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TRADE AGREEMENTS EXTENSION 


MONDAY, JANUARY 17, 1955 


Hovse or REPRESENTATIVES, 
ComMITTEE ON Ways AND MEans, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to notice, in the commit- 
tee’s main hearing room, House Office Building, Hon. Jere Cooper 
(chairman) presiding. 

The Onathieaic. Th committee will please be in order. 

This morning the committee is beginning hearings on H. R. 1, a bill 
which I introduced. This bill embodies the tariff recommendations 
of the President which were made to the Congress in his message of 
January 10. 

The bill provides for a 3-year extension of the President’s authority 
to enter trade agreements, and for the reduction of duties in the 3 alter- 
native ways specified in the bill. Both the President and the House 
leadership have indicated that this measure should be the first order 
of business on major legislation in this session of the 84th Congress. 

We announced hearings on this bill on January 10. It is planned 
that the first 2 days will be devoted to receiving testimony from Gov- 
ernment witnesses. It is my hope that, following the Government 
witnesses, we can complete the hearing by granting the proponents 
5 days and the opponents 5 days for testimony. It may be that the 
interest in this legislation will be such that the hearings may have to 
run @ little beyond 2 weeks. 

It is also my hope that the witnesses will be able to present their 
oral testimony within about 15 minutes. The committee will be 
happy to receive the written statements of witnesses and have them 
included in detail in the printed record of the hearings. Also, those 
persons desiring to may have up to 5 days from the conclusion of 
these hearings to submit written statements in triplicate for inclusion 
in the record, in lieu of an appearance. 

In addition to H. R. 1, there is now pending before the committee 
H. R. 536, which is an identical bill which was introduced by our 
colleague, Mr. Kean of New Jresey. 

It is customary for the chairman to include at the opening of our 
hearings the legislation on which the hearings are being held, and any 
supporting documents which may be available. I have had prepared 
for the information and use of the committee a document which 
includes H. R. 1 and an analysis thereof, the President’s message on 
foreign economic policy, and section 350 of the Tariff Act of 1930, 
authorizing the President to enter into trade agreements, as it would 
be changed if H. R. 1 should become law. Without objection, I will 
include this document at this point in the record. 

Is there objection? The Chair hears none. 
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(The documents are as follows:) 


[H. R. 1, 84th Cong., Ist sess.] 


A BILL To extend the authority of the President to enter into trade agreements under section 350 of the 
Tariff Act of 1930, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Trade Agree- 
ments Extension Act of 1955’’. 

Sec. 2. The period during which the President is authorized to enter into 
foreign trade agreements under section 350 of the Tariff Act of 1930, as amended 
(19 U. S. C., see. 1351), is hereby extended from June 12, 1955, until the close 
of June 30, 1958. 

Src. 3. (a) Subsection (a) of section 350 of the Tariff Act of 1930, as amended 
(19 U. S. C., see. 1351 (a)), is hereby amended to read as follows: 

“‘(a) (1) For the purpose of expanding foreign markets for the products of 
the United States (as a means of assisting in establishing and maintaining a 
better relationship among various branches of American agriculture, industry, 
mining, and commerce) by regulating the admission of foreign goods into the 
United States in accordance with the characteristics and needs of various branches 
of American production so that foreign markets will be made available to those 
branches of American production which require and are capable of developing 
such outlets by affording corresponding market opportunities for foreign products 
in the United States, the President, whenever he finds as a fact that any existing 
duties or other import restrictions of the United States or any foreign country 
are unduly burdening and restricting the foreign trade of the United States and 
that the purpose above declared will be promoted by the means hereinafter 
specified, is authorized from time to time— 

(A) To enter into foreign trade agreements with foreign governments 
or instrumentalities thereof containing provisions with respect to international 
trade, including provisions relating to tariffs, to most-favored-nation standards 
and other standards of nondiscriminatory treatment affecting such trade, to 
quantitative import and export restrictions, to customs formalities, and to 
other matters relating to such trade designed to promote the purpose of 
this section similar to any of the foregoing: Provided, That, except as au- 
thorized by subparagraph (B) of this paragraph, no such provision shall 
be given effect in the United States in a manner inconsistent with existing 
legislation of the United States. 

““(B) To proclaim such modifications of existing duties and other import 
restrictions, or such additional import restrictions, or such continuance, 
and for such minimum periods, of existing customs or excise treatment of 
any article covered by foreign trade agreements, as are required or appropriate 
to carry out any foreign trade agreement that the President has entered 
into hereunder. 

**“(2) No proclamation pursuant to paragraph (1) (B) of this subsection shall 
be made— 

“‘(A) Increasing by more than 50 per centum any rate of duty existing 
on January 1, 1945. 

“(B) Transferring any article between the dutiable and free lists. 

“(C) In order to carry out a foreign trade agreement entered into by 
the President before June 12, 1955, decreasing by more than 50 per centum 
any rate of duty existing on January 1, 1945. 

“(D) In order to carry out a foreign trade agreement entered into by 
the President on or after June 12, 1955, decreasing (except as provided in 
subparagraph (E) of this paragraph) any rate of duty below the lowest of 
the following rates: 

*“(i) The rate 15 per centum below the rate existing on July 1, 1955. 

(ii) In the case of any article which the President determines, at 
the time the foreign trade agreement is entered into, is not being im- 
ported into the United States or is being imported into the United 
States in negligible quantities, the rate 50 per centum below the rate 
existing on January 1, 1945. 

“‘(iii) In the case of any article subject to an ad valorem rate of duty 
above 50 per centum (or a combination of ad valorem rates aggregating 
more than 50 per centum), the rate 50 per centum ad valorem (or a 
combination of ad valorem rates aggregating 50 per centum), In the 
case of any article subject to a specific rate of duty (or a combination 
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of rates including a specific rate) the ad valorem equivalent of which 
has been determined by the President to have been above 50 per centum 
during a period determined by the President to be a representative 
period, the rate 50 per centum ad valorem or the rate (or a combination 
of rates), however stated, the ad valorem equivalent of which the 
President determines would have been 50 per centum during such 
period. The standards of valuation contained in section 402 of this 
Act (as in effect during the representative period) shall be utilized by 
the President, to the maximum extent he finds such utilization practi- 
cable, in making the determinations under the preceding sentence. 

“‘(E) In order to carry out a foreign trade agreement entered into by the 
President on or after June 12, 1955, to which the Government of Japan is a 
party and with respect to which notice of intention to negotiate was published 
on November 16, 1954 (19 F. R. 7379), if the President determines that such 
decrease is necessary in order to provide expanding export markets for prod- 
ucts of Japan (including such markets in third countries), decreasing by more 
than 50 per centum any rate of duty existing on January 1, 1945. 

**(3) (A) Subject to the provisions of subparagraphs (B) and (C) of this para- 
graph, the provisions of any proclamation made under paragraph (1) (B) of this 
subsection, and the provisions of any proclamation of suspension under paragraph 
(5) of this subsection, shall be in effect from and after such time as is specified in 
the proclamation. 

““(B) In the case of any decrease in duty to which paragraph (2) (D) of this 
subsection applies— 

(i) if the total amount of the decrease under the foreign trade agreement 
does not exceed 15 per centum of the rate existing on July 1, 1955, the amount 
of decrease becoming initially effective at one time shall not exceed 5 per 
centum of the rate existing on July 1, 1955; 

“‘(ii) except as provided in clause (i), not more than one-third of the total 
amount of the decrease under the foreign trade agreement shall become 
initially effective at one time; and 

“(iii) no part of the decrease after the first part shall become initially 
effective until the immediately previous part shall have been in effect for a 
period or periods aggregating not less than one year. 

“(C) No part of any decrease in duty to which the alternative specified in para- 
graph (2) (D) (i) of this subsection applies shall become initially effective after the 
expiration of the three-year period which begins on July 1, 1955. If any part of 
such decrease has become effective, then for purposes of this subparagraph any 
time thereafter during which such part of the decrease is not in effect by reason 
of legislation of the United States or action thereunder shall be excluded in de- 
termining when the three-year period expires. 

“(D) Ifthe President determines that such action will simplify the computation 
of the amount of duty imposed with respect to an article, he may exceed any limi- 
tation specified in paragraph (2) (D) or (E) of this subsection or subparagraph 
(B) of this paragraph by not more than which ever of the following is lesser: 

‘ ““(i) The difference between the limitation and the next lower whole num- 
er, or 

“(ii) One-half of 1 per centum ad valorem. 

In the case of a specific rate (or of a combination of rates which includes a specific 
rate), the one-half of 1 per centum specified in clause (ii) of the preceding sentence 
shall be determined in the same manner as the ad valorem effect of rates not stated 
wholly in ad valorem terms is determined for the purposes of paragraph (2) (D) 
(iii) of this subsection. 

(4) In exercising his authority under this section, the President shall avoid, to 
the maximum extent he deems practicable and consistent with the purpose of this 
section, the subdivision of classification categories. 

**(5) Subject to the provisions of section 5 of the Trade Agreements Extension 
Act of 1951 (19 U. 8. C., see. 1362), duties and other import restrictions pro- 
claimed pursuant to this section shall apply to articles the growth, produce, or 
manufacture of all foreign countries, whether imported directly or indirectly: 
Provided, That the President may suspend the application of articles the growth, 
produce, or manufacture of any country because of its discriminatory treatment of 
American commerce or because of other acts (including the operations of interna- 
tional cartels) or policies which in his opinion tend to defeat the purpose of this 
section. 

““(6) The President may at any time terminate, in whole or in part, any procla- 
mation made pursuant to this section.” 
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(b) The last sentence of section 350 (b) of the Tariff Act of 1930, as amended 
(19 U. 8. C., see. 1351 (b)), is hereby amended to read as follows: ‘‘No rate of duty 
on products of Cuba shall be decreased— 

“‘(1) In order to carry out a foreign trade agreement entered into by the 
President before June 12, 1955, by more than 50 per centum of the rate of duty 
existing on January 1, 1945, with respect to products of Cuba. 

‘“‘(2) In order to carry out a foreign trade agreement entered into by the 
President on or after June 12, 1955, below the applicable alternative specified 
in subsection (a) (2) (D) or (E) (subject to the provisions of subsection 
(a) (3) (B), (C), and (D) ), each such alternative to be read for the purposes 
of this paragraph as relating to the rate of duty applicable to products of 
Cuba. With respect to products of Cuba, the limitation of subsection (a) 
(2) (D) (iii) may be exceeded to such extent as may be required to maintain 
an absolute margin of preference to which such products are entitled.” 

(c) Subsection (c) of section 350 of the Tariff Act of 1930, as amended (19 
U. 8. C., sec. 1351 (c)), is hereby amended by inserting ‘‘(1)” after ‘“(c)”, by 
striking out “‘(1)’’ and inserting in lieu thereof “‘(A)’’, by striking out ‘(2)” and 
inserting in lieu thereof ‘“(B)”’, and by adding at the end thereof the following 
new paragraph: 

(2) For purposes of this section— 

(A) Except as provided in subsection (d) and subparagraph (C) of 
this paragraph, the terms ‘existing on January 1, 1945’ and ‘existing on 
July 1, 1955’ refer to rates of duty (however established, and even 
though temporarily suspended by Act of Congress or otherwise) existing 
on the date specified, except rates in effect by reason of action taken 
pursuant to section 5 of the Trade Agreements Extension Act of 1951 
(19 U. 8. C., see. 1362). 

“(B) The term ‘existing’ without the specification of any date, when 
used with respect to any matter relating to the conclusion of, or procla- 
mation to carry out, a foreign trade agreement, means existing on the 
day on which that trade agreement is entered into. 

““(C) In applying paragraphs (2) (D) (i) and (3) (B) (i) of subsection 
(a), the rate of duty on an article included in a foreign trade agreement 
with respect to which notice of intention was published on November 
16, 1954 (19 F. R. 7379), if such agreement is entered into before July 1, 
1955, shall be considered to be the rate ‘existing on July 1, 1955’.” 

(d) Section 350 of the Tariff Act of 1930, as amended (19 U. 8. ©., sec. 1351), 
is hereby amended by adding at the end thereof the following new subsection: 

‘““(e) The President shall submit to the Congress an annual report on the opera- 
tion of the trade agreements program including information regarding new nego- 
tiations, modifications made in duties and import restrictions of the United 
States, reciprocal concessions obtained, modifications of existing trade agree- 
ments in order to effectuate more fully the purposes of the trade agreements 
legislation (including the incorporation therein of escape clauses), and other 
= relating to that program and to the agreements entered into there- 
under.”’ 

Sec. 4. Subsection (b) of section 6 of the Trade Agreements Extension Act of 
1951, as amended (19 U. 8. C., see. 1363 (b)), is hereby amended by striking out 
the second sentence thereof. 

Sec. 5. (a) In the case of any article which the President determines is not 
being imported into the United States or is being imported into the United States 
in negligible quantities, the President is authorized to decrease by proclamation 
the rate of duty by not more than 50 per centum of the rate existing on January 
1, 1945. The President may take action under this subsection, notwithstanding 
that such action is not required or appropriate to carry out any foreign trade 
agreement, if he finds as a fact that the purpose of section 350 of the Tariff Act of 
1930, as amended, will be promoted thereby. 

(b) The President shall take action wales subsection (a) in conformity with 
the applicable statutory provisions relating to the entering into and proclamation 
of foreign trade agreements (such as public notice, public hearings, “‘peril points”’, 
limitations on amounts and timing of decreases, and other applicable provisions). 
The applicable statutory provisions relating to the carrying out, modification, 
suspension, and termination of foreign trade agreements and proclamations made 
pursuant thereto shall apply to proclamations made pursuant to subsection (a), 
and to decreases in rates provided for therein, as though such proclamations 
had been made to carry out foreign trade agreements and as though the decreases 
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reflected concessions granted under such agreements. Appropriate procedures 
for oa oe. out this section shall be established by the President on the basis 
of his determination as to the details of the statutory provisions which are 
applicable. 

(ec) For purposes of this section, the term “existing on January 1, 1945’’ shall 
have the meaning given to such term by section 350 of the Tariff Act of 1930, 
as amended. 


(d) No proclamation shall be made pursuant to subsection (a) of this section 
after June 30, 1958. 
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PREFACE 


This committee print contains the President’s foreign economic 
policy message of January 10, 1955, a copy of H. R. 1 (a bill to extend 
the authority of the President to enter into trade eements under 
section 350 of the Tariff Act of 1930, as amended, and for other 
purposes), a eee analysis of the bill, a composite draft 
of section 350 of the Tariff Act of 1930 as it would be amended by 
H. R. 1, and related material. 

H. R. 1 extends the trade-agreements authority of the President 
for another 3 years. The President is authorized to negotiate tariff 
reductions of up to 5 percent in each of those years. An alternative 
authority permits him to reduce tariffs by 50 percent of the rate 
prevailing on January 1, 1945, either unilaterally or in a negotiated 
agreement, on those products not being imported, or being imported 
in negligible quantities. Thirdly, the President is authorized to 
negotiate reductions in those rates which are higher than 50 percent 
of the value of an import to a rate equivalent to 50 percent. The 
various methods cannot be used cumulatively. 

In 1934 Congress empowered the President to enter into trade 
agreements with other countries for a period of 3 years. The Presi- 
dent’s tariff-reducing authority was limited to 50 percent of the rates 
then in effect. This authority was extended by Congress in 1937, 
1940, and 1943. Between 1934 and 1945 trade agreements were 
negotiated with 29 countries. 

n 1945 Congress extended the President’s authority and increased 
it. He was authorized to reduce tariffs to 50 percent of the rates 
prevailing on January 1, 1945. 

At the present time the United States has trade agreements with 
42 countries of which 32 are parties to the General Agreement on 
Tariffs and Trade. These countries and the United States carry on 
at least 80 percent of world trade. The agreements negotiated cover 
approximately 58,000 items with a trade probably surpassing $40 
billion in 1953. 

In 1953 President Eisenhower asked Congress for a 1-year renewal 
of the trade agreements authority, pending a comprehensive reexam- 
ination of the economic foreign policy of the United States to be under- 
taken by a bipartisan commission. The Commission on Foreign 
Economic Policy, under the chairmanship of Mr. Clarence B. Randall, 
was established, with members drawn from both Houses of Congress 
and from the public. After extensive investigations it presented its 
recommendations to the President on January 23, 1954. 

Based on these recommendations, the President outlined his foreign 
economic policy to Congress in his message of March 30, 1954. One 
of the recommendations was the extension of the trade agreements 
legislation as outlined in H. R.1. The present act was extended for 
1 year. The President has again, on January 10, asked that Congress 
provide the legislative authority contained in H. R. 1. 
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The bill does not affect either the peril point or the escape clause 
provisions of present law. The peril point provides that before any 
reduction in a tariff rate on a specific product can be made, the Presi- 
dent must obtain the advice of the Tariff Commission as to the rate 
below which it believes a reduction could not be made without causing 
or threatening serious injury to domestic industry producing the 
product. 

Moreover, the President, before entering into any trade-agreement 
negotiations, obtains the views of the Departments of State, Agri- 
culture, Commerce, Defense, Treasury, Interior, Labor, Foreign 
Operations Administration, and a representative of the Tariff Com- 
mission to get advice on all aspects of the problem. Furthermore, 
before making any agreement to alter tariff rates, public hearings must 
be held in which American industry, labor, agriculture, exporters, 
importers, producers, and consumers have a full opportunity to present 
their information and views. 

In the event that tariff concessions result in such increased imports 
as to cause or threaten serious injury to the domestic industry, the 
concession may be withdrawn or modified in accordance with a pro- 
vision, known as the ‘‘escape clause,” which must be incorporated in 
every agreement. Upon petition any interested party may request 
the United States Tariff Commission to make an investigation and 
report to the President whether or not a concession has been the cause 
of serious injury or the threat thereof. 

As does the present law, H. R. 1 continues to provide that no duty 
shall be reduced on any article “if the President finds that such reduc- 
tion would threaten domestic production needed for projected national- 
defense requirements.” 
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PRESIDENT’S MESSAGE ON FURTHER DEVELOPING THE 
FOREIGN ECONOMIC POLICY OF THE UNITED STATES 


Tue Wuire House, 
January 10, 19565. 
To the Congress of the United States: 

For the consideration of the Congress, I submit my recommenda- 
tions for further developing the foreign economic policy of the United 
States. Although largely based upon my special message to the 
Congress of March 30, 1954, these proposals are the product of fresh 
review. 

The Nation’s enlightened self-interest and sense of responsibility as 
a leader among the free nations require a foreign economic program 
that will stimulate economic growth in the free world through en- 
larging opportunities for the fuller operation of the forces of free enter- 
prise and competitive markets. Our own self-interest requires such a 
program because (1) economic strength among our allies is essential 
to our security; (2) economic growth in underdeveloped areas is nec- 
essary to lessen international instability growing out of the vuluer- 
ability of such areas to Communist penetration and subversion; and 
(3) an increasing volume of world production and trade will help as- 
sure our Own economic growth and a rising standard of living among 
our own people. 

In the worldwide struggle between the forces of freedom and those 
of communism, we have wisely recognized that the security of each 
nation in the free world is dependent upon the security of all other 
nations in the free world. The measure of that security in turn is 
dependent upon the economic strength of all free nations, for without 
economic strength they cannot support the military establishments 
that are necessary to deter Communist armed aggression. Economic 
strength is indispensable, as well, in securing themselves against in- 
ternal Communist subversion. 

For every country in the free world, economic strength is dependent 
upon high levels of economic activity internally and high levels of 
international trade. No nation can be economically self-sufficient. 
Nations must buy from other nations, and in order to pay for what 
they buy they must sell. It is essential for the security of the United 
States and the rest of the free world that the United States take the 
leadership in promoting the achievement of those high levels of trade 
that will bring to all the economic strength upon which the freedom 
and security of all depends. Those high levels of trade can be pro- 
moted by the specific measures with respect to trade barriers recom- 
mended in this message, by the greater flow of capital among nations 
of the free world, by convertibility of currencies, by an expanded in- 
— of technical counsel, and by an increase in international 
travel. 

From the military standpoint, our national strength has been aug- 
mented by the overall military alliance of the nations constituting 
the free world. This free-world alliance will be most firmly cemented 
when its association is based on flourishing mutual trade as well as 
common ideals, interests, and aspirations. Mutually advantageous 
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trade relationships are not only profitable, but they are also more 
binding and more enduring than costly grants and other forms of aid. 

Today numerous uneconomic, man-made barriers to mutually ad- 
vantageous trade and the flow of investment are preventing the nations 
of the free world from achieving their full economic potential. Inter- 
national trade and investment are not making their full contribution 
to production, employment, and income. Over a large area of the 
world, currencies are not yet convertible. 

We and our friends abroad must together undertake the lowering 
of the unjustifiable barriers to trade and investment, and we must do 
it on a mutual basis so that the benefits may be shared by all 

Such action will add strength to our own domestic economy and help 
assure a rising standard of living among our people by opening new 
markets for our farms and factories and mines. 

The program that I am here recommending is moderate, gradual, 
and reciprocal. Radical or sudden tariff reductions would not be to 
the interest of the United States and would not accomplish the goal 
we seek. A moderate program, however, can add immeasurably to 
the security and well-being of the United States and the rest of the 
free world. 

TRADE AGREEMENT AUTHORITY 


I request a 3-year extension of Presidential authority to negotiate 
tariff reductions with other nations on a gradual, selective, and recipro- 
cal basis. This authority would permit negotiations for reductions 
in those barriers that now limit the markets for our goods throughout 
the world. I shall ask all nations with whom we trade to take similar 
steps in their relations with each other. 

The 3-year extension of the Trade Agreements Act should authorize 
subject to the present peril and escape-clause provisions: 

1. Reduction, through multilateral and reciprocal negotiations, of 
tariff rates on selected commodities by not more than 5 percent per 
year for 3 years; 

2. Reduction, through multilateral and reciprocal negotiations, of 
any tariff rates in excess of 50 percent to that level over a 3-year 
period; and 

3. Reduction, by not more than one-half over a 3-year period, of 
tariff rates in effect on January 1, 1945, on articles which are not now 
being imported or which are being imported only in negligible 
quantities. 


THE GENERAL AGREEMENT ON TARIFFS AND TRADE 


For approximately 7 years the United States has cooperated with 
all the major trading nations of the free world in an effort to reduce 
trade barriers. The instrument of cooperation is the General Agree- 
ment on Tariffs and Trade. Through this agreement the United 
States has sought to carry out the provisions and purpose of the 
Trade Agreements Act. 

The United States and 33 other trading countries are now reviewing 
the provisions of the agreement for the purpose of making it a simpler 
and more effective instrument for the development of a sound system 
of world trade. When the current negotiations on the revision of the 
organizational provisions of the general agreement are satisfactorily 
completed, the results will be submitted to the Congress for its 
approval. 
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CUSTOMS ADMINISTRATION AND PROCEDURE 


Considerable progress has been made in freeing imports from 
unnecessary customs administrative burdens. Still more, however, 
needs to be done in the three areas I mentioned in my message last 
year: (1) the simplification of commodity definitions, classification, 
and rate structures; (2) improvement in standards for the valuation of 
imports; and (3) further improvement of procedures for customs 
administration. 

An important step toward simplification of the tariff structure was 
taken by the Congress last year with the passage of the Customs 
Simplification Act which directs the Tariff Commission to study the 
difficulties of commodity classification of imports. The interim 
report of the Tariff Commission to be made by next March 15 should 
help enable the Congress to determine whether further legislative 
steps should then be taken or should await submission of the final 
report. 

The uncertainties and confusion arising from the complex system of 
valuation on imported articles cause unwarranted delays in the 
determination of customs duties., 1 urge the Congress to give favorable 
consideration to legislation for remedying this situation. 

The improvement of customs administration requires continuous 
effort, as the Congress recognized by enacting the Customs Simplifica- 
tion Acts of 1953 and 1954. The Treasury Department in its annual 
report to the Congress will review the remaining reasons for delay or 
difficulty in processing imported articles through customs and will 
propose still further technical amendments to simplify customs 
procedures. 


UNITED STATES INVESTMENT ABROAD 


The whole free world needs capital; America is its largest source. 
In that light, the flow of capital abroad from our country must be 
stimulated and in such a manner that it results in investment largely 
by individuals or private enterprises rather than by government. 

An increased flow of United States private investment funds 
abroad, especially to the underdeveloped areas, could contribute much 
to the expansion of two-way international trade. The underdeveloped 
countries would thus be enabled more easily to acquire the capital 
equipment so badly needed by them to achieve sound economic 
growth and higher living standards. This would do much to offset 
the false but alluring promises of the Communists. 

To facilitate the investment of capital abroad I recommend enact- 
ment of legislation providing for taxation of business income from 
foreign subsidiaries or branches at a rate 14 percentage points lower 
than the corporate rate on domestic income, and a deferral of tax on 
income of foreign branches until it is removed from the country where 
it is earned. 

I propose also to explore the further use of tax treaties with the 
possible recognition of tax concessions made to foreign capital by 
other countries. Under proper safeguards, credit could be given for 
foreign income taxes which are waived for an initial limited period, as 
we now grant credit for taxes which are imposed. This would give 
maximum effectiveness to foreign tax laws designed to encourage 
new enterprises. 


57600—55— pt. 1——3 
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As a further step to stimulate investment abroad, I recommend 
approval by the Congress at the appropriate time of membership in 
the proposed International Finance Corporation, which will be 
affiliated with the International Bank for Reconstruction and Develop- 
ment. This Corporation will be designed to increase private invest- 
ment in less developed countries by making loans without Government 
guaranties. Although the Corporation will not purchase stock, it 
will provide venture capital through investing in debentures and 
similar obligations. Its operation will cover a field not dealt with by 
an existing institution. 

The executive branch will continue through our diplomatic repre- 
sentatives abroad to encourage a climate favorable to the private 
enterprise concept in investment. 

We shall continue to seek other new ways to enlarge the outward 
flow of capital. 

It must be recognized, however, that when American private capital 
moves abroad it properly expects to bring home its fair reward. This 
can only be accomplished in the last analysis by our willingness to 
purchase more goods and services from abroad in order to provide 
the dollars for these growing remittances. This fact is a further com- 
pelling reason for a fair and forward-looking trade policy on our part. 


TECHNICAL COOPERATION 


The United States has a vast store of practical and scientific know- 
how that is needed in the underdeveloped areas of the world. The 
United States has a responsibility to make it available. Its flow for 
peaceful purposes must remain unfettered. 

United States participation in technical cooperation programs 
should be carried forward. These programs should be concerned 
with know-how rather than large funds. In my budget message next 
week, I shall recommend that the Congress make available the funds 
required to support the multilateral technical cooperation programs 
of the United Nations. The bilateral programs of the United States 
should be pressed vigorously. 


INTERNATIONAL TRAVEL 


The United States remains committed to the objective of freedom 
of travel throughout the world. Encouragement given to travel 
abroad is extremely important both for its aaa and social impor- 
tance in the free world, and for its economic benefits. Travel abroad 
by Americans provides an important source of dollars for many 
countries. The executive branch shall continue to look for ways of 
facilitating international travel and shall continue to cooperate with 
private travel agencies. 

One legislative action that would be beneficial in this field is the 
increase of the present duty-free allowances for tourists from $500 
to $1,000 exercisable every 6 months. I recommend the passage of 
such legislation. 


TRADE FAIRS 
International trade fairs have been of major importance to foreign 


countries for many years, and most of the trading nations have 
strengthened the promotional aspects of their industrial displays in 
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many fairs with a central exhibit designed to emphasize the industrial 
progress and achievement of the Nation. 

Soviet and satellite exhibits, for example, have been costly, well- 
planned, and housed in expensive structures designed to convey the 
impression that the U.S. S. R. is producing on a large scale for peace 
and is creating a paradise for workers. 

The United States, which has a larger volume of international 
trade than any other nation, until recently has been conspicuous by 
its absence at these trade fairs. American visitors and participants 
have pointed out the failure of their Government to tell adequately 
the story of our free enterprise system and to provide effective inter- 
national trade promotion cooperation. 

As a result, I have undertaken an international trade-fair program 
under the direction of the Department of Commerce. Since the 
inauguration of this program in August, participation has been author- 
ized in 11 fairs to be held before June 30. Sixteen additional fairs are 
being considered for exhibition purposes in the latter part of the year. 
The first fair in which the United States presented a central exhibit is 
that at Bangkok, which opened December 7, 1954. At it our exhibit 
was awarded first prize. Over 100 American companies supplied 
items for inclusion in it. 

I shall ask the Congress for funds to continue this program. 


CONVERTIBILITY 


Convertibility of currencies is required for the development of a 
steadily rising volume of world trade and investment. The achieve- 
ment of convertibility has not been possible in the postwar period due 
to dislocations caused by the war, inflation and other domestic 
economic difficulties in many countries, which have contributed to an 
imbalance in international trade and payments. However, steady 
progress, particularly by Western European countries, is being made 
toward our mutual objective of restoring currency convertibility. 
The foreign economic program proposed here will make an important 
contribution to the achievement of convertibility. 


AGRICULTURE 


No single group within America has a greater stake in a healthy 
and expanding foreign trade than the farmers. One-fourth to one- 
third of some major crops, such as wheat, cotton, and tobacco, must 
find markets abroad in order to maintain farm income at high levels. 

If they are to be successful, programs designed to promote the 
prosperity of agriculture should be consistent with our foreign eco- 
nomic program. We must take due account of the effect of any agri- 
cultural program on our foreign economic relations to assure that it 
contributes to the development of healthy, expanding foreign markets 
over the years. 

CONCLUSION 


The series of recommendations I have just made are all components 
of an integrated program, pointing in a single direction. Each con- 
tributes to the whole. Each advances our national security by bring- 
ing added strength and self-sufficiency to our allies. Each contributes 
to our economic growth and a rising standard of living among our 
people. 

Dwicut D. EIsENHOWER. 








TEXT OF H. R. 1 (84TH CONG., 1ST SESS.) 
84tTa CONGRESS 
Ist SESSION H. R. 1 


IN THE HOUSE OF REPRESENTATIVES 


JANUARY 5, 1955 


Mr. Cooper introduced the following bill; which was referred to the Committee 
on Ways and Means 


A BILL 


To extend the authority of the President to enter into trade agree- 
ments under section 350 of the Tariff Act of 1930, as amended, and 
for other purposes. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited 
as the ‘Trade Agreements Extension Act of 1955’’. 

Sec. 2. The period during which the President is authorized to 
enter into foreign trade agreements under section 350 of the Tariff 
Act of 1930, as amended (19 U.S. C., sec. 1351), is hereby extended 
from June 12, 1955, until the close of June 30, 1958. 

Src. 3. (a) Subsection (a) of section 350 of the Tariff Act of 1930, 
as amended (19 U.S. C., sec. 1351 (a)), is hereby amended to read as 
follows: 


(a) (1) For the purpose of expanding foreign markets for the 
products of the United States (as a means of assisting in establishing 
and maintaining a better relationship among various branches of 
American agriculture, industry, mining, and commerce) by regulating 
the admission of foreign goods into the United States in accordance 
with the characteristics and needs of various branches of American 
production so that foreign markets will be made available to those 
branches of American production which require and are capable of 
developing such outlets by affording corresponding market oppor- 
tunities for foreign products in the United States, the President, 
whenever he finds as a fact that any existing duties or other import 
restrictions of the United States or any foreign country are unduly 
burdening and restricting the foreign trade of the United States and 
that the purpose above declared will be promoted by the means here- 
inafter specified, is authorized from time to time— 

“(A) To enter into foreign trade agreements with foreign 
governments or instrumentalities thereof containing provisions 
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SECTION-BY-SECTION ANALYSIS OF H. R. 1, TO EXTEND 
THE AUTHORITY OF THE PRESIDENT TO ENTER INTO 
TRADE AGREEMENTS UNDER SECTION 350 OF THE TARIFF 
ACT OF 1930, AS AMENDED, AND FOR OTHER PURPOSES 


Section 1: The legislation may be cited as the Trade Agreements 
Extension Act of 1955. 


Section 2: The President is authorized to enter into trade agree- 
ments for an additional period, from June 12, 1955, through June 30, 
1958. The present authority of the President expires June 12, 1955. 


Section 3: This section would amend section 350 of the Tariff Act 
of 1930, as amended, which establishes the basic authority to enter 
into and carry out trade agreements. 

Subsection (a) of section 350, containing six paragraphs, is set forth 
in full in its proposed amended form. Amendments are also proposed 
eee (b), (c), and (d), and a new subsection (e) would be 
added. 

Paragraph (1) of subsection (a) sets forth the purpose for which the 
President may enter into trade agreements. The text preceding sub- 
paragraph (A) repeats existing law. 


_ Subparagraph (A) of paragraph (1) authorizes the President to enter 
into trade agreements with foreign governments containing general 
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with respect to international trade, including provisions relating 
to tariffs, to most-favored-nation standards and other standards 
of nondiscriminatory treatment affecting such trade, to quanti- 
tative import and export restrictions, to customs formalities, and 
to other matters relating to such trade designed to promote the 
purpose of this section similar to any of the foregoing: Provided, 
That, except as authorized by subparagraph (B) of this para- 
graph, no such provision shall be given effect in the United States 
in &@ manner inconsistent with existing legislation of the United 
States. 


“(B) To proclaim such modifications of existing duties and 
other import restrictions, or such additional import restrictions, 
or such continuance, and for such minimum periods, of existing 
customs or excise treatment of any article covered by foreign 
trade agreements, as are required or appropriate to carry out any 
foreign trade agreement that the President has entered into 
hereunder. 


(2) No proclamation pursuant to paragraph (1) (B) of this sub- 
section shall be made— 


‘“(A) Increasing by more than 50 per centum any rate of duty 
existing on January 1, 1945. 


“(B) Transferring any article between the dutiable and free 
lists. 


“(C) In order to carry out a foreign trade agreement entered 
into by the President before June 12, 1955, decreasing by more 
than 50 per centum any rate of duty existing on January 1, 1945, 


““(D) In order to carry out a foreign trade agreement entered 
into by the President on or after June 12, 1955, decreasing 
(except as provided in subparagraph (E) of this paragraph) 
any rate of duty below the lowest of the following rates: 


““G) The rate 15 per centum below the rate existing on 
July 1, 1955. 

“(ii) In the case of any article which the President deter- 
mines, at the time the foreign trade agreement is entered 
into, is not being imported into the United States or is 
being imported into the United States in negligible quanti- 
ties, the rate 50 per centum below the rate existing on 
January 1, 1945. 

“(iii) In the case of any article subject to an ad valorem 
rate of duty above 50 per centum (or a combination of ad 
valorem rates aggregating more than 50 per centum), the 
rate 50 per centum ad valorem (or a combination of ad 
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provisions of the kind that have been included in trade agreements 
since the enactment of the Trade Agreements Act in 1934. Various 
additions and changes in such provisions have been made from time 
to time to keep pace with the changes of devices and practices in 
foreign countries. Consequently the types of provisions specified are 
illustrative only, in order that the President may be able to meet 
effectively new methods of discrimination and other barriers against 
American exports. An important purpose of these provisions is to 
pret against impairment the tariff concessions which the United 

tates obtains in trade agreements. The proviso, that such provisions 
shall not be given effect in the United States in a manner inconsistent 
with existing legislation of the United States, is intended to make 
clear that provisions of existing law such as section 22 of the Agricul- 
tural Adjustment Act (7 U.S. C., sec. 624), safeguarding domestic 
agricultural programs from material interference from imports, will 
prevail despite any provision in a trade agreement. 

Subparagraph (B) of paragraph (1), authorizing the carrying out of 
trade agreements by proclamation, makes no change in existing law. 


Paragraph (2) of subsection (a) is divided into subparagraphs (A), 
(B), (C), (D), and (E): 

Subparagraph (A) continues unchanged the present authority to 
increase any rate of duty to 50 percent above the rate existing on 
January 1, 1945. 

Subparagraph (6) continues unchanged the present prohibition 
against imposing a duty on a duty-free article or exempting from duty 
a dutiable article. 

Subparagraph (C) continues unchanged the present authority to 
decrease any rate of duty to 50 percent below the rate existing on 
January 1, 1945, in order to carry out any trade agreement entered 
into before June 12, 1955. 

Subparagraph (D) fixes maximum limits on decreases in rates 
which could be made to carry out trade agreements entered into on 
or after June 12, 1955. A rate of duty could be reduced under three 
alternative methods which are set out in clauses (i), (ii), and (iii). 
These alternatives are not cumulative but the President could 
decrease a rate to the lowest of the rates resulting from application 
of any of the alternative methods. 

Clause (i) authorizes decreases in any rate to 15 percent below the 
rate existing on July 1, 1955. 

Clause (it) authorizes decreases in any rate to not below 50 per- 
cent of the rate existing on January 1, 1945, on products which are 
not being imported into the United States or which are being imported 
in negligible quantities. 


Clause (vii) authorizes decreases in rates of duty which are higher 
than 50 percent ad valorem (or equivalent) to 50 percent ad valorem 
(or equivalent). In the case of articles subject in whole or in part 
to a specific rate of duty (i. e., 5 cents per pound, or 5 cents per 
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valorem rates aggregating 50 per centum). In the case of 
any article subject to a specific rate of duty (or a combina- 
tion of rates including a specific rate) the ad valorem equiva- 
lent of which has been determined by the President to have 
been above 50 per centum during a period determined by the 
President to be a representative period, the rate 50 per 
centum ad valorem or the rate (or a combination of rates), 
however stated, the ad valorem equivalent of which the 
President determines would have been 50 per centum during 
such period. The standards of valuation contained in sec- 
tion 402 of this Act (as in effect during the representative 
period) shall be utilized by the President, to the maximum 
extent he finds such utilization practicable, in making the 
determinations under the preceding sentence. 

“(E) In order to carry out a foreign trade agreement entered 
into by the President on or after June 12, 1955, to which the 
Government of Japan is a party and with respect to which notice 
of intention to negotiate was published on November 16, 1954 
(19 F. R. 7379), if the President determines that such decrease 
is necessary in order to provide expanding export markets for 
products of Japan (including such markets in third countries), 
decreasing by more than 50 per centum any rate of duty existing 
on January 1, 1945. 


(3) (A) Subject to the provisions of subparagraphs (B) and (C) 
of this paragraph, the provisions of any proclamation made under 
paragraph (1) (B) of this subsection, and the provisions of any 
proclamation of suspension under paragraph (5) of this subsection, 
shall be in effect from and after such time as is specified in the 
proclamation. 


*‘(B) In the case of any decrease in duty to which paragraph (2) 


(D) of this subsection applies— 


“‘(i) if the total amount of the decrease under the foreign trade 
agreement does not exceed 15 per centum of the rate existing on 
July 1, 1955, the amount of decrease becoming initially effective 
at one time shall not exceed 5 per centum of the rate existing on 
July 1, 1955; 
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pound plus 20 percent ad valorem), the determination of whether a 
rate of duty is higher than 50 percent ad valorem, and the determina- 
ton of a rate equivalent to the 50 percent ad valorem rate to which 
it could be reduced, would be made by the President on the basis of 
the value of imports of such products during a period which he finds 
is representative. In making such determination, the President is to 
be guided by the standards of valuation for customs purposes con- 
tained in section 402 of the Tariff Act of 1930, as the provisions of 
that section exist during the representative period, to the maximum 
extent practicable. 


Subparagraph (£) deals with the special situation involving Japan. 
This subparagraph provides that in connection with a trade agreement 
involving Japan, which is entered into on or after June 12, 1955, 
duties may be decreased to as low as 50 percent below the rate existing 
on January 1, 1945, if the President determines such decreases are 
necessary to provide expanding export markets for Japanese products. 
Under existing law the President is authorized to make such reduc- 
tions only to carry out trade agreements entered into prior to June 12, 
1955. This new authority could be used only in connection with 
negotiations involving Japan, a notice of which was published in the 
Federal Register on November 16, 1954. When read together with 
the definition of “‘existing’’ (subsection (c) (2) (C)) in the bill, the 
results under subparagraph (D) (i) and subparagraph (E) of paragraph 
(2) are as follows: Should the trade agreement involving Japan be 
entered into before July 1, 1955, the President would have authority 
(in addition to the authority to decrease rates to 50 percent of the 
rates existing on January 1, 1945) to reduce by an additional 15 per- 
cent, in accordance with the alternative specified in clause (i) above, 
the rates agreed to in that agreement on products included in that 
agreement. If the trade agreement involving Japan is entered into 
after July 1, 1955, authority to decrease a rate to 50 percent below the 
January 1, 1945, rate would continue, but the further authority 
specified in alternative clause (i) would not be available for products 
included in the agreement when the reduction was over 15 percent of 
the July 1, 1955, rate. 

Paragraph (8) of subsection (a), divided into subparagraphs (A), 
(B), (C), and (D), establishes, among other things, procedures for 
giving effect gradually (at intervals of at least a year) to decreases in 
rates made pursuant to agreements entered into after June 12, 1955. 

Subparagraph (A), except as limited by subparagraphs (B) and 
(C) of paragraph (3), continues in substance the provision of existing 
law that the proclaimed duties and other import restrictions shall be 
in effect from and after such time as is specified in the proclamation. 

Subparagraph (B) fixes the time limits within which the decreases 
in rates authorized by subparagraph (D) of paragraph (2) described 
above may be made effective. These time limits are as follows: A 
decrease of no more than 5 percent of the rate existing on July 1, 1955, 
may become initially effective at one time if the total amount of the 
decrease is 15 percent or less. If the total amount of the decrease is 
greater than 15 percent, no more than one-third of the decrease may 
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“(ii) except as provided in clause (i), not more than one-third 
of the total amount of the decrease under the foreign trade agree- 
ment shall become initially effective at one time; and 

“(jii) no part of the decrease after the first part shall become 
initially effective until the immediately previous part shall have 
been in effect for a period or periods aggregating not less than 
one year. 

““(C) No part of any decrease in duty to which the alternative 
specified in paragraph (2) (D) (i) of this subsection applies shall 
become initially effective after the expiration of the three-year period 
which begins on July 1, 1955. If any part of such decrease os become 
effective, then for purposes of this subparagraph any time thereafter 
during which such part of the decrease is not in effect by reason of 
legislation of the United States or action thereunder shall be excluded 
in determining when the three-year period expires. 


“(D) If the President determines that such action will simplify 
the computation of the amount of duty imposed with respect to an 
article, he may exceed any limitation specified in paragraph (2) (D) 
or (E) of this subsection or subparagraph (B) of this paragraph by 
not more than whichever of the following is lesser: 

‘“‘(j) The difference between the limitation and the next lower 
whole number, or 
“(ii) One-half of 1 per centum ad valorem. 
In the case of a specific rate (or of a combination of rates which 
includes a specific rate), the one-half of 1 per centum specified in 
clause (ii) of the preceding sentence shall be determined in the same 
manner as the ad valorem effect of rates not stated wholly in ad 
valorem terms is determined for the purposes of paragraph (2) (D) 
(iii) of this subsection. 

(4) In exercising his authority under this section, the President 

shall avoid, to the maximum extent he deems practicable and con- 


sistent with the purpose of this section, the subdivision of classification 
categories. 


““(5) Subject to the provisions of section 5 of the Trade Agreements 
Extension Act of 1951 (19 U.S. C., sec. 1362), duties and other import 
restrictions proclaimed pursuant to this section shall apply to articles 
the growth, produce, or manufacture of all foreign countries, whether 
imported directly or indirectly: Provided, That the President may 
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become initially effective at one time. In the case of any of the three 
alternatives, no part of the decrease after the first part can become 
initially effective until the immediately previous part has been in effect 
for at least 1 year. 


Subparagraph (C) provides that (subject to an exception stated in 
the scent sentence of the subparagraph as explained below) no 
decreases under the first alternative method (the 15 percent decrease 
authority) may be made effective after June 30, 1958. This limitation 
does not apply to the second alternative (the authority to reduce by 
50 percent of the January 1, 1945, rate in case of negligible quantities 
or no imports), or to the third alternative (the authority to reduce a 
rate to 50 percent ad valorem). The exception to the June 30, 1958, 
deadline in the case of the first alternative method (the 15-percent 
decrease authority) relates to the situation where, by reason of legis- 
lation or action under legislation of the United States, a decrease which 
had been made by virtue of the exercise of that authority and given 
effect, and which was thereafter nullified, could be reapplied (and its 
successive stages, if any, applied), even though the 3-year period 
carried over beyond July 1, 1958. For example, if 8 seonithie following 
the first 5 percent decrease under the first alternative, the reduced 
duty is increased as a consequence of an escape clause action, and 
the reduced duty is restored after a further 6 months, the rate in 
effect at the first stage (i. e., reduced by the first 5 percent) would be 
effective for another 4 months before the next 5-percent decrease 
could take effect. If, under these circumstances, the last 5-percent 
decrease could not be put in effect until after June 30, 1958, this 
subparagraph (C) would nevertheless permit the last 5-percent 
decrease to become effective within 6 months after June 30, 1958. 

Subparagraph (D) of this paragraph permits the rounding out of 
rates in order to simplify the statement of rates under any of the 
alternative methods of decreases. Under the precise application of 
the limitations specified in the alternative methods, unusual and 
cumbersome fractions might be present in some rates. To avoid 
complication of tariff schedules by including such fractions, provision 
is made for a narrow tolerance, not to exceed one-half of 1 percent 
ad valorem, for rounding out such fractions to whole numbers or to 
fractions such as are customarily used in our tariff schedules. The 
purpose of this provision is to contribute to tariff simplification by 
avoiding burden on trade represented by rates stated in complicated 
fractions which make computations of duties difficult. 


Paragraph (4) of subsection (a) gives express effect to the recom- 
mendation of the Commission on Foreign Economic Policy that the 
President avoid where possible the subdivision of classification 
categories in order to avoid further complication of the existing tariff 
structure. 

Paragraph (5) of subsection (a), which makes no substantive change 
in existing law, provides that trade-agreement concessions shall apply 
to imports of the goods of all countries, except that the President may 
suspend the application of these rates to the products of countries 
which discriminate against American commerce or engage in other 
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suspend the application to articles the growth, produce, or manu- 
facture of any country because of its discriminatory treatment of 
American commerce or because of other acts (including the operations 
of international cartels) or policies which in his opinion tend to defeat. 
the purpose of this section. 


““(6) The President may at any time terminate, in whole or in 
part, any proclamation made pursuant to this section.” 


(b) The last sentence of section 350 (b) of the Tariff Act of 1930, 
as amended (19 U.S. C., see. 1351 (b)), is hereby amended to read 
as follows: ‘‘No rate of duty on products of Cuba shall be decreased— 

‘“‘(1) In order to carry out a foreign trade agreement entered 
into by the President before June 12, 1955, by more than 50 
per centum of the rate of duty existing on January 1, 1945, with 
respect to products of Cuba. 


‘“‘(2) In order to carry out a foreign trade agreement entered 
into by the President on or after June 12, 1955, below the appli- 
cable alternative specified in subsection (a) (2) (D) or (E) (subject 
to the provisions of subsection (a) (2) (B), (C), and (D)), each 
such alternative to be read for the purposes of this paragraph as 
relating to the rate of duty applicable to products of Cuba. With 

respect to products of Cuba, the limitation of subsection (a) (2) 
(D) (ii) may be exceeded to such extent as may be required to 
maintain an absolute margin of preference to which such products 
are entitled.” 


(c) Subsection (c) of section 350 of the Tariff Act of 1930, as 
a.nended (19 U.S. C., sec. 1351 (c)), is hereby amended by inserting 
“(1)” after “(c)”’, by striking out “(1)” and inserting in lieu thereof 
“(A)”, by striking out ‘(2)’ and inserting in lieu thereof “(B)”’, and 
by adding at the end thereof the following new paragraph: 

“¢ 2) For purposes of this section— 

‘‘(A) Except as provided in subsection (d) and subpara- 
graph (C) of this paragraph, the terms ‘existing on January 

1945’ and ‘existing on July 1, 1955’ refer to rates of duty 
duindiae established, and ‘even though temporarily sus- 
pended by Act of Congress or otherwise) existing on the 
date specified, except rates in effect by reason of action 
taken pursuant to section 5 of the Trade Agreements Exten- 
sion Act of 1951 (19 U.S. C., sec. 1362). 

“(B) The term ‘existing’ without the specification of any 
date, when used with respect to any matter relating to the 
conclusion of, or proclamation to carry out, a foreign trade 
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conduct tending to defeat the purposes of the act. As under existing 
law, this provision is subject to section 5 of the Trade Agreements 
Extension Act of 1951, which requires the President to withdraw 
benefits of trade agreement concessions to imports from U.S. S. R. 
and from any nation or area dominated or controlled by the foreign 
government or foreign organization controlling the world Communist 
movement. 

Paragraph (6) of subsection (a) authorizes the President to terminate 
at any time, in whole or in part, any proclamation made pursuant to 
section 350. This continues a provision of existing law; it has been 
moved to this separate subparagraph solely for reasons of clarity. 

Subsection (b) of section 3 of the bill amends existing law to make 
clear the limits of authority to reduce tariffs with respect to products 
of Cuba. 

Paragraph (1) in this subsection (b) deals with foreign trade agree- 
ments, whether with Cuba or any other country, which may be 
entered into before June 12, 1955, and continues unchanged the 
present authority to decrease duties on Cuban products to 50 percent 
of the rates existing on January 1, 1945, for such products. 

Paragraph (2) of this subsection deals with trade agreements which 
may be concluded after June 12, 1955. Just as the proposed subsec- 
tion (a) (2) (D) of section 350 confers authority to reduce general 
rates of duty (applicable to products other than Cuban products) by 
the use of three alternative methods, this paragraph gives parallel 
authority (the same three alternatives) with respect to the rates 
applicable to Cuban products, which in most cases are preferential. 
Under the third alternative method, the President could reduce all 
general rates which exceed 50 percent ad valorem to 50 percent ad 
valorem; in giving parallel authority with respect to products of Cuba, 
the last sentence of this paragraph authorizes the President to estab- 
lish a rate for Cuban products lower than 50 percent ad valorem if 
necessary to maintain the absolute margin of preference to which the 
products of Cuba are entitled. Any decreases in the Cuban rates 
must also be spread over a period of 3 years. The reference to sub- 
section (a) (2) (E) in this paragraph would permit decreasing duties on 
Cuban products to 50 percent of the rates existing on January 1, 1945, 
for such products if the trade agreement involving Japan is not entered 
into until after June 12, 1955. 

Subsection (c) of section 3 makes necessary technical amendments to 
subsection (c) of section 350 to conform with substantive changes in 
other parts of the bill. It is made clear that the limitations on duty 
increases or decreases are related to rates of duty other than rates 
of duty which apply to products only by reason of action taken under 
section 5 of Trade Agreements Extension Act of 1951. 
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agreement, means existing on the day on which that trade 
agreement is entered into. 

“(C) In applying paragraphs (2) (D) (i) and (3) (B) (i) 
of subsection (a), the rate of duty on an article included in 
a foreign trade agreement with respect to which notice of 
intention was published on November 16, 1954 (19 F. R. 
7379), if such agreement is entered into before July 1, 1955, 
shall be considered to be the rate ‘existing on July 1, 1955’.”’ 

(d) Section 350 of the Tariff Act of 1930, as amended (19 U. S. C., 
sec. 1351), is hereby amended by adding at the end thereof the follow- 
ing new subsection: 

“(e) The President shall submit to the Congress an annual report 
ou the operation of the trade agreements program, including informa- 
tion regarding new negotiations, modifications made in duties and 
import restrictions of the United States, reciprocal concessions ob- 
tained, modifications of existing trade agreements in order to effectuate 
more fully the purposes of the trade agreements legislation (including 
the incorporation therein of escape clauses), and other information 
relating to that program and to the agreements entered into there- 
under.” 

Sxc. 4. Subsection (b) of section 6 of the Trade Agreements Exten- 
sion Act of 1951, as amended (19 U. S. C., sec. 1363 (b)), is hereby 
amended by striking out the second sentence thereof. 


Sec. 5. (a) In the case of any article which the President deter- 
mines is not being imported into the United States or is being imported 
into the United States in negligible quantities, the President is author- 
ized to decrease by proclamation the rate of duty by not more than 
50 per centum of the rate existing on January 1, 1945. The President 
may take action under this subsection, notwithstanding that such 
action is not required or appropriate to carry out any foreign trade 
agreement, if he finds as a fact that the purpose of section 350 of the 
Tariff Act of 1930, as amended, will be promoted thereby. 

(b) The President shall take action under subsection (a) in con- 
formity with the applicable statutory provisions relating to the enter- 
ing into and proclamation of foreign trade agreements (such as public 
notice, public hearings, ‘‘peril points’’, limitations on amounts and 
timing of decreases, and other applicable provisions). The applicable 
statutory provisions relating to the carrying out, modification, suspen- 
sion, and termination of foreign trade agreements and proclamations 
made pursuant thereto shall apply to proclamations made pursuant 
to subsection (a), and to decreases in rates provided for therein, as 
though such proclamations had been made to carry out foreign trade 

agreements and as though the decreases reflected concessions granted 
under such agreements. Appropriate procedures for carryin out this 
section shall be established by the President on the basis of his deter- 
mination as to the details of the statutory provisions which are 
applicable. 

(c) For purposes of this section, the term “existing on January 1, 
1945” shall have the meaning given to such term by section 350 of the 
Tariff Act of 1930, as amended. 

(d) No proclamation shall be made pursuant to subsection (a) of 
this section after June 30, 1958. 
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Subsection (d) of section 3 adds a new subsection (e) to section 350, 
requiring the President to submit to Congress annually a report on 
the trade agreements program as recommended by the Commission 
on Foreign Economic Policy. The report is to contain, among other 
things, information on modifications of trade agreements, including a 
report on the incorporation of escape clauses in existing agreements, 
and information relating to agreements entered into. 


Section 4: This section deletes the requirements now in section 
6 (b) of the Trade Agreements Extension Act of 1951 that the Presi- 
dent report semiannually regarding action taken to incorporate 
escape clauses into existing agreements. New developments on this 
score would be covered by the comprehensive annual report of the 
President provided for in the new section 350 (e) described above. 

Section 5. This section gives effect to the proposal of the Com- 
mission on Foreign Economic Policy to authorize independently of 
any trade agreement, the reduction by 50 percent from the January 1, 
1945, rates in the case of products which are not being imported into 
the United States or are being imported in negligible quantities. Such 
reduction could only be made in conformity with the same kind of 
procedural safeguards as are contained in trade-agreements legislation, 
such as public notice, public hearings, “peril points,” limitations on 
amounts and timing of decreases, and other applicable procedures. 
The President would determine the procedural details of the trade- 
agreement procedures which are applicable and would, by executive 
order or otherwise, establish appropriate procedures for carrying out 
the purposes of this section. 

Subsection (d) of this section provides that no proclamation shall 
be made pursuant to subsection (a) of this section after June 30, 1958. 








SECTION 350 OF THE TARIFF ACT OF 1930, AS PROPOSED 
TO BE AMENDED BY H. R. 1, 84TH CONGRESS (EXISTING 
LAW PROPOSED TO BE OMITTED IS ENCLOSED IN BLACK 
BRACKETS, NEW MATTER IS PRINTED IN ITALICS, EXIST- 
ING LAW IN WHICH NO CHANGE IS PROPOSED IS SHOWN 
IN ROMAN) 


Part IlI]—Promorion or ForetGn TRADE ! 


Sec. 350. (a) (1) For the purpose of expanding foreign markets for 
the products of the United States (as a means of assisting in estab- 
lishing and maintaining a better relationship among various branches 
of American agriculture, industry, mining, and commerce) by regu- 
lating the admission of foreign goods into the United States in accord- 
ance with the characteristics and needs of various branches of Ameri- 
can production so that foreign markets will be made available to 
those branches of American production which require and are capable 
of developing such outlets by affording corresponding market oppor- 
tunities for foreign products in the United States, the President, 
whenever he finds as a fact that any existing duties or other import 
restrictions of the United States or any foreign country are unduly 
burdening and restricting the foreign trade of the United States and 
that the purpose above declared will be promoted by the means 
hereinafter specified, is authorized from time to time— 

[(1) To enter into foreign trade agreements with foreign gov- 
ernments or instrumentalities thereof; and 

[(2) To proclaim such modifications of existing duties and 
other import restrictions, or such additional import restrictions, 
or such continuance, and for such minimum periods, of existing 
customs or excise treatment of any article covered by foreign trade 
agreements, as are required or appropriate to carry out any foreign 
trade agreement that the President has entered into hereunder. 
No proclamation shall be made increasing or decreasing by more 
than 50 per centum any rate of duty, however established, existing 
on January 1, 1945 (even though ‘temporarily suspended by Act 
of Congress), or transferring any article between the dutiable and 
free lists. The proc Jaimed duties and other import restrictions 
shall apply to articles the growth, produce, or manufacture of all 
foreign countries, whether imported directly, or indirectly: Pro- 
vided, That the President may suspend the application to articles 
the growth, produce, or manufacture of any country because of 
its discriminatory treatment of American commerce or because of 
other acts (including the operations of international cartels) or 
policies which in his opinion tend to defeat the purposes set forth 
in this section; and the proclaimed duties and other import re- 


1 The first section of the Trade Agreements Act of June 12, 1934, added this part to title III of the Tariff 
Act of 1930. For text of the Act of June 12, 1934, see page 23. 
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strictions shall be in effect from and after such time as is specified 
in the proclamation. The President may at any time terminate 
any such proclamation in whole or in part.J 

(A) To enter into foreign trade agreements with foreign govern- 
ments or instrumentalities thereof containing provisions with respect 
to international trade, including provisions relating lo tariffs, to most- 
favored-nation standards and other standards of nondiseriminatory 
treatment affecting such trade, to quantitative import and export re- 
strictions, to customs formalities, and to other matters relating to such 
trade designed to promote the purpose of this section similar to any of 
the foregoing: Provided, That, except as authorized by subparagra ph 
(B) of this paragraph, no such provision shall be given effect in the 
United States in a manner inconsistent with existing legislation of 
the United States. 

(B) To proclaim such modifications of existing duties and other 
import restrictions, or such additional import restrictions, or such 
continuance, and for such minimum periods, of existing customs or 
excise treatment of any article covered by fore.gn trade agreements, 
as are required or appropriate to carry out any foreign trade agree- 
ment that the President has entered into hereunder. 

(2) No proclamation pursuant to paragraph (1) (B) of this sub- 
section shall be made— 

(A) Increasing by more than 50 per centum any rate of duty 
existing on January 1, 1948. 

(B) Transferring any article between the dutiable and free lists. 

(C) In order to carry out a foreign trade agreement entered into 
by the President before June 12, 1955, decreasing by more than 50 
per centum any rate of duty existing on January 1, 1945. 

(D) In order to carry out a foreign trade agreement entered into 
by the President on or after June 12, 1955, decreasing (except as 

ovided in subparagraph (EF) of this ' paragraph) any rate of duty 
Salete the lowest of the following rates: 

(i) The rate 15 per centum below the rate existing on July 1, 
1956. 

(wi) In the case of any article which the President deter- 
mines, at the time the foreign trade agreement is entered into, 
is not being imported into the United States or is being imported 
into the United States in negligible quantities, the rate 50 per 
centum below the rate existing on January 1, 1945. 

(iit) In the case of any article subject to an ad valorem rate 
of duty above 50 per centum (or a combination of ad valorem 
rates aggregating more than 50 per centum), the rate 50 per 
centum ad valorem (or a combination of ad valorem rates 
aggregating 50 per centum). In the case of any article subject 
to a specific rate of duty (or a combination of rates including a 
specific rate) the ad valorem equivalent of which has been deter- 
mined by the President to have been above 50 per centum 
during a period determined by the President to be @ repre- 
sentative period, the rate 50 per centum ad valorem or the rate 
(or a combination of rates), however stated, the ad valorem 
equivalent of which the President determines would have been 
50 per centum during such period. The standards of valua- 
tion contained in section 402 of this Act (as in effect during 
the representative period) shall be utilized by the President, to 

57600—55—pt. 1—_——4 
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the maximum extent he finds such utilization practicable, in 
making the determinations under the preceding sentence. 

(E) In order to carry out a foreign trade agreement entered into 
by the President on or after June 12, 1955, to which the Government 
of Japan is a party and with respect to which notice of intention to 
negotiate was published on November 16, 1954 (19 F. R. 7879), af 
the President determines that such decrease is necessary in order to 
provide expanding export markets for products of Japan (including 
such markets in third countries), decreasing by more than 50 per 
centum any rate of duty existing on January 1, 1948. 

(3) (A) Subject to the provisions of subparagraphs (B) and (C) of 
this paragraph, the provisions of any proclamation made under para- 
graph (1) (B) of this subsection, and the provisions of any proclamation 
of suspension under paragraph (5) of this subsection, shall be in effect 
from and after such time as is specified in the proclamation. 

(B) In the case of any decrease in duty to which paragraph (2) (D) 
of this subsection applies— 

(1) if the total amount of the decrease under the foreign trade 
agreement does not exceed 15 per centum of the rate existing on 
July 1, 1955, the amount of decrease becoming initially effective 
at one time shall not exceed 5 per centum of the rate existing on 
July 1, 1955; 

(vi) except as provided in clause (i), not more than one-third of 
the total amount of the decrease under the foreign trade agreement 
shall become initially effective at one time; and 

(iit) no part of the decrease after the first part shall become 
initially effective until the immediately previous part shall have 
been in effect for a period or periods aggregating not less than one 
year. 

(C) No part of any decrease in duty to which the alternative specified 
in paragraph (2) (D) (2) of this subsection applies shall become initially 
effective after the expiration of the three-year period which begins on 
July 1, 1955. If any part of such decrease has become effective, then 
for purposes of this subparagraph any time thereafter during which 
such part of the decrease is not wn effect by reason of legislation of the 
United States or action thereunder shall be excluded in determining when 
the three-year period expires. 

(D) If the President determines that such action will simplify the 
computation of the amount of duty imposed with respect to an article, 
he may exceed any limitation specified in paragraph (2) (D) or (E) of 
this subsection or subparagraph (B) of this paragraph by not more than 
whichever of the following is lesser: 

(i) The difference between the limitation and the next lower whole 
number, or 

(it) One-half of 1 per centum ad valorem. 

In the case of a specific rate (or of a combination of rates which includes 
a specific rate), the one-half of 1 per centum specified in clause (ii) of the 
preceding sentence shall be determined in the same manner as the ad 
valorem effect of rates not stated wholly in ad valorem terms is determined 
for the purposes of paragraph (2) (D) (iti) of this subsection. 

(4) In exercising his authority under this section, the President shall 
avoid, to the maximum extent he deems practicable and consistent unth the 
purpose of thas section, the subdivision of classification categories. 
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(5) Subject to the provisions of section 5 of the Trade Agreements 
Extension Act of 1951 (19 U.S. C., see. 1862), duties and other import 
restrictions proclaimed pursuant to this section shall apply to articles the 
growth, shediues: or manufacture of all foreign countries, whether imported 
directly or indirectly: Provided, That the President may suspend the 
application to articles the growth, produce, or manufacture of any 
country because of its discriminatory treatment of American commerce 
or because of other acts (including the operations of international cartels) 
or policies which in his opinion tend to defeat the purpose of this section. 

(6) The President may at any time terminate, in dhots or in part, any 
proclamation made pursuant to this section. 

(b) Nothing in this section shall be construed to prevent the appli- 
cation, with respect to rates of duty established under this section 
pursuant to agreements with countries other than Cuba, of the pro- 
visions of the treaty of commercial reciprocity concluded between the 
United States and the Republic of Cuba on December 11, 1902, or to 
preclude giving effect to an exclusive agreement with Cuba concluded 
under this section, modifying the existing preferential customs treat- 
ment of any article the growth, produce, or manufacture of Cuba. 
Nothing in this Act shall be construed to preclude the application to 
any product of Cuba (including products preferentially free of duty) 
of a rate of duty not higher than the rate applicable to the like products 
of other foreign countries (except the Philippines), whether or not the 
application of such rate involves any preferential customs treatment. 
No rate of duty on products of Cuba [shall in any case be decreased 
by more than 50 per centum of the rate of duty, however established, 
existing on January 1, 1945 (even though temporarily suspended by 
Act of Congress)] shall be decreased— 

(1) In order to carry out a foreign trade agreement entered into by 
the President before June 12, 1955, by more than 50 per centum of 
or oun of duty existing on January 1, 1945, with respect to products 
of Cuba. 

(2) In order to carry out a foreign trade agreement entered into 
by the President on or after June 12, 1955, below the applicable 
alternative specified in subsection (a) (2) (D) or (E) (subject to the 
provisions of subsection (a) (3) (B), (C), and (D)), each such alter- 
native to be read for the purposes of this paragraph as relating to the 
rate of duty applicable to products of Cuba. With respect to prod- 

of Cuba, the limitation of subsection (a) (2) (D) (iii) may be 
exceeded to such extent as may be required to maintain an absolute 
margin of preference to which such products are entitled. 

(c) (1) As used in this section, the term ‘‘duties and other import 
restrictions’ includes [(1)] (A) rate and form of import duties and 
classification of articles, and [(2)] (B) limitations, prohibitions, 
charges, and exactions other than duties, imposed on importation or 
imposed for the regulation of imports. 

(2) For purposes of this section— 

(A) Except as provided in subsection (d) and subparagraph (C) 
of this paragraph, the terms “existing on January 1, 1945” and 
“existing on July 1, 1955” refer to rates of duty (however established, 
and even though temporarily suspended by Act of Congress or other- 
wise) existing on the date specified, except rates in effect by reason of 
action taken pursuant to section 5 of the Trade Agreements Exten- 
sion Act of 1951 (19 U.S. C., sec. 1362). 
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(B) The term “existing” without the specification of any date, 
when used with respect to any matter relating to the conclusion of, 
or proclamation to carry out, a foreign trade agreement, means exist- 
ing on the day on which that trade agreement 1s entered into. 

(C) In applying paragraphs (2) (D) (2) and (8) (BP) (a) of 
subsection (a), the rate of duty on an article included in a foreign 
trade agreement with respect to which notice of intention was pub- 
lished on November 16, 1954 (19 F. R. 7379), if such agreement 
is entered into before July 1, 1955, shall be considered to be the rate 
“existing on July 1, 1958”’. 

(d) (1) When any rate of duty has been increased or decreased 
for the duration of war or an emergency, by agreement or otherwise, 
any further increase or decrease shall be computed upon the basis of 
the post-war or post-emergency rate carried in such agreement or 
otherwise. 

(2) Where under a foreign trade agreement the United States has 
reserved the unqualified right to withdraw or modify, after the termi- 
nation of war or an emergency, a rate on a specific commodity, the 
rate on such commodity to be considered as “existing on January 1, 
1945” for the purpose of this section shall be the rate which would 
have existed if the agreement had not been entered into. 

(3) No proclamation shall be made pursuant to this section for 
the purpose of carrying out any foreign trade agreement the proclama- 
tion with respect to which has been terminated in whole by the 
President prior to the date this subsection is enacted. 

(e) The President shall submit to the Congress an annual report on 
the operation of the trade agreements program, including information 
regarding new negotiations, modifications made in duties and import 
restrictions of the United States, reciprocal concessions obtained, modi- 
fications of existing trade agreements in order to effectuate more fully 
the purposes of the trade agreements legislation (including the incorpora- 
tion therein of escape clauses), and other information relating to that 
program and to the agreements entered into thereunder. 














TRADE AGREEMENTS ACT OF JUNE 12, 1934, AS AMENDED 


AN ACT 
To amend the Tariff Act of 1930 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Tariff Act of 1930 
is amended by adding at the end of title ILI the followi ing: 


“Part I1J—Promotion of Foreign Trade 


“SEC, , 350. [For text of this section, as amended, see page 18.]’’ 

Sec. 2. (a) Subparagraph (d) of paragraph 369, the last sentence of 
Beste 1402, and the provisos to paragraphs 371, 401, 1650, 1687, 
and 1803 (1) of the Tariff Act of 1930 are repealed. The provisions of 
section 336 of the Tariff Act of 1930 shall not apply to any article with 
respect to the importation of which into the United States a foreign 
trade agreement has been concluded pursuant to this Act, or to any 
provision of any such agreement. The third paragraph of section 311 
of the Tariff Act of 1930 shall apply to any agreement concluded 
pursuant to this Act to the extent only that such agreement assures 
to the United States a rate of duty on wheat flour produced in the 
United States which is preferential in respect to the lowest rate of 
duty imposed by the country with which such agreement has been con- 
cluded on like flour produced in any other country; and upon the with- 
drawal of wheat flour from bonded manufacturing warehouses for 
exportation to the country with which such agreement has been con- 
cluded, there shall be levied, collected, and paid on the imported wheat 
used, a duty equal to the amount of such assured preference. 

(b) Every foreign trade agreement concluded pursuant to this 
Act shall be subject to termination, upon due notice to the foreign 
government concerned, at the end of not more than three years from 
the date on which the agreement comes into force, and, if not then 
terminated, shall be subject to termination thereafter upon not more 
than six months’ notice. 

(c) The authority of the President to enter into foreign trade 
agreements under section 1 of this Act shall terminate on the expira- 
tion of three years from the date of the enactment of this Act.' 

Sec. 3. Nothing in this Act shall be construed to give any authority 
to cancel or reduce, in any manner, any of the indebtedness of any 
foreign country to the United States. 

1 The Act was approved on June 12, 1934. Section 2 of H. R. 1, 84th Congress, proposes to extend the 
riod during which the President may enter into foreign trade agreements until! the close of June 30, 1958. 
he President's authority to enter into foreign trade agreements has been extended from time to time as 
follows: Puw. Res. No. 10, 75th Cong., for 3 years from June 12, 1937 (50 Stat. 24); Pub. Res. No. 61, 76th 
Cong., for 3 years from June 12, 1940 (54 Stat. 107); Pub. Law 66, 78th Cong., for 2 years from June 12, 1943 
(57 Stat. 125); Pub. Law 130, 79th Cong., for 3 years from June 12, 1945 (59 Stat. 410); Pub. Law 792, 80th 
Cong., from June 12, 1948 until the close of June 30, 1949 (62 Stat. 1053); Pub. Law 307, Sist Cong., (which 
repealed Pub. Law 792, 80th Cong.) for 3 years from June 12, 1948 (63 Stat. 697); Pub. Law 50, 82d Cong., 


for 2 years from June 12, 1951 (65 Stat. 72); Pub. Law 215, 83d Cong., for 1 year from June 12, 1953 (67 Stat. 
472); Pub. Law 464, 83d Cong., for 1 year from June 12, 1954 (68 Stat. 360). 
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Sec. 4. Before any foreign trade agreement is concluded with any 
foreign government or instrumentality thereof under the provisions. 
of this Act, reasonable public notice of the intention to negotiate an 
agreement with such government or instrumentality shall be given 
in order that any interested person may have an opportunity to 
present his views to the President, or to such agency as the President 
may designate, under such rules and regulations as the President 
may prescribe; and before concluding such agreement the President 
shall request the Tariff Commission to make the investigation and 
report provided for by section 3 of the Trade Agreements Extension 
Act of 1951, and shall seek information and advice with respect to 
such agreement from the Departments of State, Agriculture, Commerce, 
and Defense, and from such other sources as he may deem appropriate. 











TRADE AGREEMENTS EXTENSION ACT OF 1951 AS AMENDED 
BY THE TRADE AGREEMENTS EXTENSION ACT OF 1953 


AN ACT 


To extend the authority of the President to enter into 
trade agreements under section 350 of the Tariff Act 
of 1930, as amended, and for other purposes. 


Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled, 
That this Act may be cited as the “Trade Agreements 
Extension Act of 1951”. 

Sec. 2. The period during which the President is 
authorized to enter into foreign trade agreements under 
section 350 of the Tariff Act of 1930, as amended and 
extended, is hereby extended for a further period of two 
years from June 12, 1951. 

Sec. 3. (a) Before entering into negotiations concern- 
ing any proposed foreign trade agreement under section 
350 of the Tariff Act of 1930, as amended, the President 
shall furnish the United States Tariff Commission (here- 
inafter in this Act referred to as the ‘‘Commission’’) 
with a list of all articles imported into the United States 
to be considered for possible modification of duties and 
other import restrictions, imposition of additional im- 
port restrictions, or continuance of existing customs or 
excise treatment. Upon receipt of such list the Com- 
mission shall make an investigation and report to the 
President the findings of the Commission with respect 
to each such article as to (1) the limit to which such 
modification, ‘imposition, or continuance may be ex- 
tended in order to carry out the purpose of such section 
350 without causing or threatening serious injury to the 
domestic industry producing like or directly competitive 
articles; and (2) if increases in duties or additional import 
restrictions are required to avoid serious injury to the 
domestic industry producing like or directly competitive 
articles the minimum increases in duties or additional 
import restrictions required. Such report shall be made 
by the Commission to the President not later than 120 
days after the receipt of such list by the Commission. 
No such foreign trade agreement shall be entered into 
until the Commission has made its report to the Presi- 
dent or until the expiration of the 120-day period. 

(b) In the course of any investigation pursuant to this 
section the Commission shall hold hearings and give 
reasonable public notice thereof, and shall afford reasona- 
ble opportunity for parties interested to be present, to 
produce evidence, and to be heard at such hearings. 
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(c) Section 4 of the Act entitled ““An Act to amend the 
Tariff Act of 1930”, approved June 12, 1934, as amended 
(19 U.S. C., sec. 1354), is hereby amended by striking 
out the matter following the semicolon and inserting in 
lieu thereof the following: “and before concluding such 
agreement the President shall request the Tariff Com- 
mission to make the investigation and report provided 
for by section 3 of the Trade Agreements Extension Act 
of 1951, and shall seek information and advice with 
respect to such agreement from the Departments of 
State, Agriculture, Commerce, and Defense, and from 
such other sources as he may deem appropriate.” 

Sec. 4. (a) Within thirty days after any trade agree- 
ment under section 350 of the Tariff Act of 1930, as 
amended, has been entered into which, when effective, 
will (1) require or make appropriate any modification of 
duties or other import restrictions, the imposition of 
additional import restrictions, or the continuance of 
existing customs or excise treatment, which modification, 
imposition, or continuance will exceed the limit to which 
such modification, imposition, or continuance may be 
extended without causing or threatening serious injury 
to the domestic industry ‘producing like or directly com- 
petitive articles as found and reported by the Tariff 
Commission under section 3, or (2) fail to require or make 
appropriate the minimum increase in duty or additional 
import restrictions required to avoid such injury, the 
President shall transmit to Congress a copy of ‘such 
agreement together with a message accurately identifying 
the article with respect to which such limits or minimum 
requirements are not complied with, and stating his 
reasons for the action taken with respect to such article. 
If either the Senate or the House of Representatives, or 
both, are not in session at the time of such transmission, 
such agreement and message shall be filed with the 
Secretary of the Senate or the Clerk of the House of 
Representatives, or both, as the case may be. 

(b) Promptly after the President has transmitted such 
foreign trade agreement to Congress the Commission 
shall deposit w ith the Committee on W ays and Means of 
the House of Representatives, and the Committee on 
Finance of the Senate, a copy of the portions of its report 
to the President dealing with the articles with respect to 
which such limits or minimum requirements are not 
complied with. 

Sec. 5. As soon as practicable, the President shall take 
such action as is necessary to suspend, withdraw or 
prevent the application of any reduction in any rate of 
duty, or binding of any existing customs or excise treat- 
ment, or other concession contained in any trade agree- 
ment entered into under authority of section 350 of the 
Tariff Act of 1930, as amended and extended, to imports 
from the Union of Soviet Socialist Republics and to 
imports from any nation or area dominated or controlled 
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by the foreign government or foreign organization 
controlling the world Communist movement. 

Sec. 6. (a) No reduction in any rate of duty, or Escape clause: 
binding of any existing customs or excise treatment, or {Mtinusnce ot 

| other concession hereafter proclaimed under section 350 concessions. 

| of the Tariff Act of 1930, as amended, shall be permitted 

to continue in effect when the product on which the con- 

cession has been granted is, as a result, in whole or in 

part, of the duty or other customs treatment reflecting 

such concession, being imported into the United States 

in such increased quantities, either actual or relative, 

as to cause or threaten serious injury to the domestic 
industry producing like or directly competitive products. 

(b) The President, as soon as practicable, shall take 
such action as may be necessary to bring trade agree- 
ments heretofore entered into under section 350 of the 
Tariff Act of 1930, as amended, into conformity with 
the policy established in subsection (a) of this section. 

[On or before January 10, 1952, and every six months Report to 
thereafter, the President shall report to the Congress on ©™*** 
the action taken by him under this subsection.} ' 

Sec. 7. (a) Upon the request of the President, upon Fsce clause it 
resolution of either House of Congress, upon resolution Tariff Commis- 
of either the Committee on Finance of the Senate or the *°™ 
Committee on Ways and Means of the House of Rep- 
resentatives, upon its own motion, or upon application 
of any interested party, the United States Tariff Com- 
mission shall promptly make an investigation and make 
a report thereon not later than nine months after the 
application is made to determine whether any product 
upon which a concession has been granted under a trade 
agreement is, as a result, in whole or in part, of the duty 
or other customs treatment reflecting such concession, 
being imported into the United States in such increased 
quantities, either actual or relative, as to cause or 
threaten serious injury to the domestic industry pro- 
ducing like or directly competitive products. [Amended 
by Trade Agreements Extension Act of 1953, Public 
Law 215, 83d Congress (67 Stat. 472).] res 

In the course of any such investigation, whenever it Gaanietin 
finds evidence of serious injury or threat of serious injury »erines. 
or whenever so directed by resolution of either the Com- 
mittee on Finance of the Senate or the Committee on 
Ways and Means of the House of Representatives, the 
Tariff Commission shall hold hearings giving reasonable 
public notice thereof and shall afford reasonable oppor- 
tunity for interested parties to be present, to produce 
evidence, and to be heard at such hearings. 

Should the Tariff Commission find, as the result of its Pepommendatee 
investigation and hearings, that a product on which a 
concession has been granted is, as a result, in whole or 
in part, of the duty or other customs treatment reflecting 





1 Section 4of H. R. 1, 84th Congress, proposes to strike out thissentence. Section 3 (d) of H. R. 1 proposes 
to require a comprehensive annual report by the President to the Congress with respect to the trade agree- 
ments program. 
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such concession, being imported in such increased quan- 
tities, either actual or relative, as to cause or threaten 
serious injury to the domestic industry producing like 
or directly competitive products, it shall recommend to 
the President the withdrawal or modification of the 
concession, its suspension in whole or in part, or the 
establishment of import quotas, to the extent and for 
the time necessary to prevent or remedy such injury. 
Within sixty days, or sooner if the President has taken 
action under subsection (c) of this section, the Tariff 
Commission shall transmit to the Committee on Finance 
of the Senate and the Committee on Ways and Means of 
the House of Representatives an exact copy of its report 
and recommendations to the President. 

(b) In arriving at a determination in the foregoing pro- 
cedure the Tariff Commission, without excluding other 
factors, shall take into consideration a downward trend 
of production, employment, prices, profits, or wages in 
the domestic industry concerned, or a decline in sales, 
an increase in imports, either actual or relative to do- 
mestic production, a higher or growing inventory, or a 
decline in the proportion of the domestic market supplied 
by domestic producers. 

(c) Upon receipt of the Tariff Commission’s report of 
its investigation and hearings, the President may make 
such adjustments in the rates of duty, impose such 
quotas, or make such other modifications as are found 
and reported by the Commission to be necessary to 
prevent or remedy serious injury to the respective 
domestic industry. If the President does not take such 
action within sixty days he shall immediately submit a 
report to the Committee on Ways and Means of the 
House and to the Committee on Finance of the Senate 
stating why he has not made such adjustments or 
modifications, or imposed such quotas. 

(d) When in the judgment of the Tariff Commission 
no sufficient reason exists for a recommendation to the 
President that a concession should be withdrawn or 
modified or a quota established, it shall make and pub- 
lish a report stating its findings and conclusions. 

Sec. 8. (a) In any case where the Secretary of Agri- 
culture determines and reports to the President and to 
the Tariff Commission with regard to any agricultural 
commodity that due to the perishability of the com- 
modity a condition exists requiring emergency treat- 
ment, the Tariff Commission shall make an immediate 
investigation under the provisions of section 22 of the 
Agricultural Adjustment Act, as amended, or under the 
provisions of section 7 of this Act to determine the facts 
and make recommendations to the President for such 
relief under those provisions as may be appropriate. 
The President may take immediate action, however, 
without awaiting the recommendations of the Tariff 
Commission if in his judgment the emergency requires 
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such action. In any case the report and findings of the 
Tariff Commission and the decision of the President shall 
be made at the earliest possible date and in any event 
not more than 25 calendar days after the submission of 
the case to the Tariff Commission. 

(b) Subsection (f) of section 22 of the Agricultural 
Adjustment Act, as amended, is hereby amended to read 
as follows: 

““(f) No trade agreement or other international agree- 
ment heretofore or hereafter entered into by the United 
States shall be applied in a manner inconsistent with the 
requirements of this section.” 

(c) Subsection (b) of section 22 of the Agricultural 
Adjustment Act, as amended, is amended by adding at 
the end thereof the following: 

“In any case where the Secretary of Agriculture deter- 
mines and reports to the President with regard to any 
article or articles that a condition exists requiring emer- 
gency treatment, the President may take immediate 
action under this section without awaiting the recom- 
mendations of the Tariff Commission, such action to 
continue in effect pending the report and recommenda- 
tions of the Tariff Commission and action thereon by the 
President.”” [Added by Trade Agreements Extension 
Act of 1953, Public Law 215, 83d Congress (67 Stat. 
472).] 

Src. 9. (a) The second sentence of section 2 (a) of the 
Act entitled ‘‘An Act to amend the Tariff Act of 1930’, 
approved June 12, 1934, as amended, is amended by 
striking out the word “sections” and inserting in lieu 
ee the word “section” and by striking out ‘and 
516 (b)”’. 

(b) Subsection (c) of section 17 of the Customs Admin- 
istrative Act of 1938, as amended, is hereby repealed. 

Sec. 10. The enactment of this Act shall not be con- 
strued to determine or indicate the approval or dis- 
approval by the Congress of the Executive Agreement 
known as the General Agreement on Tariffs and Trade. 

Sec. 11. The President shall, as soon as practicable, 
take such measures as may be necessary to prevent the 
importation of ermine, fox, kolinsky, marten, mink, 
muskrat, and weasel furs and skins, dressed or undressed, 
which are the product of the Union of Soviet Socialist 
Republics or of Communist China. 

Approved June 16, 1951. 
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PUBLIC LAW 464—83d CONGRESS 
AN ACT 


To extend the authority of the President to enter into trade agreements 
under section 350 of the Tariff Act of 1930, as amended. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the period during which 
the President is authorized to enter into foreign-trade agreements 
under section 350 of the Tariff Act of 1930, as amended and extended 
(19 U.S. C., see. 1351), is hereby extended for a further period of one 
year from June 12, 1954. 

Sec. 2. No action shall be taken pursuant to such section 350 to 
decrease the duty on any article if the President finds that such reduc- 
tion would threaten domestic production needed for projected national 
defense requirements. 

Sec. 3. The enactment of this Act shall not be construed to deter- 
mine or indicate the approval or disapproval by the Congress of the 
Executive agreement known as the General Agreement on Tariffs and 
Trade. 

Approved July 1, 1954. 
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SECTION 22 OF THE AGRICULTURAL ADJUSTMENT ACT, 
AS AMENDED 


Sec. 22. (a) Whenever the Secretary of Agriculture has reason to 
believe that any article or articles are being or are practically certain to 
be imported into the United States under such conditions and in such 
quantities as to render or tend to render ineffective, or materially inter- 
fere with, any program or operation undertaken under this title or the 
Soil Conservation and Domestic Allotment Act, as amended, or section 
32, Public Law Numbered 320, Seventy-fourth Congress, approved 
August 24, 1935, as amended, or any loan, purchase, or other program 
or operation undertaken by the Department of Agriculture, or any 
agency operating under its direction, with respect to any agricultural 
commodity or product thereof, or to reduce substantially the amount 
of any product processed in the United States from any agricultural 
commodity or product thereof with respect to which any such program 
or operation is being undertaken, he shall so advise the President, and, 
if the President agrees that there is reason for such belief, the President 
shall cause an immediate investigation to be made by the United States 
Tariff Commission, which shall give precedence to investigations 
under this section to determine such facts. Such investigation shall be 
made after due notice and opportunity for hearing to interested 
parties, and shall be conducted subject to such regulations as the 
President shall specify. 

(b) If, on the basis of such investigation and report to him of 
findings and recommendations made in connection therewith, the 
President finds the existence of such facts, he shall by proclamation 
impose such fees not in excess of 50 per centum ad valorem or such 
quantitative limitations on any article or articles which may be 
entered, or withdrawn from wafehouse, for consumption as he finds 
and declares shown by such investigation to be necessary in order 
that the entry of such article or articles will not render or tend to 
render ineffective, or materially interfere with, any program or opera- 
tion referred to in subsection (a) of this section, or reduce substan- 
tially the amount of any product processed in the United States from 
any such agricultural commodity or product thereof with respect to 
which any such program or operation is being undertaken: Provided, 
That no proclamation under this section shall impose any limitation 
on the total quantity of any article or articles which may be entered, 
or withdrawn from warehouse, for consumption which reduces such 
permissible total quantity to proportionately less than 50 per centum 
of the total quantity of such article or articles which was entered, or 
withdrawn from warehouse, for consumption during a representative 
period as determined by the President: And provided further, That 
in designating any article or articles, the President may describe them 
by phys sical qualities, value, use, or upon such other bases as he shall 
determine. 
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In any case where the Secretary of Agriculture determines and 
reports to the President with regard to any article or articles that a 
condition exists requiring emergency treatment, the President may 
take immediate action under this section without awaiting the recom- 
mendations of the Tariff Commission, such action to continue in 
effect pending the report and recommendations of the Tariff Com- 
mission and action thereon by the President. 

(c) The fees and limitations imposed by the President by procla- 
mation under this section and any revocation, suspension, or modifica- 
tion thereof, shall become effective on such date as shall be therein 
specified, and such fees shall be treated for administrative purposes 
and for the purposes of section 32 of Public Law Numbered 320, 
Seventy-fourth Congress, approved August 24, 1935, as amended, as 
duties imposed by the Tariff Act of 1930, but such fees shall not be 
considered as duties for the purpose of granting any preferential con- 
cession under any international obligation of the United States. 

(d) After investigation, report, finding, and declaration in the 
manner provided in the case of a proclamation issued pursuant to 
subsection (b) of this section, any proclamation or provision of such 
proclamation may be suspended or terminated by the President when- 
ever he finds and proclaims that the circumstances requiring the proc- 
lamation or provision thereof no longer exist or may be modified by 
the President whenever he finds and proclaims that changed circum- 
stances require such modification to carry out the purposes of this 
section. 

(e) Any decision of the President as to facts under this section 
shall be final. 

(f) No trade agreement or other international agreement hereto- 
fore or hereafter entered into by the United States shall be applied 
in a manner inconsistent with the requirements of this section. 
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The CHarrMan. As the announcement of the hearings indicated, 
the hearings are being held on H. R. 1 and they will be confined to the 
tariff recommendations contained therein. 

Today our first witness will be the Honorable John Foster Dulles, 
the Secretary of State, who will be followed by the Honorable Ezra 
Taft Benson, Secretary of Agriculture, and the Honorable Harold E. 
Stassen, Director, Foreign Operations Administration. 

On Tuesday we will resume hearing the views of Cabinet officials by 
hearing from the Honorable Sinclair Weeks, Secretary of Commerce, 
the Honorable Charles E. Wilson, Secretary of Defense, the Honorable 
George M. Humphrey, Secretary of the Treasury, and the Honorable 
James P. Mitchell, Secretary of Labor. 

Mr. Secretary, the committee is pleased to have you present today, 
and we now recognize you for your statement to the committee. 

Mr. Reep. Mr. Chairman, I wish to join in those sentiments. 

We are delighted to see you here. I think that you are one of the 
busiest men that I know of in this country, and I am surprised that 
you could really find time to get here. Thank you very much, sir, 
for being here. 

Chairman Coorrr. We all concur in that statement. We are 
delighted to have you. You are recognized for your statement. 


STATEMENT OF HON. JOHN FOSTER DULLES, 
SECRETARY OF STATE 


Secretary Duties. Mr. Chairman and members of the committee, 
it is my privilege to appear before you in support of the foreign 
economic program which President Eisenhower outlined in his message 
to Congress on January 10. Specifically, I am here to urge the 
enactment of H. R. 1, which extends the Trade Agreements Act. 

I appear because I am convinced that the enactment of that bill 
will promote the security and the welfare of the United States. 

Today we recognize that that security and welfare cannot be 
achieved without cooperative relations with other nations. We need 
to have partners in the great task of preserving human liberty. 
Fortunately, we do have such partners. The partnership relationship 
is in many cases expressed by defense or mutual security treaties. 
By such treaties, including those now pending before the Senate, 
more than 40 nations are bound to us, and we are bound to them. 

Our mutual security treaties serve us indispensably. They create 
in the aggregate what none of us possesses alone, that is a total 
power which vastly exceeds that of the Soviet bloc. Also our derense 
arrangements provide such locations for striking power as make it 
clear to any potential military aggressor that he stands to lose more 
than he could gain. Thus there is a powerful deterrent to war. 

That is the key to our peace policy. It is a policy which has the 
overwhelming support of the Nation without regard to party. 

It would, however, be a great mistake to assume that our security 
can be assured merely by treaties of military alliance. Such treaties. 
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crumble unless they are supported by something more than words, or 
even by weapons. They require a solid foundation of mutual good 
will. This, in turn, requires that the parties should have a genuine 
concern for each other’s welfare. 

Most of our security treaties recognize the close relationship between 
security and economic welfare. 

The United Nations Charter, which is in a sense the father of all our 
mutual security treaties, says that “conditions of stability and well- 
being are necessary for peaceful and friendly relations among nations.”’ 

The Rio Pact of the Americas proclams that security and peace are 
founded, among other things, ‘‘on the indispensable well-being of the 
people.” 

The North Atlantic Treaty obligates the parties to “‘seek to elimi- 
nate conflict in their international economic policies and encourage 
economic collaboration.” 

The recently signed Manila Pact contemplates that the parties will 
“cooperate with one another in * * * economic measures * * * de- 
signed both to promote economic progress and social well-being.”’ 

In this economic field many nations have a responsibility. But the 
heaviest responsibility lies upon the United States. That is because 
we are the world’s principal economic unit. Although the United 
States represents less than 7 percent of the world’s population, we ac- 
count for more than 40 percent of the world’s production. Our trade 
accounts for between 15 and 20 percent of the world’s total trade. We 
are the largest single supplier of, and the largest single market for, 
many foreign countries. Therefore, our economic behavior is of tre- 
mendous importance to our friends and allies. Indeed, we would 
quickly alienate our friends and allies if we followed trade policies 
which cut across their vital needs. 

Many do have such vital needs. Take, for example, Japan. 
Japan’s total area is slightly smaller than California. But only 16 
percent of its land is arable, and it is virtually without any natural 
wealth. Its present population is 87 million, which amounts to 
nearly 4,500 people for each square mile of arable land. These people 
cannot live except through imports, and they cannot pay for imports 
unless they export. Japan has a large industrial capacity, but this 
serves her little unless she can import the necessary raw materials 
and export the resultant manufactured goods. 

There are many countries which, not having any appreciable in- 
dustry of their own, must export raw materials so that they can buy 
elsewhere needed manufactured goods. That is the case in Indonesia, 
in relation to tin and rubber; in Venezuela, in relation to petroleum; 
in Egypt, in relation to cotton; in Ceylon, in relation to tea and rubber 
in Chile, in relation to copper; in Brazil and Colombia, in relation to 
coffee; and in Cuba, in relation to sugar. Many of the Arab peoples 
depend on exports of petroleum. In Pakistan there is large depend- 
ence on exports of cotton and jute. 

Even countries with more balanced economies also depend heavily 
upon foreign trade. For the United Kingdom, exports have amounted 
to approximately 21 percent of national income in recent years. For 
Canada, the percentage has been about 26 percent; for Denmark, 
27 percent; for the Netherlands, 26 percent; for Australia, 21 percent; 
and for New Zealand, 37 percent. West Germany, too, has a dense 
population whose well-being depends on exports. 
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Such figures show that it would be folly for us to be indifferent to 
world trade. 

I am glad to say that we have not committed that folly. We have 
succeeded in maintaining a vigorous economy of our own, which has 
been a major factor in holding the free world together. We have 
drawn heavily on that economy to meet the special needs of others. 
Our tariff rates have for the most part been kept moderate and we 
have had quotas on only a few products. Our exports and imports 
have greatly increased from the prewar level. 

However, other countries are uncertain as to the future trend of 
our trade policies. They fear that we may shift to a policy of raising 
rather than lowering trade barriers. 

Such fears, unless allayed, could set up a chain reaction which would 
gravely damage and disrupt the free world. It would bring to pass 
what Soviet forecasters have predicted and would provide hostile 
rulers with another opportunity greatly to expand their power. 

The enactment of the pending bill will clear the air and dissipate the 
hopes of our enemies and the fears of our friends. 

H. R. 1 would extend for 3 years the present Trade Agreements 
Act, which goes back to 1934, and it would authorize the President, 
subject to the present peril and escape-clause provisions: 

1. To reduce, through multilateral and reciprocal negotiations, 
tariff rates on selected commodities by not more than 5 percent per 
year for 3 years; 

2. To reduce, through multilateral and reciprocal negotiations, 
any tariff rates in excess of 50 percent to that level over a 3-year 
period; and 

3. To reduce, by not more than one-half over a 3-year period, 
tariff rates in effect on January 1, 1945, on articles which are not now 
being imported or which are being imported only in negligible quanti- 
ties. 

A principal advantage of the bill, from the foreign relations stand- 
point, which I particularly present here, is that it extends the Trade 
Agreements Act for 3 years, and that increases certainty. 

In 1953 and again in 1954, the Trade Agreements Act was extended 
only for a period of 1 year. I do not criticize that. For many 
years prior to 1953 international trade had been dominated by war 
factors. From 1939 to 1945, the Second World War was in progress. 
From 1945 until 1950, the task was one of rebuilding economic poten- 
tials abroad which had been largely destroyed by the war. In June 
1950 the Korean war began, and in many countries emergency military 
programs were adopted at the expense of their peacetime industries. 
Only with the conclusion of the Korean armistice in the summer of 
1953 did there come the opportunity to evaluate our trade policies in 
the light of worldwide peacetime conditions. 

Now, however, we have had 2 years of such evaluation. We have 
seen that under the Trade Agreements Act as annually renewed there 
was no serious depression of our economy. In fact, today our econ- 
omy is at a high peacetime level in terms of employment, real wages, 
and productivity. The living standards of our workers and farmers 
are the highest in history. Therefore, it seems to me, the time has 
come to renew the act not just for a year, but for 3 years. That will 
have a stabilizing effect and increase confidence throughout the free 
world. 
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A second important factor of the bill, from the standpoint of 
foreign relations, is that it provides the President with new negotiating 
powers which will enable the United States to make a new start in 
promoting freer trade policies on the part of other nations. The 
United States cannot itself be the recipient of all of the surpluses of 
other countries. The greatest possibilities of foreign trade expansion 
exist elsewhere. But these possibilities cannot be realized unless the 
United States is in a position to exert a continuing influence upon 
the trade policies of the free world. 

I can assure you, Mr. Chairman and members of the committee, 
that it is the administration’s intention to exercise powers contem- 
plated by the bill in such a manner that the legitimate concerns of 
United States business will be fully taken into account. 

Mr. Chairman, the point of view which I am expressing here today 
is the same as that which I have held for many years. I recall that 
on April 15, 1943, 1 wrote to the late Mr. Doughton, an honored 
chairman of this Ways and Means Committee, recommending at 
that time renewal of the Trade Agreements Act. In that letter I 
made two principal points: The first was that the United States 
could no longer consider its economic policies to be matters of purely 
domestic concern because the world had become so interdependent 
that each country’s trade and monetary policies had important 
repercussions upon others. Secondly, in that letter I stressed the 
fact that world trade conditions needed to be given stability. With- 
out this, I said no people can make long-range plans and a widespread 
sense of economic and social insecurity is created. 

Now, since I wrote that letter, 12 years have elapsed. Today I 
am only confirmed in the earlier views which I thus expressed. 

Now I hope, Mr. Chairman, that I have not given the impression 
that the pending bill would primarily serve the economic interests of 
others. That is by no means the case. But I do not hesitate to say 
that even if it were the case, I would still advocate the bill as needed 
to preserve the unity and vigor of the free world in the face of the 
terrible menace that confronts it. In time of war we unhesitatingly 
make sacrifices that are immense. I believe that in time of peace we 
should also be prepared to make some sacrifices in order to hold to- 
gether a free world partnership which is indispensable to the peace 
and security of each of the parties. 

Happily, however, we do not need to think of this bill as sacrificial, 
even in terms of trade. It isa bill to expand our foreign trade. And 
that is good business for us. 

In 1953 our exports, excluding military aid, amounted to $12 bil- 
lion. The economic effect of exports is not as directly or as easily 
perceived as the economic effect of imports. But exports make an 
immense contribution to gainful employment and to the well-being 
of farmers and industrial workers. 

Of course, competition, whether it be from imports or from any 
other source, always effects evolutionary changes in the economy. 
However, the bill is drafted so as to cushion our economy against un- 
due shock by reason of competitive imports. Not only-would pos- 
sible tariff reductions have to be very gradual, but the bill does not 
change the peril point and escape procedures, designed to protect our 
economy from especial dangers. 
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Adjustments of our economy through one cause or another are 
inevitable. The principal causes are not imports, but free trade as 
between the several States, the revolutionary developments of tech- 
nical knowledge, and our antitrust policies. The cumulative effect of 
all of this does mean a constant replacing of old business with new and 
that involves individual hardships. We are not callous or indifferent 
to them. But our Nation has found that the constant stimulation 
and renewal of its economic life is of tremendous value. That is why 
the United States today produces nearly half of all that is produced 
throughout the entire world. Other nations which might have created 
comparable opportunities for themselves have dropped behind us as 
they clung to small protected domestic markets and to cartel policies 
designed to perpetuate the status quo. 

In conclusion, Mr. Chairman, let me confess that I am not a tech- 
nical expert in tariff matters. Others who can qualify as experts will 
follow me as witnesses. I do know something about the foreign relations 
of the United States. Our foreign policy, as I have put it in capsule 
form, is to enable the people of this country to enjoy in peace the 
blessings of liberty. I am convinced that that result cannot be 
achieved without cooperative trade relations of a dependable character 
between the free nations. 

This pending bill, H. R. 1, and its counterpart H. R. 536, are the 
only practical vehicles I know of for enabling us to promote that 
cooperation. In my opinion the failure, at this stage of world affairs, 
to rededicate our Nation to liberal trade policies, and to do so for a 
3-year term, would have grave consequences. As President Eisen- 
hower said last year: 

If we fail in our trade policy we may fail in all. Our domestic employment, our 
standard of living, our security, and the solidarity of the free world—all are 
involved. 

I fully agree with the President’s estimate of the situation. There- 
fore, speaking from the standpoint of one who has a large measure of 
responsibility for the international relations of the United States, | 
strongly urge the enactment of the pending bill, H. R. 1. 

Thank you, Mr. Chairman. 

The CuarrmMaNn. Does that complete your statement, Mr. Secretary? 

Secretary Dutuss. Yes, sir. 

The CuarrMan. Please allow me to congratulate you on this splen- 
did statement. Thank you for your appearance and the valuable 
information you have given the committee. 

Are there any questions? 

Mr. Dineett. | would like to ask a question. 

Mr. Secretary, I join with my distinguished friend and chairman of 
the committee in complimenting you on what I know is your attitude 
in connection with this important legislation. You can depend upon 
me and on the Members, I imagine on both sides pretty well, to 
sustain the administration in this farsighted, farreaching legislation. 

I do want to point up, however, that there are certain little irrita- 
tions. Perhaps, as a whole, looking at the picture, they are, so to 
speak, minor things; but in themselves, in a given community, or as 
regards a particular industry, they are important. Some industries, 
of course, have assumed, they feign to believe, that it is the legislation 
that has injured their particular industries. I shall not name them. 
But there are a few, and they are rare. 
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I might say that in all instances whether an industry had suffered 
any at all, directly or indirectly, as a result of the lowered tariff, the 
fact remains that perhaps in a ‘roundabout way that very injured in- 
dustry has gained because of the salutary effect of this legislation on 
the American economy as a whole. 

There are, however, certain industries, one in particular, and I do 
not want to express it, and I do not want to give it too much import- 
ance, except that, as a matter of principle, it is important. 

There is an evasion on the part of one nation, and a good neighbor 
at that, with whom we face this problem. I might say there are two 
neighbors, because it affects Mexico and Canada. 

The focal point of the difficulty, as it comes to me, originates in my 
city of Detroit, right on the border of Canada. It affects the brewing 
industry. I have presented this matter to the Democratic adminis- 
tration and the present administration, under President Truman and 
under President Eisenhower, and I know you are trying to solve it. 
But it is a matter that will have to be handled with hammer and tongs. 
I think the time for negotiating gently with gloves on by you gentle- 
men high in the diplomatic service should now cease. It is utter, com- 
plete, and unfair discrimination, and it is total discrimination to per- 
mit Canada, for example, to tell the United States that it is impossible 
to solve this problem of discrimination, as a matter of fact, of complete 
exclusion of American beverages like beer. 

Let me say beer in particular, because in Canada the question is 
handled on a provincial basis. Well, why do we not say to her, “We 
can handle that matter on a State basis, too, and we can exclude your 
products’’? 

Now, we notice over the television and over the radio, advertising 
of Canadian beers sold freely in the United States, yet we cannot get 
American. beer into Canada. Why is that? And we cannot get it 
into Mexico. 

It is because they are not charging alone a tariff commensurate with 
ours, but they load the price by putting on an exclusion charge. I 
will put it in the record, but I do not have it before me. I think it is 
$30 or $40 a barrel. 

Well now, we do not do that to the Canadians under any pretext. 
Why should they do that to American producers? It is just a viola- 
tion of a principle. It is an evasion. It is not an honorable way of 
dealing in a reciprocal deal. Certainly I cannot go along with that. 

I want you to know, Mr. Secretary, that I was for what was known 
as the old reciprocity bill many years before this great trade agree- 
ment act was sponsored here by one of your distinguished predecessors, 
Cordell Hull. I learned this thing at the foot of the master, and I 
know something about it. I think it is the finest piece of legislation to 
promote international relations and peace and prosperity that we 
have ever put on our books. 

Iam for it. But I do want an honest effort made. I am not charging 
any evasion or dishonesty to those of you who are charged with this 
responsibility. But the time for quibbling with Canada has come to 
an end. Either they give us the same break in Canada for our pro- 
ducers, and that holds good at the same time down in Mexico, or we 
will exclude their beer. 

Now, it is just as simple as that. If we cannot reciprocate, and 
reciprocating we are not, that is the way to do it. 
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I would turn them inside out, like an old glove, and cast them aside, 
at least on that point. We will reciprocate where they will reciprocate 
or there will be no reciprocity. We will see whether Canadian prov- 
inces will yield, whether they will play fair, or whether they will con- 
tinue this kind of an attitude toward us. 

Now, I would just like to ask you for a word of assurance before | 
go any further in committing myself in your support. I want to ge 
with you all of the way, and I want you to tell me that you are going 
to do something about it. 

Now, I have had some very fine letters, but they have been no help 
to the industry. The industry still complains. It does not say that 
this will put it out of business, but it does violate a principle in inter- 
national trade. I think it is in direct violation of the intent of the 
Trade Agreements Act, so far as we are concerned. It hurts because 
it violates a basic principle. 

If they can do that on beer, they can do it with automobiles; they 
can do it with anything and everything and get away with it. And 
certainly, we do not want that to happen because Canada is our very 
dear friend, our best customer, and that applies to a great extent to 
our southern friend, the Republic of Mexico. 

Now, what assurance can you give me? Just give me a word or 
two. I do not want to burden you or delay these proceedings, but 
I would like to get it directly from the head of the State Depart tment. 
What can you tell me, Mr. Secretary? 

Mr. Reep. Pardon me, Mr. Chairman. Are we going to question 
Mr. Dulles here on every item in the trade-agreements bill? 

The CHarrMan. I assume the Secretary will be able to take care 
of himself in that situation. If he can give an answer to Mr. Dingell, 
I am sure he will be glad to do so. 

Mr. Simpson. I just ask the question to be restated. 

Mr. Dincetu. Do you want me to go over it again? 

The Cuarrman. Without objection, you will repeat your question. 

Mr. DinGetu. Mr. Secretary, did you understand my question? 

The question boils down—for the benefit of my friend, whose per- 
ception seems to be rather shrunken at the moment—to this, are we 
going to get a fair break, or are we going to get equality of treatment 
in Canada and Mexico on beer as they get it in the United States. 
Is there going to be an equality of treatment so far as you are able 
to bring it about? 

Secretary Duties. Mr. Chairman, I am afraid that I am not in a 
position—— 

Mr. Dinee tt. Incidentally, the brewers are interested in that, too. 

Secretary Duties. I am afraid I am not in a position to make a 
categorical answer on these particular items of trade. I know that 
there are a whole series of differences that we have with Canada, 
despite the fact that Canada is our best customer and an extremely 
important market for us as we are an important market for Canada. 

There are complaints on both sides. Only last week three leading 
Canadian Cabinet ministers came down to Washington to confer with 
me and other members of the present Cabinet here about complaints 
which they have. All of these things have to be taken up as a package, 
as a total business. 

Certainly, the observations that Representative Dingell has made 
will be given very careful consideration by the Department. But | 
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cannot give categorical assurances with respect to partcular items, 
because any particular item relates to other items and you cannot 
break this thing up into separate compartments. That is one reason 
why I cannot answer. The other reason is that, frankly, I am not 
sufficiently familiar with all of the hundreds and hundreds of tariff 
items which are constantly in dispute to be able to deal adequately 
out of my own memory. 

Mr. Dincetu. Right at that point, let us forget that beer is in 
question here for the moment. Do you think it is a fair way on the 
part of Canada to deal on the basis of States or rather Provinces? 

Ottawa tells us it is difficult and it is impossible. In fact, it must 
have been impossible, because it has not been solved. It has been the 
subject of negotiations, but she tells us that this beer question in 
Canada is handled on the basis of production and whatever way they 
want to handle it in the Provinces. 

In other words, she deals on her trade agreements on an overall basis. 
But as regards beer, she has a special way of handling that which ex- 
cludes beer entirely from nearly all Canadian Provinces, because of an 
excess charge she puts on, a sort of a superduper excise in addition 
to the tariff. 

Now, we do not do that in the United States. We are not privileged 
to put on a Michigan excise tax against beer of $40 a half barrel on 
Canadian beer to keep it out. Why should she have that privilege? 
If we are going to deal on a Federal basis, as nation with nation, well 
if there is some item involved like beer which they cannot take care of, 
through their Federal Government, then we in this country ought 
to say, ‘Well, then we will just have to drop that because in this 
country we handle it on a Federal basis. And all other items with you, 
Mr. Minister from Canada, we handle on a Federal basis, the Federal 
Government of the United States with the Federal Government of 
Canada, that is excepting on beer. Do you tell us, Mr. Minister, that 
you are impotent and you cannot do anything about it because the 
Province of Ontario levies $40 a barrel or $30 a barrel in addition to 
the Federal Canadian tariff on this beer?’ 

That is discrimination, and that is a barrier that is insurmountable. 
There is no other problem of this kind that I know of that has been 
presented to you at any time. Certainly we are not going to have 
the Federal Government of the United States deal with 15 or 18 or 20 
Canadian Provinces. They can have any price they want, but, on 
importations that come across generally, that should be covered by 
the trade agreement as between two nations. 

That is to my notion a relatively simple matter. If you cannot 
solve it, well, you can strike it out, and that is all I am asking for. 
If they will not deal on a Federal basis, then we should not be dealing 
on a Federal basis. If they can do that with beer, they can do it with 
anything else. 

Is that not a correct assumption? I am asking you, Mr. Secretary, 
is that not a fair assumption? 

Secretary Duties. I just do not know, sir. 

Mr. Drncetyi. You do not know? 

Secretary Duties. No. 

Mr. Dince.u. Well, to me it is as plain as the nose on your face, 
sir, and there is no fairness in it. I will not knowingly vote for any- 
thing where there is a flimflam provision in it. 
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I am through. 

Mr. Chairman, I ask unanimous consent to insert in the record 
certain pertinent correspondence relating to the controversy between 
the United States and Canada with relation to beer. 

The CuartrMan. Without objection, it is so ordered. 

(The information is as follows:) 


DEPARTMENT OF STATE, 
Washington, January 14, 1955 
Hon. Joun D. DINGELL, 
House of Representatives. 


Dear Mr. DinGELL: The receipt is acknowledged of your telegram of January 

1955, relative to the trade in beer between the United tates and Canada. 
You state that unless the beer situation is satisfactorily adjusted it is your inten- 
tion to introduce in the very near future a resolution prohibiting the importation 
of Canadian beer into the United States and you ask for a word of encouragement 
with regard to this situation. 

As was stated in our letter of October 20, 1954, if you can give us specific and 
precise data on recent allegations by American beer. exporters of discrimination 
against them by Canadian provincial liquor authorities, we shall be glad to have 
our consular officers discuss the matter with the appropriate Canadian authorities. 
No such information has been communicated to us since our letter of October 20. 

As regards the possibility of reduction of Canadian tariff duties on American 
beer, experience under the reciprocal trade-agreements program has proved that 
retaliatory measures to bring pressure upon a country for tariff concessions are 
more apt to lead to increasing restrictions upon trade then to tariff reductions 
and trade liberalization. The Department believes that a reduction of the 
Canadian tariff on fermented malt beverages might best be sought in some future 
tariff negotiations. No negotiations are at present scheduled in which this might 
be done but, in order that your objective may be kept before the agencies which 
would participate in such a negotiation should it occur, your telegram has been 
referred to the Committee for Reciprocity Information, the interdepartmental 
committee concerned with such matters. 

Sincerely yours, 
TuHorsten V. KALIJARVI, 
Acting Assistant Secretary for Economic Affairs. 





Mr. Samvet C. Waueu, 
Assistant Secretary, United States Department of State, 
Washington, D. C.: 

It has come to my attention that United States and Canadian officials are 
meeting today to discuss mutual economic problems concerning tariffs and trade 
between the two countries. In reference to my letter of September 24, 1954, and 
your reply of October 20, 1954, regarding the high tariff rate on beer imposed by 
the Dominion of Canada and the various restrictions imposed by the several 
provinces on the importation of beer into Canada, I should like to state once 
again that it is my intention to introduce the resolution which was enclosed with 
my letter. If the contention of Canadian officials that United States beer will 
not sell in Canada is correct, then let them lower the tariff rate on beer to the level 
imposed by the United States. At the same time let the provinces remove the 
discriminatory restrictions aimed at keeping United States beer out of Canada. 
After that, let the American brewers worry about selling their products in Canada. 
If United States beer will not sell in Canada, then the Canadians need not main- 
tain a high tariff rate or impose restrictions in order to protect Canadian brewers. 
Unless this beer situation is satisfactorily adjusted, it is my intention, unpleasant 
as it is to me, a stanch supporter of freer trade, to introduce in the yery near 
future, the resolution prohibiting the importation of Canadian beer into the United 
States. Following your meeting today, may I have a word of encouragement 
from you that something constructive in regard to this matter is going to be done. 


Joun D. Dinae.t, Member of Congress. 
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DEPARTMENT OF State, Washington, October 20, 1954. 


Dear Mr. DinGELL: Further reference is made to your letter of September 24, 
1954, enclosing a draft joint resolution which would prohibit importation of 
fermented malt beverages into the United States from Canada and Mexico. 
You state that you will be compelled to introduce this resolution in the House 
of Representatives next January unless, at the coming deliberations of the con- 
tracting parties of the General Agreement on Tariffs and Trade at Geneva, a 
positive commitment can be obtained from Canada and Mexico to end Federal 
and Provincial restrictions and substantially reduce tariff rates on imports of beer. 

The Department of State is anxious to do everything it properly can to help 
clear up this matter. Unfortunately, since Mexico is not a contracting party to 
the General Agreement on Tariffs and Trade it would be impossible to raise the 
issue of Mexican restrictions on United States exports of fermented malt bev- 
erages at the general agreement session. Moreover, under the general agreement, 
tariff reductions are obtained through multilateral tariff negotiations. The 
regular business sessions of the general agreement, such as the one coming up 
in October, are not for the purpose of such multilateral tariff negotiations. They 
do provide a forum for protests against discriminatory treatment of one con- 
tracting party by another contracting party or against other violations of the 
general agreement. However, to make such a protest we would need evidence 
of discrimination. 

The reciprocal trade agreements program which the United States has followed 
is based upon experience in attempting to obtain tariff reductions. This expe- 
rience has proved that retaliatory measures to bring pressure upon a country 
for tariff concessions are more apt to lead to increasing restrictions upon trade 
than to tariff reductions and trade liberalization. For that reason the Depart- 
ment believes that a general reduction of the Canadian tariff on fermented malt 
beverages might best be sought in some future tariff negotiation. Therefore, your 
letter has been referred to the Committee on Reciprocity Information, the inter- 
departmental committee concerned with trade matters. 

In the interim the Department wishes to make every effort to eliminate any 
discrimination by the Canadian Provinces against imports of American beer. 
In this connection, as we informed you in our letter of April 17, 1953, the Canadian 
Federal Government in 1951, following representations from the American 
Embassy at Ottawa, urged the Provincial liquor-control boards to make their 
purchases of alcoholic beverages on a purely commercial basis. In that letter 
we stated that we had found no evidence that the boards had made purchases 
on other than that basis or had engaged in concerted action to restrict imports. 
We also explained that the basic difficulty in selling American beer in Canada 
seems to be that Canadian consumers and American visitors, by and large, have 
shown evidence of preferring Canadian beer, with its greater alcoholic content 
and special taste characteristics. For instance, we had been informed that part 
of a shipment of 625 cases of American beer imported by the Ontario Liquor 
Control Board in October 1946 and placed on sale at retail in Ontario was still 
on hand in 1952. 

As a result of the correspondence between us at that time, you will recall, 
arrangements were made by United States consular offices in Ontario and Quebec 
for representatives of various American breweries to discsuss with Canadian 
Provincial liquor-board representatives the question of marketing American beer 
in Canada. Mr. Joseph D. Zink of P. Ballantine & Sons, Newark, N. J., met 
with the general manager of the Quebee Liquor Commission and Mr. Charles E. 
Carry of the Goebel Brewing Co. met with officials of the Ontario Liquor Control 
Board. Since these talks we have received no complaints from American brewing 
companies or other sources about restrictions on the sale of American beer in 
Canada. 

If you can give us specific information on recent allegations by American beer 
exporters of discriminations against them by Canadian Provincial liquior author- 
ities, we will be glad to have our consular officers discuss the matter with the 
appropriate Canadian authorities. 

For your information, the present combined Canadian duty and tax on a 
United States gallon of beer is 62.5 cents, or $19.375 per United States barrel. 
This compares with the United States duty of 12.5 cents per gallon and the 
internal revenue tax of 29.0 cents, a total of 41.5 cents per gallon, or $12.865 per 
United States barrel. 

As regards Mexico, the Mexican Government, faced with a steadily deteriorating 
balance-of-payments situation, has felt it necessary to safeguard its foreign- 
currency reserves by taking a number of steps to discourage imports of nonessen- 
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tial products, luxury products, and products which could be produced in Mexico. 
The measures employed include tariff increases, import controls, and currency de- 
valuation. The net result has been virtually to exclude certain of these commod- 
ities, including foreign-produced beer, from the Mexican market. 

The Mexican import duty on beer has also been increased. The present duty is 
equivalent to about $31.38 on a 31-gallon barrel of beer, the contents of which are 
understood to weigh some 260 pounds, and the aluminum container 22 pounds. 
Beer in containers made of steel, weighing 28 pounds, would be dutiable at about 
$32.11 per barrel, and on beer in wooden barrels, which weigh up to 80 pounds, the 
Mexican duty would be as high as $38 per barrel. There is also an excise tax of 
15 centavos per liter or fraction on the consumption of domestic or foreign beer. 

Because of the trade agreement between the United States and Mexico. con- 
cluded in 1942, was terminated on December 31, 1950, and because the Govern- 
ment of Mexico is not a party to the General Agreement on Tariffs and Trade, 
there is no commercial agreement with Mexico which would provide a basis for 
effective protest to the Mexican Government regarding the restrictive actions it 
has taken with respect to any product. If in the future an opportunity should 
arise for representations to the Mexican Government on this subject, this Depart- 
ment will do everything possible on behalf of United States interests. 

Sincerely yours, 
SaMuEL C. Wauau, 
Assistant Secretary. 


DEPARTMENT OF STATE, 
Washington, October 6, 1954 
Hon. Joun D. DINGELL, 
House of Representatives. 


Dear Mr. Dincetu: Thank you for your letter of September 24, 1954, relat- 
ing to the importation of fermented malt beverages from Canada and Mexico, 
with which you enclosed a copy of a joint resolution which you may introduce in 
the next session of the Congress. 

Your letter and the accompanying resolution have been included in the record 
prepared for the information of the United States delegation to the ninth session 
of the contracting parties to the General Agreement on Tariffs and Trade. 

In the meantime the matter of obstacles to the importation of fermented bev- 
erages from the United States into Canada and Mexico is being looked into and 
we will write you further in a few days. 

Sincerely yours, 
THORSTEN V. KALiJARVI, 
Acting Assistant Secretary for Economic Affairs. 


House or REPRESENTATIV E Ss, 
Washington, D. C., September 24, 1954. 
CHAIRMAN, UNITED StrarEs DELEGATION TO THE 9TH Session or GATT, 
United States Department of State, Washington 25, D. C. 


Dear Srr: On October 14, 1950 and again on April 2, 1953, on behalf of a 
number of American breweries, I wrote to the Secretary of State concerning the 
discrimination against American beer practiced by the Provincial governments 
of the Dominion of Canada. Even though under the General Agreement on 
Tariffs and Trade, Canada is obliged to eliminate any restrictions other than 
duties and taxes, the Provincial governments have continued with complete suc- 
cess to prevent the importation of American beer into Canada. 

Despite efforts on several occasions by the Department of State to have these 
restrictions ended, the Provincial governments by various means have violated 
the spirit and intent of GATT. 

In addition to Provincial restrictions on the importation of beer, the tariff im- 
posed by Canada on beer is excessive. Our duty is only $3.875 per barrel plus 
the Federal excise tax of $9 per barrel and State excise, taxes which in Michigan 
amount to only $1.25. Canada, however, imposes a duty and taxes on beer total- 
ing about $30 per barrel. In effect, if the excessive duty and taxes do not prevent 
the importation of United States beer into Canada, the Provincial restrictions 
make it impossible to sell United States beer in Canada. 

When one considers the excellent quality and taste of Canadian malt beverages, 
it is indeed flattering to American brewers to have the Provincial governments 
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restrict the importation of beer from the United States. By these restrictions, 
the Provincial governments are in effect admitting that United States beers are 
so superior to the Canadian products that they must be kept out of Canada. 
Because the Provincial governments will not rely on the high tariff to price Ameri- 
can beers out of the Canadian market, they impose restrictions. 

A similar situation exists in Mexico. Restrictions and an enormous duty make 
it impossible to export beer from the United States to Mexico. The duty imposed 
by Mexico on beer amounts to about $48 a barrel. 

Since the State Department has been unsuccessful in its attempts to persuade 
the Canadian provinces (through the Dominion Government) to remove the 
restrictions on the importation of beer from the United States; and since Mexico 
continues to restrict the importation of beer from the United States; and since 
both Canada and Mexico impose tariff rates on beer that are far greater than that 
imposed on beer imported into the United States, I am planning to urge the 
Congress to take action. 

It is my intention, when Congress convenes next January, to introduce in the 
House the attached joint resolution to prohibit the importation of beer from 
Canada and/or Mexico until Canada and its Provinces and/or Mexico permits 
United States beer to be imported and sold for consumption without restriction 
and at substantially lower tariff rates than presently exist. 

As a stanch supporter of lower tariffs and greater trade among nations, it is 
with regret that I find I may be compelled to introduce a resolution which, if 
passed, will restrict rather than expand trade. However, in view cf the circum- 
stances, I have no choice unless, of coutse, if, during vour deliberations in Geneva, 
you can obtain a positive commitment from Canada and Mexico that these 
restrictions will be ended and the present excessive tariff rates on beer will be 
decreased substantially before Congress convenes in Januarv. 

It is my sincere hope that you will be able to accomplish the foregoing objectives 
so that it will be unnecessary to introduce this resolution. 

With best wishes, I subscribe myself, 

Cordially and sincerely vours, 





May 1, 1953. 
Mr. Turuston B. Morton, 
Assistant Secretary of State, Department of State, 
Washington 25, D. C. 

Dear Mr. Morton: Thank you for your letter of April 17, 1953. I am 
favorable to the suggestion made in the next to last paragraph and have trans- 
mitted your proposal to the brewing industry. I am now informed that brewery 
representatives will visit the liquor commissioners of the Provinces of Ontario 
and Quebec, and will communicate in advance with the American consular officers 
in both Toronto and Montreal. They will also let the State Department know 
of their intentions. 

Will you please alert the consular officers in these cities at once that American 
brewers will shortly call on them personally for advice and assistance in obtaining 
licenses to sell their products in these two Provinces? They also intend to visit 
the liquor commissioners and would appreciate it if the consular officers would 
accompany them. 

If favorable results are obtained in these two Provinces, it is my understanding 
that the same procedure will be followed in the other Provinces. Should the 
breweries find that the same situation exists that has existed in the past, I will 
have no alternative other than to introduce my resolution prohibiting the im- 
portation of Canadian fermented malt beverages and Canadian distilled spirits 
into the United States. 

Please advise when the American consular officers in Quebec and Ontario have 
been advised as to the contemplated visit of representatives of the brewers. 

With best wishes, I subscribe myself, 

Cordially and sincerely yours, 
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DEPARTMENT OF STATE, 
Washington, May 5, 1953. 
Hon. Joun D. DincGeE.t, 
House of Representatives. 


My Dear Mr. DinceE tt: The receipt is acknowledged of your letter of May 1, 
1953, with further reference to the exnortation of beer to Canada. 

The Department has sent instructions to the American consular officers at 
Toronto and Montreal, advising that brewery representatives will communicate 
with them before visiting the liquor commissioners of their respective Provinces, 
and requesting that the officers be prepared to render appropriate assistance. 
These instructions should arrive about 2 days after you receive this letter. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary. 


DEPARTMENT OF STATE, 
Washington, April 17, 1953. 

My Dear Mr. D1ncGE.t: Further reference is made to your letter of April 2, 
1953, relative to difficulties in selling American beer in Canada, with which you 
enclosed a copy of a joint resolution prepared by you which would prohibit the 
importation into the United States of Canadian fermented malt beverages and 
distilled spirits until fermented malt beverages and distilled spirits manufactured 
in the United States are permitted to be imported into Canada and sold for 
consumption. 

Since your letter was received this matter has been very carefully reviewed 
by the Department and has been taken up again with the Canadian Government. 

e find no evidence that since the Canadian Federal Government in 1951, follow- 
ing representations from the American Embassy at Ottawa, urged the Provincial 
liquor control boards to make their purchases of alcoholic beverages on a purely 
commercial basis, the boards have purchased other than on such a basis or have 
engaged in concerted action with reference to imports. 

The basic difficulty in selling American beer in Canada seems to be that 
Canadian consumers and American visitors, by and large, have shown evidence 
of preferring Canadian beer, with its greater alcoholic content and special taste 
characteristics. For instance, we have been informed that part of a shipment of 
625 cases of American beer imported by the Ontario Liquor Control Board in 
October 1946 and placed on sale at retail in Ontario was still on hand in 1952. 

It is unquestionably true that as a result of the more liberal attitude on this 
question taken by Canada since we wrote you on October 26, 1951, real progress 
in the sale of American alcoholic beverages in Canada has been made. For 
instance, the Ontario Liquor Control Board has recently stocked over 600 cases 
of American bourbon whisky. In recent months various other Provinces have 
placed introductory orders for American bourbon whisky and wines. In 1951 
Canada imported 634,000 proof-gallons of whisky from the United States and 
increased the amount to 900,000 in 1952. This is primarily rye whisky used for 
blending with Canadian whisky, part of the resulting product being sold for con- 
sumption in Canada. 

We fully recognize that in the case of beer especially the problem exists of how 
to make the Canadian public better acquainted with an American product which 
that public has had little opportunity to know, and how to make it possible for 
American beer to be sold in Canada in open competition with Canadian and 
other beers, and we desire to do all we can to assist interested American alcoholic- 
beverage exporters to build up a Canadian market. In the case of Ontario, for 
instance, because of the demand situation above indicated, the liquor control 
board does not now feel warranted in purchasing American beer in large quantities. 
It does, however, stand ready to consider making special purchases of American 
beer when it receives orders for it from hotels, restaurants, clubs, ete. The 
consul general at Toronto will be glad to do anything in his power to assist any 
American brewery’s representative who may come to Toronto, to get in touch 
with possible customers. 

I would suggest that any brewer’s representative caring to visit Toronto or 
any other Canadian distributing center for aleoholic beverages in this connection 
communicate in advance with the American consular officers there and also let the 
Department know of his intention in order that we may do what we can to assist. 
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I would appreciate your letting us know your reaction to this suggestion and 
and also your making any other suggestions as to how we might possibly be helpful. 
Sincerely yours, 
TurRuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


House or REPRESENTATIVES, 
Washington, D. C., April 2, 1953. 
Hon. Joun Foster DULLEs, 


Secretary of State, Washington, D?: C. 


My Dear Mr. Secretary: On October 14, 1950, on behalf of a number of 
American breweries, I wrote to the Secretary of State concerning the discrimina- 
tion against American fermented malt beverages practiced by the Provincial 
governments of the Dominion of Canada. Even though under the General 
Agreement on Tariffs and Trade Canada is obliged to eliminate any restrictions 
other than duties and taxes, this long-standing restriction invoked by the Pro- 
vincial governments of not permitting American fermented malt beverages to 
be sold in the several Provinces, continues to exist. A similar problem, I under- 
stand, faces American distillers. 

On January 26, 1951, I was informed by Mr. Jack K. McFall, Assistant Secre- 
tary of State, that he had requested the Central Canadian Government to inter- 
cede with the Provincial governments on behalf of the American breweries. On 
October 24, 1951, Mr. McFall informed me that the Central Canadian Govern- 
ment had acceded to this request and had interceded with the Provincial govern- 
ments. At the 1951 annual conference of the Provincial liquor control boards, 
the Central Canadian Government urged the Provincial liquor commissioners to 
make their purchases of fermented malt beverages on a purely commercial basis. 
The conference, I was informed, passed a resolution on this subject which, while 
leaving the matter of implementation in the hands of the individual commissions, 
was in conformity with the request of the Central Canadian Government. 

Despite the resolution passed by the conference, the same discrimination which 
has always been practiced by the Provincial governments, is still being practiced. 
It is my understanding now, as it was in 1950, that a “‘gentlemen’s agreement”’ 
among the Provincial liquor commissioners whereby they will not permit the 
importation and sale for consumption of any American fermented malt beverages 
in Canada, still exists and has been renewed annually. 

I know you will agree with me when I say that it is not fair or eauitable to 
American brewers that Canadians probibit them from shipping into Canada when 
the United States freely permits the importation of Canadian fermented malt 
beverages. This is especially true when it is recalled that our tariff amounts 
to only about a penny a bettle plus the excise tax which is also levied on American 
fermented malt beverages, whereas the Canadian tariff is greatly in excess of this 
amount. 

Inasmuch as we have been unsuccessful in our previous efforts to he.ve the dis- 
crimination against American fermented melt beverages eliminated, and in erder 
to solve this problem cence and for all, I have prepared and propose to introduce 
a joint resolution which would prohibit the importation into the United Ste.tes of 
Canadian fermented malt beverages and distilled spirits until fermented malt 
beverages and distilled spirits manufactured in the United States are permitted 
to be imported into Canada and sold for consumption. A copy of the proposed 
resolution, which is self-explanatory, is enclosed. 

The House Ways and Means Committee has scheduled hearings commencing 
April 22 on a bill to extend the Reciprocal Trade Agreements Act. I intend to 
propose thet my joint resolution be made a part of any bill extending this act. 
However, before introducing my joint resolution I should eppreciate it if the 
State Depertment would again take up and discuss this problem with the Central 
Canadian Government, and the latter in turn discuss my intentions with the 
Provincial governments of Canada. 

Mey I express the hope thet this matter will receive your preferred attention 
to the end that I mav have a replv before the above-mentioned hearings com- 
menee. If vour reply indicetes that the Canadian governments do not propose 
to change their present attitude on this subject, I will then introduce my joint 
resolution and have it considered by the Ways and Means Committee during 
the above mentioned hearings. 
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As a member of the Ways and Means Committee for many years, I have always 
been an ardent supporter of the reciprocal trade agreements. I cannot, however, 
go on supporting a lopsided, one-sided deal which discriminates against American 
brewers and distillers. 

With best wishes, I subscribe myself, 

Cordially and sincerely yours, 

The CHartrMan. Mr. Reed of New York will inquire, Mr. Secretary. 

Mr. Reep. Mr. Secretary, any person that knows you knows that 
you speak with the greatest sincerity. I am asking these questions 
simply for information. 

Since this is essentially a reciprocal program, I am interested 
knowing how the United States tariffs compare with those of the 
other principal trading countries of the world. Do you have any 
breakdown of that or could you furnish me with one for the record? 

Secretary Duties. I will be glad to furnish one for the record. 

Broadly speaking, I can say that our tariffs and other restrictions 
on an overall basis are the lowest of any comparable industrial country 
in the world. 

Mr. Reep. I will ask this question which, of course, you can 
answer for the record later, if you wish. What is the average rate 
of our tariff with respect to the total value of our imports? 

Secretary Duties. Would you put that question again? 

Mr. Reep. I say, what is the average rate of our tariffs with respect 
to the total value of our imports? Would you like to furnish that 
for the record? 

Secretary Duuuxs. I would not know that offhand. 

Mr. Reep. That is all right. How does this compare with other 
nations? I will just put these in the record so that you can answer 
at your leisure. Also, how does the United States compare with 
other nations with respect to import licenses, import quotas, and 
other import restrictions? I would just like to have that for the record. 

(Secretary Dulles later supplied the following information:) 


AVERAGE Rate or Unitep States TARIFrs 


1. What is the average rate of our tariffs with respect to the total value of our 
imports? 

The average rate of tariffs with respect to the total value of United States im- 
ports for 1953 was 5.6 percent (including free and dutiable) and 12.4 percent on 
our dutiable imports alone. The fact that these average rates are mathemati- 
cally low should not be interpreted as a measure of the restrictiveness of the 
United States tariff. The average rate of a tariff and its “‘restrictiveness’”’ are 
not synonymous. The average rate of a tariff is an arithmetic calculation of 
duty in relation to the value of the commodity actually imported. The restrie- 
tiveness of duty refers to the degree to which the tariff actually keeps a com- 
modity out; no method has yet been devised to calculate the ‘‘restrictiveness’”’ of 
a tariff. In fact, a mathematically low duty on one product might be more 
‘restrictive’ than a high duty on another product. 

Thus when it comes to measuring the “restrictiveness”’ of the tariff, the aver- 
age rate is a slippery tool. Goods kept out by restrictive rates, quotas, exchange 
controls, customs formalities, and marking requirements are left out of the aver- 
age. In fact, if the method which is used to get such averages is followed to its 
logical conclusion, it leads to an impossible situation. Up to a certain point, the 
higher the duties, the higher will be the average rate of the tariff. As the duties 
become more restrictive, however, they result in a lower rather than a higher 
average tariff. If the duties are so restrictive as to keep out all dutiable imports, 
the only imports entering a country would be those on the free list, and the aver- 
age tariff rate would be zero. 
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CompPARISON oF Unitrep States aNp ForgeIGN TARIFFS 


2. How do United States tariffs compare with those of other principal trading 
countries of the world? 


It is believed that, in general, Scandinavian, Benelux, United Kingdom, and 
Japanese tariffs are low; German, Italian, and French tariffs tend to be higher; 
and United States tariffs are somewhat in between. When it comes, however, to 
measuring the absolute height of any country’s tariffs or to comparing the relative 
heights of different countries’ tariffs, rather formidable obstacles appear. 

Two methods, neither satisfactory, are commonly used to obtain a national 
average of tariff rates. One method is to obtain the simple average of all rates in 
a country’s tariff schedules. Rates on commodities of little importance are given 
eauel weight with maior commodities or on major clesses where an omnibus rate 
applies to a wide range of different items; duties which are nominal because levied 
on commodities which would not be imported even in the absence of duty are 
given as much weight as duties which entail trade. A method which overcomes 
some of the obvious defects of this system is to obtain the ratio of total duties 
collected to the value of its total imports or its total dutiable imports. Thus, 
tariffs are weighted according to the value of trade moving at each rate. This, 
of course, gives heavy weight to rates on staple imports which are apt to bear 
low duties—in the case of the United States, sugar, nickel, burlap, diamonds, 
petroleum and copper (all have relatively low rates of dutv) make up about 40 
percent of our dutiable imports. If a high rate cuts down the volume of trade in 
a product, the rate upon that product carries less weight in the average than it 
would if that rate were lower. Carried to an extreme, a country which prohibited 
imports of half the goods it might import and let the other half in free would appear 
to have a lower tariff than another country which maintained a low duty on all 
commodities. Neither of these two methods distinguish between revenue and 
protective duties. 

A system of weighting averages might be devised which would give proper 
relative importance to different rates. However, even if that problem were over- 
come, there remains the difficulty that a given tariff rate may have entirely 
different effects on 2 different commodities, on 2 different producers of the same 
commodity, in different places, or on the same producer at different times. Heavy 
duties imposed for revenue purposes, for example, may have little effect in restrict- 
ing tobacco consumption in a country producing no tobacco while much lower 
duties exclude imports of a product which can be produced at home which con- 
sumers will go without. Again, there are probably many cases in the United 
States where the more rapid increase in productivity in the United States as com- 
pared with increases abroad results in the same ad valorem tariff now offering 
far more protection to domestic producers than it did in 1930, when the tariff was 
enacted. In other words, given the differing conditions prevailing in different 
countries, a 10 percent tariff on a given commodity in one country will not neces- 
sarily provide the same protection as would a 10 percent tariff on the same prod- 
uct in another country. 

The content of published returns on customs receipts also vary from country to 
country, thus making the job of exact comparison difficult or impossible. 

In addition, of course, other governmental regulations in addition to tariffs 
impede the flow of trade, and often more effectively. Quotas, exehange controls, 
and import licensing systems are important forms of trade controls not covered 
by any comparison of tariffs. 


COMPARISON OF UNITED States Import Restrictions With THOSE oF OTHER 
CouNTRIES 


3. How does the United States compare with respect to exchange restrictions, 
quotas, and other import restrictions? 

The United States maintains no foreign exchange restrictions except those con- 
tained in the foreign assets control regulations administered by the Treasury 
Department. These regulations have been promulgated for security purposes 
and are applicable to transactions affecting goods from Communist China and 
North Korea. Quota limitations are imposed by the United States in accordance 
with section 22 of the Agricultural Adjustment Act, as amended. Quotas are‘in 
effect for cotton and cotton waste, wheat and products, manufactured dairy 
products, peanuts, oats, rye and products, and barley. They are also imposed in 
the case of sugar imports under international agreement. 
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In many countries, foreign goods cannot be imported unless covered by an 
import license or an exchange permit. However, the General Agreement on 
Tariffs and Trade and the articles of agreement of the international monetary 
fund have committed member governments to use trade and exchange restrictions 
only if they are in balance-of-payments difficulties or in other specific limited 
situations. 


a following listing indicates types of restrictions, if used, in effect in the free 
wor 

Afghanistan.—All imports must have a customs permit. While an exchange 
license is not required, permission from che Government bank must be obtaineli to 
remit foreign exchange to exporters abroad. 

Argentina.—Except for a few products subject to import quotas, import 
licenses are not required. However, exchange permits are required and are granted 
only for listed products. 

Australia.—Import licenses are required for all dollar imports. Such licenses 
are granted only for those essential goods not available from domestic or nondollar 
sources. No separate exchange permit is required. 

Austria.—All dollar imports except passenger automobiles which were recently 
freed require an import license. An exchange permit is issued simultaneously 
with the import license. 

Belgium-Netherlands-Luxemburg.—An import licensing system is maintained 
but licenses are issued automatically for liberalized items. Liberal treatment is 
afforded requests for licenses for most other imports. 

Bolivia.—Import licenses are required but not exchange permits. 

Brazil.—Import licenses are required with the necessary foreign exchange 
obtained in the free market by the importer. 

Burma.—Import and exchange licenses are required for all imports. 

Cambodia.—Import licenses are required for all imports with the right to 
foreign exchange embodied in the issuance of an import license. 

Canada.—Import licenses are required for some few items but there are no re- 
strictions on the transfer of foreign exchange. 

Ceylon.—Either a general license for commodities under open general license 
(imports allowed from all sources) or an individual license for other commodities 
is required. 

Chile.—Import and exchange licenses are required for all imports. 

Colombia.—An import license is required for all imports. While some imports 
are prohibited, most imports can be obtained either with official market or free 
market exchange. 

Costa Rica.—No import licenses are required but exchange controls exist. 
However, no licenses are required for imports with free market exchange. 

Cuba.—Import licenses are required for only a limited number of items. There 
are no exchange controls. 

Denmark.—Import licenses required for all imports except a large list of items 
recently placed on a dollar free list. Exchange permits are automatically granted 
to holders of import licenses. 

Dominican Republic.—Import licenses are required only for a small list of 
goods. There are no exchange controls. 

Ecuador.—Import licenses are required but restrictions are nominal with the 
import licenses carrying the right to foreign exchange. 

Egypt.—Import and exchange licenses are required. 

El Salvador.—No controls are imposed on imports. 

Ethiopia.—There are no import licenses required but an exchange permit which 
is freely granted on a nondiscriminatory basis is required. 

Finland.—Import and exchange licenses are required for all imports. 

France.—Import licenses are required for all imports but no separate exchange 
permit is required. 

Germany.—Import licenses are required for all imports but are issued auto- 
matically for about 3,800 commodities on the dollar free list. No separate 
exchange permit is required. 

Greece.—Only a few items are subject to import licensing. Exchange permits 
are not required. 

Guatemala.—There are no controls over imports. 

Haiti—Import licenses are required for only a few commodities. There are no 
exchange controls. 

Hong Kong.—Import licenses are required for dutiable, strategic, or short- 
supply goods. Separate exchange permits are not required. 

onduras.—An import license is required only for the importation of alcohol 
There are no exchange controls. 
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Iceland.—Import licenses are required for all imports except those on the free 
list. Exchange permits are required for all transfers of foreign exchange. 

India.—Imports require either a general license for goods under open general 
license or an individual license for other commodities. Foreign exchange is 
automatically granted on the basis of an import license. 

Indonesia.—Import licenses are required for all imports, but no separate 
exchange permit is necessary. 

Iran.—Import and exchange licenses are required for all imports. 

Iraq.—Import and exchange licenses are required for all imports. 

Ireland.—\mport licenses are required for only a limited number of items but an 
exchange permit is required for all imports. 

Israel—Import and exchange licenses are required for all imports. 

Italy.—Import licenses are required for all imports except those recently liberal- 
ized. Exchange permits are required for all imports. 

Japan.—Import licenses are required for all imports. An exchange permit is 
required only for imports under the foreign exchange funds allocation system. 

Jordan.—Import and exchange licenses are required for all imports. 

Republic of Korea.—Import licenses are required for all imports and application 
must be accompanied by a certificate from the Bank of Korea stating that appli- 
cant has sufficient foreign exchange cover on deposit. 

Laos.—Import and exchange licenses required for all imports. 

Lebanon.— Maintains no import or exchange controls. 

Liberia.— Maintains no import or exchange controls. 

Malaya.—Import licenses are required for all imports but no separate exchange 
permit is required. 

Mexico.—I\mport licenses are required for an extensive list of items but no ex- 
change permit is required. 

New Zealand.—Import licenses are i:equired for all imports except those specific- 
ally exempted. No separate exchange permit is required. 

Nicaragua.—Import licenses are required for all imports but only to assure that 
the corresponding exchange transaction takes place at the applicable rates. No 
exchange permits are required for imports. 

Norway.—Import licenses are required for all imports but no separate exchange 
permit is required. 

Pakistan.—Import licenses are required for all imports. An exchange permit 
is automatically granted to holders of import licenses. 

Panama.—Import licenses are not required except for a small number of items. 
Exchange permits are not required for imports. 

Paraguay.—_Import licenses are not required but exchange permits are required 
for all imports. 

Peru.— Maintains no import or exchange controls. 

Philippines.—Import licenses are not required but imports are not permitted 
to enter unless exchange has been allocated by the Central Bank. 

Portugal.—Import and exchange licenses required for all imports. 

Saudi Arabia.— Maintains no import or exchange controls. 

Spain.—Import and exchange licenses required for all imports. 

Sweden.—Import licenses required for all imports except for the wide range of 
items recently placed on the dollar free list. 

Switzerland.—Import licenses are not required except for a small list of items. 
There are no exchange controls. 

Syria.—All imports require licenses, which, except for a short list of prohibited 
items, are freely issued. Foreign exchange may be obtained freely at free market 
rates. 

Jaiwan (Formosa).—All imports require licenses. No separate exchange permit 
is required. 

Thailand.—An import license is required for all imports except mining supplies 
but the licensing system is nondiscriminatory in character. No separate exchange 
permit is required. 

Turkey.—Import and exchange controls are maintained on all imports. 

Union of South Africa.—Import licenses are required for all imports but the 
licensing system is nondiscriminatory in character. No separate exchange permit 
is required. 

United Kingdom.—Imports require either an open license for commodities 
freely licensed or a specific license for other commodities. An exchange permit is 
automatically granted after an import license has been obtained. 

United Stotes—Import licenses are not required but quota limitations are 
imposed on certain agricultural products. No exchange permits are required 














ye 


TRADE AGREEMENTS EXTENSION 61 


except with respect to transactions affecting good from Communist China and 
North Korea. - 

Uruguay.—Imports, with minor exceptions, require licenses. No separate 
exchange permit is required. 

Venezuela.—Import licenses are not required except for a limited list of items. 
No exchange permits are required. 

Vietnam.—Import licenses are required for all imports and carry with them the 
right to foreign exchange. 

Yugoslavia.—No import or exchange licenses are required by registered domestic 
organizations but the Government maintains strict control over the allocation of 
foreign exchange. 


The CHarrMan. Are there any other questions? 

Mr. Resp. I have a few more questions. 

I would like to call your attention to the language beginning on line 
20, of page 2, of the bill, running through live 8, page 3. From line 
22 on, this is new language. What is the significance of this language? 
Specifically, does it have any connection with the pending revision of 
the substantive provisions of GATT? You may submit your answer 
for the record if you wish. 

(The following information was supplied:) 


SIGNIFICANCE OF Section 3 (a) (1) (A) or H. R. 1 


Subsection (A), beginning on line 20 at page 2 of H. R. 1 and continuing on to 
line 4 of page 3 thereof, authorizes the President to enter into trade agreements 
with foreign governments, containing provisions “with respect to international 
trade, including provisions relating to tariffs, to most-favored-nation standards 
and other standards of nondiscriminatory treatment affecting such trade, to 
quantitative import and export restrictions, to customs formalities, and to other 
matters relating to such trade designed to promote the purpose of this section 
similar to any of the foregoing * * *.’’ ‘This subsection reaffrms the inten- 
tion of the present section 350 that the advantages secured for American exports 
through tariff concessions secured by the United States in trade agreements 
should be protected from nullification or impairment by other devices, such 
as discriminatory import quotas or internal taxes. These and similar practices, 
unless checked, could vitiate the tariff concessions by reducing the increase of 
American exports bargained for and expected as a result of securing decreases in 
foreign tariffs. 

Such provisions, which are reciprocal, have been included in trade agreements, 
both bilateral and multilateral (General Agreement on Tariffs and Trade), since 
the enactment of the Trade Agreements Act of 1934. The language beginning on 
line 22 of page 2 removes any question that trade agreements may contain pro- 
visions designed to free American exports from discriminatory treatment or other 
barriers. Various additions and changes in such provisions have been made 
from time to time to keep pace with the changes of devices and practices whose 
effect is to impair the tariff concessions, and it may be expected that this will 
continue. Consequently, it was deemed desirable to specify the types of pro- 
visions illustratively only, in order that the President may be able to meet effec- 
tively new methods of discrimination and other barriers against American exports. 

The proviso beginning on line 4 at page 3 of the bill, that such provisions shall 
not be given effect in the United States in a manner inconsistent with existing 
legislation of the United States, is intended to make clear that provisions of exist- 
ing law such as section 22 of the Agricultural Adjustment Act, safeguarding 
domestic agricultural programs from material interference from imports, will pre- 
vail despite any provision in a trade agreement. 

It is anticipated that the negotiations currently taking place in Geneva will 
result in certain revisions of the substantive trade rules in the General Agreement 
on Tariffs and Trade for the purpose of expanding American exports, as authorized 
by subparagraph (A). It is contemplated that the negotiation of organizational 
provisions of the general agreement will be completed in the near future. The 
renegotiated organizational provisions, as recommended by the Commission on 
Foreign Economic Policy, will be presented to the Congress for its approval as 
soon as practicable following the conclusion of the negotiations. 
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Mr. Reep. There is another question which you may answer for the 
record: Could you give us any indication of when the trade agreement 
negotiations with Japan will be concluded? 

cretary Du.uixes. Preparatory work is now going on for the nego- 
tiations which will begin February 21. It is hoped and believed that 
the negotiations will be concluded before the expiration of the present 
law which expires, I believe, on next June 12. owever, we may have 
to go somewhat longer than that to make a good agreement, and H.R. 1 
provides for that contingency. 

Mr. Reep. Now, I expect that the members of our committee will 
have a number of different questions concerning the detailed wording 
“i bill. Was your Department responsible for the draft of the 

ill? 

Secretary Duuuzs. I believe that the State Department in coopera- 
tion with other agencies of the Government did serve upon a committee 
which studied the implementation of the so-called Randall Commis- 
sion report, and that is reflected, to some extent, in this bill. 

Mr. Reep. We hear a great deal about the shortage of dollars 
abroad and about the need for encouraging American capital to go 
abroad, and so forth. It is my belief that large amounts of foreign 
capital have come to the United States since the war, either to be 
invested in our securities or to be held in cash. 

Would you care to comment on this? 

Secretary Duties. I think undoubtedly there has been a so-called 
flight of capital to this country, but I believe the trend is now being 
reversed as there is a greater sense of confidence, particularly in 
Europe, where the countries are located which have available capital. 
Certain amounts possibly have come from China, and that would 
still probably be here. But the fear of depreciating currencies, capital 
levies, and the like which drove much of it here during the early post- 
war years is now somewhat allayed, and I think the statistics would 
show that there has been a slight reverse trend in recent years. 

Of course, those are very difficult figures to get with accuracy, 
because much of the money that comes here and goes, comes here 
rather secretly and through intermediaries, because it is partly designed 
to escape control provisions that are in force in the country of origin. 
So the figures are never particularly reliable in those respects. 

But I believe that you are correct that there was a considerable 
movement of capital to this country as a refuge during the early post- 
war period and to some extent during the war period itself, but prob- 
ably that tendency is reversing itself. 

Mr. Reep. The reason I asked the question was that it was brought 
out through the Randall Commission hearings in Paris that there had 
been a flight of capital from countries that we were aiding, amounting 
to practically $9 billion in gold and cash and securities, in New York 
alone, and I thought possibly you might have some figures on that. 

That is all, Mr. Chairman. 

(The following information was submitted:) 


PRIVATE FOREIGN INVESTMENT IN UNITED STATES 


The data available to the United States Government do not enable us to say 
with complete accuracy how much foreign private investment has come into the 
United States since the war. We believe the data are substantially accurate, al- 
though it is possible that some transactions are not reported. 
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Information is available on the net amount of direct investments and purchases 
by foreigners of long-term securities other than United States Government securi- 
ties since 1950: While we do not know with certainty whether these foreign in- 
vestors and purchasers were all private citizens, it is generally assumed that the 
largest part of this figure represents net private investment. These figures are as 
follows (in millions of dollars): 
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While comparable published data are not available for years prior to 1950, it 
has been estimated that in the years 1946-49 approximately $400 million of these 
categories of foreign capital moved out of the United States on a net basis. During 
this earlier period, several European governments found it necessary to obtain and 
liquidate United States securities held by their nationals, and this partially explains 
the outward movement. 

There have been substantial purchases and sales of long-term United States 
Government securities on foreign account throughout the postwar period. These 
are generally regarded as representing almost entirely transactions for official 
Government and central bank account, and therefore are generally excluded from 
estimates of private foreign investment. 

In addition to data on long-term investment capital, figures are available on 
the movement of foreign private short-term banking funds in the United States. 
These funds include working capital balances that are used primarily to finance 
current transactions. Some of these funds are held by foreign commercial banks. 
A fairly substantial amount of these short-term funds is subject to official licensing 
in countries which have exchange controls, and therefore is not freely usable in 


the same way as private funds are in this country. These data are as follows 
(in millions of dollars) : 
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1 Outflow. 


The Cuarrman. Any further questions on this side? 

Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. Not at this time, Mr. Chairman. 

The CHarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Srwpson. Mr. Chairman and Mr. Secretary, I was led to believe 
that the one thing about our foreign policy which most seriously con- 
cerns the foreign countries and the one thing which, if we would change 
would do more to make them happy, would be the removal of the es- 
cape clause and the peril-point provisions of existing law. 

I note that there is no request in those areas, and I am wondering 
whether you are of the opinion that those are not the very highly 
controversial or highly disliked parts of our present law; further, that 
as soon as they establish a business they are then subjected to demands 
for 5 mene by American producers. 

question is: Do you continue to favor the escape clause and the 
peril paint? 

Secretary Duties. I do continue to favor them, although I 
recognize, as you suggest, that they are a very considerable point of 
irritation, or perhaps, of questioning from the standpoint of foreign 
interests, they feel that, as you say, if they build up an industry, adver- 
tise in the United States market, and find that they do gain sales in 
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this country, then as they succeed the tendency comes on the part of 
their American competitors to seek to invoke the escape clause. 
There is no doubt but that this provision does introduce an element of 
uncertainty in the situation which the foreign interests would like to 
have eliminated. 

However, in my own opinion, the enactment of the present legislation, 
continuing the peril point and escape clause, is the proper course for 
the United States to take. I believe that if that action is taken it will 
go very far to permit the development of cooperative relations on a 
stable basis with our friends and our allies. 

I believe that the peril point and escape clause are quite important 
not only for the protection of individual industry in case of need but 
they are important on a broader basis, not just to protect an individ- 
ual concern but to protect the interests of the United States. 

We have to maintain here a certain, what we call, mobilization 
base, and we need to have in this country a certain minimum of 
productive capacity and a certain minimum of skills which are re- 
quired on an emergency basis as against the possibility that the 
hazards of war, loss of allies, and the like, might make us more depend- 
end upon ourselves and less able to depend upon others. 

Therefore, in my opinion, to maintain that mobilization, a mini- 
mum of what we need in the production of certain items and the 
maintenance of certain skills, it is important to have the peril point 
and the escape clause in the bill. 

Mr. Stwpson. Now with respect to GATT, is it contemplated 
there will be a subsequent bill dealing with procedural matters with 
regard to GATT as requested earlier by the President? 

Secretary Dutuzs. Yes, sir. It is hoped that the GATT negotia- 
tions will be concluded by the end of this month. Perhaps that hope 
may be a little bit optimistic and it may run into February. At the 
end of that time there will be, we hope, an agreement on the organi- 
zation of GATT and that will be brought to the Congress for its 
approval. 

Mr. Stmpson. Is there anything in this bill which would tend to 
remove the necessity of the GATT legislation respecting procedural 
matters? 

Secretary Duties. Not that I am aware of. I think that that is 
not the purpose of the bill. The language of the bill is in many 
respects extremely technical, and that question, perhaps, more use- 
fully could be put to someone else. But there is no intention whatever 
to evade the understanding which was given by the administration, 
which is that the new organizational arrangement, for the administra- 
tion of GATT, will be brought back in one form or another to the 
Congress for its consideration. 

Mr. Simpson. Is there anything available with respect to the 
format of that legislation, and does it have any bearing upon this 
ee bill? In other words, should they not both be considered 
jointly? ‘ 
Seavtaaen Duttes. I do not think that there is any such relationship 
between the two that is necessary to hold up this bill for the other. 

Mr. Stmpson. Is there authority in this legislation which permits or 
would permit the President to enter into agreements in a broader 
sense than he can today? That is to say, would he be permitted to do 
things administratively affecting tariffs or customs in a way he cannot 
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do today? Is there a further delegation of authority to the President 
by Congress? 

Secretary Duties. Yes; there is in the authority of the President to 
make the additional limited gradual tariff reductions which are con- 
tained in the present bill. 

Mr. Srmpson. Can he not under this bill make concessions or 
changes in our tariff law without regard to a trade agreement? 

Secretary Duuuzs. Oh, yes. 

Mr. Srupson. He may not do that today, is that right? 

Secretary Duuuzs. I was pointing out that I thought that there is 
somewhat greater authority in the present bill than is in the existing 
law in some respects. 

Mr. Simpson. What do you mean by that? That he need not have 
a trade agreement meeting and enter into reciprocal trade agreements 
to do these things? 

Secretary Duuuss. As I understand it, the provision which permits 
of a reduction of the tariffs on articles not now being imported, or only 
being imported in negligible quantities, that does not require a recipro- 
cal agreement. 

Mr. Stmpson. Is it not possible that some of those items are items 
which are not being imported because the tariff has been kept high in 
order to keep them out, and are we not creating a potential threat in an 
area where we thus far have wanted to keep them out? 

Secretary Duties. That is possible. The question could not be 
answered without going through what would be the list, and I do not 
know just what that list is. 1 think it can fairly be assumed that the 
authority that is granted here will not be recklessly exercised. 

I made in my opening statement a pledge which I am confident 
can be taken seriously, which is that these discretionary powers which 
would be given to the President, if this bill is enacted, would be exer- 
cised in a considerate way and a way which would take into account 
the business needs of the situation. I think that sometimes business- 
men fear that these powers will be exercised by persons who are en- 
tirely theorists in the field, who do not have the feel of the business 
situation and do not understand what the impact of certain acts 
would be, in actual business situations. It was the hope of allaying 
any such fear that I gave the pledge which is contained in my opening 
statement. 

Mr. Stimpson. Yes. From the standpoint of the man who is out 
of work or from the standpoint of the business which is not getting 
relief after seeking it, they are not entirely happy by that assurance, 
in a general statement, even though it 1s ae your in- 
terpretation of the President’s intention. 

As J said to you a couple of years ago, there is a feeling in my mind 
that where deliberately a business is lost to this country in whole or 
in part because of international political reasons, it is a burden which 
should be borne by all of the people and not, for example, by the un- 
employed coal miner, or any other gentleman who has lost his work 
on account of trade concessions. 

But my question is this: Do you believe that it is wise to empower 
executives with even more control over the tariffmaking power than 
the Presidents have had to date? I presume you do or you would 
not ask for this bill. 

Secretary Duties. You are quite right, sir. 
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Mr. Simpson. Is there a limit, and is there a danger in it? 

Secretary Duties. I see a danger. There is, of course, a danger in 
any delegation of power, or any possession of power. It is, however, 
necessary to consider the risks, that that power would be abused, as 
against risks, which come from being so fearful of delegation of power 
that there is no delegation at all. 

It is not always easy to draw a precise line betweeoa the point where 
power has to be delegated in the general good and where the delega- 
tion of power is excessive, because of the danger of abuse. 

I believe, myself, that the provisions of this bill are drawn with 
sufficient care to exclude a delegation of power which could be abused. 
Of course, it is always within the power of the Congress, and I realize 
it might take a vote to override a veto, but it is always within the 
power of the Congress, if legislation is abused, to repeal and modify 
the legislation. 

Mr. Simpson. Are we surrendering in this bill, or is the President 
surrendering in this legislation, authorit which he now has which 
has been unused to date to cut tariffs under existing law? Does that 
authority expire on June 12 or is it continued in this bill? 

Secretary Dues. I believe that some of the present authorities of 
the President would be continued by this renewal. 

Mr. Simpson. That is, there have been two. Most recently the 
legislation that we had was to cut tariffs 50 percent below the 1945 
rate, as I recall. Some of that authority has not been utilized to date. 
Now, after June 12, with the expiration of the present bill or the 
continuance of the new one, which is envisaged, would there remain 
the authority to make the cuts now possible under the existing law? 

Secretary Dutuzs. Apparently the answer to that is that the power 
would lapse, except as it is preserved for possible use in connection 
with the pending negotiations with Japan. In case those negotiations 
are not concluded by next June 30, that would be true. Also this 
authority would be maintained in the case of products not now being 
imported or being imported in negligible quantities and in order to 
give effect to any concession contained in a trade agreement entered 
into prior to June 12, 1955. 

Mr. Stmpson. There is a special section in here which deals with 
Japan. Now, I do not know whether you intend it this way or not, 
and I did not help write this bill, but it does seem to me that we ought 
to evaluate whether we are not surrendering authority at least equal 
to or greater than that which we are writing into this bill in these 5 
percent reductions. We ought to consider that, I think. 

Now, I want to talk about the Japanese plans here a bit. We have 
published a long list of items upon which we may make the tariff 
concessions in the Japanese treaty. Every producer of those items is 
on notice right now that his article produced in the United States may 
have his tariff rate cut. That producer is very uncertain, and he 
should be hesitant about what he shall do domestically to improve his 
business and to make investment. 

You will recall, Mr. Secretary, that last year one of the major jobs 
this committee did was to try to provide incentive capital for the 
expansion of American business. I am afraid that by this law and 
this long period of indeeision, wherever one of the hundreds of items 
create an area of uncertainty for the American producer, we are hurt- 
ing ourselves businesswise. I could go through and list the items that 
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are included in that list and ask you whether it is intended that the 
tariff be cut on this item or that item. You would quite truthfully 
say that you do not know. 

And yet I think that you will agree with me in the past that the 
uncertainty which has existed will continue for months, and it is bad 
for the American investor. 

Cannot something be done, legislatively, to remove that uncertain 
attitude? 

Secretary Duties. I agree with you that the process of going 
through these negotiations is a rather cael drawn out and rather pain- 
ful process, which carries with it a considerable measure of uncertaint 
and fear which, in large part, turns out in the end not to be ‘ustified, 
because I think there is little doubt but what, in the case of at least 
many of the articles on this list, after the hearings have been held and 
the situation appraised 
Mr. Stmpson. Why are they not screened much better than they 
are? 

Secretary Duties. There was a very considerable screening, as a 
matter of fact the list, as it originally came to my attention, was a 
longer list that the final list. I asked Mr. Hoover, the Under Secre- 
tary of State, to go over this list, and it was reviewed at that time by 
not only the experts in the different departments involved—lI may say 
the State Department is only 1 of 7 or 8 departments which contribute 
to that list—but it was gone over by both the experts and either the 
head or the deputy head of the different departments. 

As a result of that, a considerable screening of the list did take place, 
and the list finally used was shorter than it had at one time been con- 
templated. It is quite difficult to cut these lists down to small di- 
mensions, because involved on the lists are not merely the goods which 
might be involved if we just had a bilateral dealing with Japan. It 
would be possible in that case to have quite a relatively short list. 

But that, as you know, in part, involves multilateral negotiations, 
so that it involves not merely articles which might come in from Japan 
but articles which might come in from third countries, as a result of 
their making concessions to Japan. 

So that it is a pretty complicated and widespread procedure, and I 
would be very happy if a way could be found to make it less painful 
because I fully realize the difficulties in it that you point out. 

Mr. Simpson. Do we have, with respect to Japan, a policy which 
pon under certain circumstances dealing back of the Iron Curtain 

y our friends in Europe with respect to certain items? That is, 
they can sell back of the Iron Curtain, or trade? 

Secretary Duuuegs. I did not get the first part of your question. 

Mr. Simpson. I said that we had a policy, or we do not object to 
our friends trading back of the Iron Curtain under certain circum- 
stances. 

Secretary Duties. Yes; there is a limited list which is worked out 
by an international committee that sits in Paris, and which is called 
the COCOM list, which has on it certain articles which are restricted 
and certain ones which are not restricted, but watched carefully. 

Mr. Simpson. Do we have that same type of list, or does the same 
list apply with respect to Japan and trading in China? 

Secretary Duties. The same list applies to Japan’s trade with 
China, as applies to trade of other allied countries with China. This 
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list, incidentally, is much longer and much more restrictive than the 
list applicable to the Soviet bloc nm Europe. Of course, in our own 
case, we have a total embargo on trade with China, but that is not the 
case with most other countries. 

Mr. Simpson. So Japan does have, with our knowledge and ap- 
proval, or permission, present trade with Red China, to some extent, 
as far as we are concerned? 

Secretary Duties. Yes. 

Mr. Simpson. I do not disagree at all, and I think that is her 
natural market in limited lists, and she will have to develop that. 
We cannot absorb that market here. 

That is all I have, Mr. Secretary. 

Mr. Foranp. Mr. Secretary, some mention has been made of the 
escape clause. That recalled to my mind the fact that 1 was quite 
active in the insertion of the escape clause in the law, so that it would 
be included in all treaties that the United States made. But there 
has been so little use made of it, in fact, practically none, that I am 
inclined to believe that we are just kidding the people when we con- 
tinue to include an escape clause. 

Now, is it the intention of the administration, in view of the fact 
that your statement refers to the continued use of the peril and escape 
clauses, that those will be used and not put there just to kid the people 
along? 

Secretary Duties. The escape clause has rarely been invoked. As 
a matter of fact, I do not have the list with me. 

Mr. Foranp. I think it has been invoked about 4 or 5 times out of 
in excess of 50 applications. 


Secretary Duties. That does not, itself, I think, give an adequate. 


picture of the value of the escape clause because the very fact that 
the escape clause is there and could be invoked tends, in many cases, 
to lead foreign countries to exert an influence to cut down exports to 
the United States which might otherwise lead to invoking the escape 
clause. 

It creates a potential which is properly protective. The fact that 
you do not have to use it very much is not, itself, proof that it is not 
useful. In fact, the utility of many laws is measured by the fact you 
do not have to use them, and the very fact it is there tends to prevent 
the creation of the conditions under which it would have to be invoked. 

Therefore, | believe that an escape clause has a value and actually 
operates to protect American industries from excessive competition, 
by the very fact it is in the law, even though it is not formally applied 
by the President. 

Mr. Foranp. From what you state, I understand it has a psycho- 
logical value, and that is about its value. 

Secretary Dutuns. It has a psychological value in that other 
countries know that excessive export of certain types of goods to the 
United States would lead to invoking the escape clause; therefore, 
they in their business try to keep I think within reasonable bounds. 
And I think, therefore, it does have a useful influence. 

Mr. Foranp. There are three particular items that prompted me 
to work hard for the escape clause and those are items manufactured 
in and around my State, textiles, for one, and, of course, with this 
Japanese treaty pending, why there is a great scare up there among 
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the textile people, to the point where they feel that it is useless even 
to apply for the invocation of the escape clause. 

Then there is the jewelry industry, that is, the low price class of 
jewelry, which has its heart in the State of Rhode Island and southern 
Massachusetts. And they are very fearful. 

Then there is the lace industry, of which I understand there are 
about 108 manufacturing plants in this country, and about 90 of 
them are in my own State. And they are very fearful that they are 
going to be traded away. 

For that reason, | am very much disturbed at our inability to find 
out anything specific as to what the intention of our negotiators might 
be on that subject. I can understand that you cannot make public 
what you are going to do when you are going to negotiate trade 
agreements with one or more countries. 

But, as Mr. Simpson has just put it, there is a very uneasy feeling 
among the people and particularly in my own State. I am just being 
flooded with protests of all kinds. I want to be sure that if we are 
going to maintain the peril point and escape clause in any legislation 
that it is going to be of real value and not just of psychological value. 

That is all, Mr. Chairman. 

The CHarrMan. Are there any further questions? 

Mr. Mason. Mr. Chairman, I have one. 

Mr. Secretary, in view of the statement that you made in answer 
to Mr. Reed’s question, that our average tariff rate now compared to 
all other industrial countries is about the lowest, and in fact it is 
the lowest with the exception of Japan, do you not think that this 
statement in the middle of page 3 can be considered quite an under- 
statement: ‘‘Our tariff rates have for the most part been kept moder- 
ate’’? 

Now, if our tariff rates are at about the bottom of the scale, would 
you say when you say they are moderate that that is not an under- 
statement? 

Secretary Duutuss. I think of course these things are all matters of 
opinion. Certainly in relation to the tariff rates of most other indus- 
trial countries they are relatively quite low. 

Mr. Mason. Well, the fact is, Mr. Secretary, that outside of Japan 
we have the lowest average tariff rates overall of our imports of any 
industrial country. The average is 5.1 percent, while our chief 
competitor, England, has an average tariff of over 25 percent, or 5 
times as much. 

So some of us are beginning to wonder whether we should still go 
lower in our tariff rates. 

That is all, Mr. Secretary. 

The Cuarrman. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. Mr. Secretary, on page 3 of the bill, where the 
authority is granted to proclaim changes outside of the general and 
historical procedure of going through the trade agreement mechanism, 
I note, as far as the trade agreement section is concerned, the bill says 
that it shall not be done or be effective:ié:this country in any manner 
inconsistent with existing legislation of this country. But there is 
excepted from that the proclamation procedures. In other words, 
the President could by proclamation, apparently, act in a manner 
which was inconsistent with existing legislation. 
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Of course, all of our trade legislation is not contained in the Trade 
Agreements Act. There is, for instance, the Agricultural Adjustment 
Act; you have section 22 to protect ‘the support program of the 
Agricultural Department. At present you have quotas, for instance, 
= — dairy products which the President has not invoked under 
the law. 

It seems to me that this provision here would say that the President 
could ignore section 22 of the Agricultural Adjustment Act, if he 
proceeded by way of a proclamation, modifying existing duties or 
import restrictions. 

I just wonder why the exception which relates to subsection A 
sliguha not also prevail as to subsection B. In other words, why 
should not the President be required to act consistent with existing 
legislation? Maybe there is some technical expert that you have there 
that could allay my fears if I am misinterpreting this provision. 

Secretary Dutuszs. One of the purposes, or the principal purpose 
of this provision, that you refer to, was to protect section 22 of the 
Agricultural Adjustment Act. It was to put us in a position so that 
we would not have agreements with foreign countries which would 
prevent our restricting their imports into this country if such restric- 
tions are necessary in order to make it possible to carry out the surplus 
disposal act of section 22. 

Now, of course, that deals with agreements with foreign countries, 
and it is fully protected. 

Now, whether or not the consequences of that could be evaded 
under the provisions of subparagraph “B,” I would not know without 
a more careful study of the language. While I used to be a lawyer, 
I have not practiced for quite a long while, and I would have to get 
legal advice as to whether that would not have the result. I do not 
think it is intended to have the result. 

Mr. Byrnes. I can appreciate your situation, Mr. Secretary, but 
I would like to have the technical analysis of that particular provision 
from your experts, particularly in the light of protecting existing legis- 
lation against powers that we grant here to the President to use at 
his discretion. 

Secretary Dutuzs. I do not believe that the language has that 
effect, but, if it does, it should be studied, I think, by the counsel of 
the committee, and we will be glad to contribute our legal advice on 
that point, too. 

Mr. Byrnes. I would not like particularly to have section 22 dis- 
turbed at this time. 

Secretary Dutuszs. No. 

The CaarrMan. Are you through, Mr. Byrnes? 

Mr. Byrngs. Yes. 

The Cuarrman. Mr. Eberharter, of Pennsylvania, will inquire, Mr. 


— 
os ihnienatenia: Mr. Secretary, I might say that I have always 
_ a very strong advocate/of the reciprocal trade agreements pro- 
ram. I always appreciatestia considerable segment of industry and 
abor was voicing a considerable concern about it. That prompts me 
to ask you whether or not your Department has considered any 
alternative plans with respect to this diake subject? 


I might say this, Mr. Secretary, that several bills were introduced 
last year having for their purpose somewhat different approaches to 











TRADE AGREEMENTS EXTENSION 71 


this question. They would give complete authority to the State 
Department to negotiate agreements, and if any segment of the 
American industry is considerably injured by the additional imports, 
likewise, any large section of American labor, if they are adversely 
affected, some provisions would be made for relief of those industries 
and the relief of the employees affected. That might be perhaps in 
the way of financial assistance to the industry or in the way of extra 
unemployment compensation and retraining for the employees that 
are affected 

In the opinion of those advocating that approach, they feel it would 
be much less expensive to the Government of the U nited States and 
alleviate the situation considerably and obviate some of the strenuous 
opposition to this program. 

Has your Department considered that? Those bills were intro- 
duced having that in mind. 

Secretary Duties. We have, I think, given consideration through 
the economic area of the Department to all of those proposals. I am 
sure they were also considered very fully by the Randall Commission, 
which was the primary instrumentality that the President established 
for studying and coordinating the thinking of the different depart- 
ments of the executive branch of the Government. 

The conclusions, generally speaking, of the Randall Commission, 
or a large majority of it, was in favor of proceeding along the lines 
of the present bill rather than in favor of the alternative measures 
which you have suggested. That conclusion is one which the dif- 
ferent departments and agencies of the administration have accepted 
as representing the administration’s viewpoint. 

Mr. Esernarter. There was at least one member of that Com- 
mission that recommended a study of a suggestion along the lines 
that I have just mentioned. 

Secretary Dutuzs. I am aware of that fact; yes, sir. 

Mr. Exseruarter. And the State Department has, I think, perhaps 
agreed that the idea has some merit. Have they? 

Secretary Dutuxs. Well, sir, to say it has some merit might be 
damning it with faint praise. Many ideas have some merit. But I 
do not think, myself, sir, that that program has been evolved in a 
practical form or degree to an extent to which it can be considered 
peep as an alternative of the present bill. 

BERHARTER. It would certainly lessen to some degree the 
dissatisfaction among those countries to whom the escape clause, as 
it has been applied, has been used. It would relieve the tension, for 
instance, in Switzerland, and some of those other countries, with 
respect to the use of this escape clause, would it not? 

Secretary Duties. Well, our action on Swiss watches helped to 
preserve a mobilization base in that industry, a sufficient vitality in 
the industry so that in case war came and we were cut off from the 
arts and skills of Switzerland, there would still be a residuum that was 
needed for this country in this country. I do not know any way we 
can allay their fears in that respect. 

Mr. Esprnarter. Mr. Secretary, it is my understanding that the 
excape clause does not provide that the matter of defense be taken 
— consideration when its use is called for. Would you check on 
that? 
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Secretary Duties. I will check on it. 

Mr. Esernarter. The matter of defense consideration is not a 
part of such a proceeding. 

Secretary Duties. I think that there is other legislation, however, 
which warrants the invoking of defense considerations. I am quite 
sure they were taken into account. 

Mr. Esernarter. Well, the President in his message did not speci- 
fically say, in his proclamation, when he raised the tariff on watches 
50 percent, that consideration was given to the defense matter. Do 
you recall that? 

Secretary Dutuzs. I did not recall that precise language in the 
President’s proclamation. , 

Mr. Boaas. Mr. Secretary, in connection with that increase of 50 
percent on Swiss watches, what position did the State Department 
take in respect to that? 

Secretary Duties. The State Department pointed out the unfor- 
tunate repercussions which that would have im Switzerland, and that 
was our duty, we felt, to point out the international implications of the 
action. I did not, myself, oppose the action being taken, because I 
felt that there were other considerations which in this particular case 
overweighted the undesirable consequences which we did however, as 
a matter of duty, point out to the committee that was working on 
this matter. 

Mr. Boaes. What has been the effect in Switzerland since then? 
Have those things come to pass which you pointed out? 

Secretary Duties. Yes. 

Mr. Boaes. So that the net effect has not been good as far as the 
Swiss economy is concerned? 

Secretary Duties. That is quite right. 

Mr. Eneruarter. It was not only reaction in Switzerland, but there 
was a reaction in other European countries, not to the same degree 
maybe, but at least some adverse reaction in other countries of 
Europe. Would you say that? 

Secretary Duuuss. It indicated or was interpreted by other coun- 
tries as indicating a trend here to build up duties rather than to main- 
tain the present level or lower them. That was an inference that was 
drawn. I think it was an unjustifiable inference, because that 
particular action was based upon rather special facts of serious injury 
which would be done here. Other actions which have been taken 
since by the United States, I think, have served to allay those fears. 
If this bill is passed that would go a very long way in allaying those 
fears. 

Mr. EserHartEerR. Well, you would say that that area of Europe is a 
sensitive area? 

Secretary Duties. Switzerland? 

Mr. Enersarter. I mean neighboring countries. Is that a sensi- 
tive area? 

Secretary Duties. By “sensitive’’ you mean important from the 
standpoint of our international relations? Yes, highly important. 

Mr. Exseruarrter. It is highly sensitive and highly important? 

Secretary Duties. Yes, sir. 

Mr. EsperHarterR. Were reports made to you to the effect that the 
Swiss populace were campaigning for a boycott of American manu- 
factured items and products? Did you get reports to that effect? 





ec 





nS ech cE 


TRADE AGREEMENTS EXTENSION 73 


Secretary Dutuzs. Yes, sir, I did. 

Mr. Eseruarter. Were you aware, Mr. Secretary, of the contem- 
plated action of the Secretary of the Treasury with respect to the 
further hindrance to the importation of Swiss watches? 

Secretary Dutuzs. I am aware that action is now pending in the 
Treasury Department concerning the admissibility of watches which 
might be upjeweled. 

Mr. Eseruarter. The effect of the Treasury action, after the action 
of the State Department, would be to further hinder the importation 
of Swiss watches; is that not correct? 

Secretary Duties. That would probably be the effect of it, as I 
understand, in relation to certain types of watches; yes, sir. 

Mr. Esperuarter. To further hinder the importation of Swiss manu- 
factured watches;-is that correct? 

Secretary Dutuzs. It would have that effect in relation to certain 
watches of a certain jewel content. I do not know just what types. 

Mr. Esrruarter. Perhaps that explains the paragraph to which 
Mr. Byrnes of Wisconsin referred, on page 3, where the President can 
by proclamation make modifications of existing customs or excise 
treatment. That would be action of the Secretary of the Treasury to 
change existing customs treatment. Perhaps that is one reason it is 
in the law, so that the action he is taking would be legalized. 

Secretary Duuuzs. I do not know. 

Mr. Exsernarter. I do not know whether it would be fair, Mr. 
Secretary, to ask you whether or not you really approved the action 
of raising the tariff rates on watches 50 percent. Now, if you do not 
care to answer that, I will be perfectly satisfied. 

Secretary Dutuss. I have said I did not personally oppose the 
action. 

Mr. EseruHarter. But you knew, and you advised the administra- 
tion officials, that it would have a very adverse effect on our relations 
not only with Switzerland, but other countries in Europe. 

Secretary Duties. No. That would be an overstatement of the 
case. 

Mr. EsBERHARTER. Then suppose you state it in your own way, 
Mr. Secretary. 

Secretary Duties. We did advise the interdepartmental committee, 
which works on these matters and advises the President, that the 
action would be looked upon by the Swiss as a serious restriction upon 
an important trade which they had with the United States, and that 
it would probably arouse a certain resentment in Switzerland. We 
did not anticipate any broad repercussions from the action, and I 
think that while there were initially some quite broad unfavorable 
repercussions, that those had been allayed by a realization that the 
case was quite a special one, and did not indicate any general intention 
upon the part of the United States President, or the Congress, to go 
in for general policies of putting up trade barriers. 

Mr. Exserxarter. I have just one more question, Mr. Secretary. 
There has been a good bit of speculation on the reaction of the Swiss 
people and other neighboring countries that it would harm the 
importation into those countries of American tobacco and American- 
grown cotton. Have you any reasons to believe that that might occur? 

Secretary Duties. No. 
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Mr. Epernarter. That is all, Mr. Secretary. 
The CuatrmMan. The committee stands in recess until 2:30. 
(Thereupon, the committee recessed at 11:45 a. m., to reconvene 
at 2:30 p. m.) 
AFTERNOON SESSION 


The CuarrmMan. The committee will please be in order. 


STATEMENT OF THE HONORABLE JOHN FOSTER DULLES, 
SECRETARY OF STATE—Resumed 


The CHarrMANn. The committee will resume the hearing, and it is 
pleased to again extend the Secretary of State a very cordial welcome. 

I believe the last recognition was Mr. Eberharter. Does anyone 
else desire recognition? Mr. Baker, of Tennessee, will inquire. 

Mr. Baker. Mr. Secretary, in a reciprocal trade agreement with a 
particular nation, why should there be a difference in rate on a specific 
commodity? Let us take Canada, for instanee, as a specific illustra- 
tion. On hardwood block flooring, the Canadian import levy is 12% 
percent. The United States import duty is 4 percent. This is not 
particularly as to that item, but, generally speaking, why on a specific 
commodity should there be a difference in rates with a particular 
nation? 

Secretary DuLLres. Congressman, I cannot deal with particular 
concrete items, because there are so many and I cannot carry them all 
in my head. But, in general, I would say the answer to your ques- 
tion is this: These arrangements are done on a package basis. They 
are not done on a basis of commodity versus commodity. It quite 
often results from the fact that there are differences in the treatment 
of particular products. 

If our duty is lower on a certain product, we will call it X, than the 
other country’s duty is on that X, that will be made up to us on a 
lower duty on another commodity called Y. In general, trade in the 
same articles does not particularly flow both ways between two coun- 
tries. Generally, one country has a commercial advantage, a trade 
advantage, over another so that there is not a balance in the flow of 
articles, say, between Canada and the United States, generally speak- 
ing. The articles that we send to Canada are not the same as Canada 
sends to us. So in working out these packages, it quite often results 
that there is in appearance, at least, a difference of treatment. But if 
the package as a whole were examined, and assuming that the negotia- 
tions were well conducted, it would be evident that the American 
trade as a whole benefited from the transaction, even though in certain 
particular articles there might seem to be a disparity in the treatment. 

Mr. Baker. Then the doctrine of reciprocity is not applied to 
specific articles? 

Secretary Duties. That is correct. 

Mr. Baker. Is that not a rather heavy disparity there, 12% percent 
to 4 percent, generally speaking? 

Secretary Duties. That would all depend upon what the facts 
were. If the facts were that even if the Canadian duty were reduced 
to 4 percent they would have economic and trade advantages, so that 
in fact American industry would not benefit from that, and if we could 
get in another commodity, something from which, in fact, they would 
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benefit, then it is smarter to do it that way. I cannot speak for the 
particular commodity you speak about, because, as I say, each of the 
very many commodities is a problem in itself. 

Mr. Baker. I believe that is all, Mr. Chairman. 

The Cuarrman. Mr. King, of California, will inquire. 

Mr. Kina. Mr. Secretary, I am one of the members of this com- 
mittee who has been through the years in accord with the policies 
incorporated in H. R. 1. I had not thought you would be burdened 
with inquiries dealing with individual items presently under study by 
your Department and other departments of the Government. But, 
since you have, I cannot pass by the opportunity to call to your 
attention the serious plight of the tuna fishing and canning industry 
of my State, an industry that ranks, I believe, fifth in importance of 
all industries in California. 

You acknowledged, I believe, to Mr. Eberharter this morning that 
considerations of national defense were associated with the decision 
in the watch case. I am certain, Mr. Secretary, that the Department 
of the Navy will testify that the several hundred seagoing modern 
craft of our tuna fleet, with its experienced officers and men, at the 
commencement of World War II were of inestimable value to our 
cause, and its preservation will continue—it is an auxiliary unit of 
great value to our national defense. 

The adverse effect of increasing imports was quite evident several 
years ago, and to such a degree that this committee for the first time 
in many years voted a tariff increase for the tuna industry which 
was passed by the House of Representatives and approved by the 
Finance Committee of the Senate. I understand it was only de- 
feated in the other body because of the insistence of the State 
Department at that time. 

The situation is continually growing worse for the industry, and I 
bring briefly the foregoing facts to your attention with the knowledge 
that evidence is abundant to warrant proper attention being given 
to the relief of the tuna fishing and canning industry of my State. 

Secretary Duties. I am not wholly unfamiliar with that problem 
and I can assure you that it will receive our sympathetic consideration. 

Mr. Kine. Thank you very much. 

The CHarrman. Mr. Boggs, of Louisiana, will inquire, Mr. Secre- 
tary. 

Mr. Boaes. Mr. Secretary, do you recall the recommendations of 
ss Randall Commission with respect to the peril point and escape 
clause? 

Secretary Duss. I do not recall them in any detail. 

Mr. Boges. Do you recall whether or not the Commission recom- 
mended maintaining the existing language, the same as H. R. 1 does? 

Secretary Duties. My svealiauiien is that it did recommend that 
those features should be retained. 

Mr. Boces. That they should be retained as they are written? 

Secretary Duuuzs. I beg your pardon? 

Mr. Boaes. That they should be retained as they are now? 

Secretary Duuuzs. As I say, I did not have that in my mind. I 
know in general they favored the retention of the escape clause and 
peril point. I see in the text that has been given to me it provides 
that the statute should, however, spell out the fact that the President 
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is authorized to disregard the findings and these provisions whenever 
he believes that the national interest of the United States requires it. 

Is that the reference that you make? 

Mr. Boaes. I am inquiring for information. I do not remember. 

Secretary Dutuns. What | read is the sentence out of the report. 
I take it that that is responsive to your question. 

Mr. Boaes. The reason I make the inquiry is that in the past we 
have had considerable disagreement about the effect of these clauses 
in the legislation. Concerning the increase of 50 percent on Swiss 
watches, was that done under one of these clauses? 

Secretary Duties. That was done under the escape clause, as I 
understand it. There was alleged to be, and found to be, serious 
injury to a specific American industry, namely the watch industry, 
and the recommendation was that the duty should accordingly be 
increased. The President adopted that finding of the Tariff Com- 
mission and invoked the escape clause. 

Mr. Boaes. If we maintain these clauses as now written, what 
assurances can we give to any manufacturer abroad that there is to 
be any certainty of trade relations between his country and our 
country? This Swiss watch thing occurred under the Trade Agree- 
ments Act that was in effect then. What assurance do we have that 
the passage of this act will give any greater stability to the situation? 

Secretary Dutuss. It does not, of course, give complete assurance 
or complete certainty. But I have found very few situations in this 
world today where it is possible to have complete certainty. I do 
not believe that foreign manufacturers are entitled to have a complete 
certainty as to markets which we cannot and do not try to give to 
our own people. 

There comes a point where, I believe, the importance of certainty 
has to give way to practical considerations. I do not think that on 
the whole there would be a sense within the free world community 
that the United States was not cooperating in the economic field if we 
retain the escape-clause and peril-point provisions. I may say that 
it is measurably within the control of the foreign countries themselves 
not to create a situation which would lead to invoking the escape 
clause. Generally, that comes about through a large increase in 
imports “into the United States. Where those apply in a sensitive 
industry, the exporters must be aware of the fact that it is possible 
that contravening action of some sort may be taken. 

This bill would put them on notice of that fact. As I say, it is a 
fact to some extent at least, the consequences of which they can 
themselves mitigate. 

Mr. Bocas. In connection with the stability, so-called, you mention 
in your principal statement the fact that this bill provided for a 3-year 
extension, and that by so providing it contributes somewhat to a more 
stable feeling. What is the reason for the provision of 3 years? Why 
not extend it for a longer period than 3 years? 

Secretary Duties. During the life of the Trade Agreement Act, 
which I think began in 1934, the practice has been to have periodic 
extensions. So far, if my memory serves me right, there has never 
been a longer extension than 3 years. I think there have been, per- 
haps, 4 extensions of 3 years and other extensions of a shorter period. 
Sometimes it has been 2 years and sometimes it has been 1 year. I 
think that the practice that has been set in that respect is a reasonable 

















TRADE AGREEMENTS EXTENSION 77 


one. While I, myself, would not have any complaint if the Congress 
saw fit to extend it for a longer period, because I think the act has 
proved its worth, nevertheless if at this time the act is extended for as 
long a period as it has ever been extended before, I believe that that is 
reasonable action for us to take and that it would be so regarded by 
other friendly nations who are affected by it. 

Mr. Boaes. You would have no objections to a longer period? 

Secretary Duties. No. From the standpoint of where I sit in the 
State Department, I would have no objections to a longer extension. 

Mr. Boggs. I have one other question and then I will be finished. 

During the past several years, we have considered before this 
committee legislation embodying the principle of import quotas on 
various raw materials. I do not know whether that legislation has been 
introduced or not in this session. I presume it has. Will the State 
Department oppose such legislation? 

Secretary Duties. Would we oppose it? 

Mr. Boaes. Yes. 

Secretary Dutuxs. I am not familiar with the precise terms of the 
legislation, so 1 can only express myself generally on the policy of 
quotas. 

Mr. Boaes. Let me ask you a specific question. What about 
residual fuel oil? 

Secretary Duuuss. I believe that the question of possible quotas on 
that particular commodity could be one which deserved serious con- 
sideration, as I think in theory, at least, quotas seem to provide 
an answer for a good many problems such as the tuna-fish problem 
that has been mentioned. In practice, quotas are extremely difficult 
to administer, and they impose upon those who are subjected to quotas 
almost a cartel system, and an allocation of the market. If you say 
you can only have a market of a certain quantity in the United States, 
then the question comes up: Who is to decide how that quantity is 
distributed? 

The process of distributing quotas does result, in fact, in doing the 
kind of thing which we think is bad for us and bad for others. That 
is to establish pretty much of a Government-regulated cartel system, 
telling people how much they can produce, how much they can sell, 
where they can sell it, and the like. It tends toward the socialization 
of an industry. While oftentimes it seems at first blush that a quota 
system is the easiest solution—and I, myself, have been often tempted 
by it—when you come down to consider how it will work practically 
in given cases, I have been forced to conclude that oftentimes it pro- 
duces more evils than those which it tries to cure. 

That does not have to be said as an absolute generality. We'do 
have a quota system which applied, for instance, to sugar. That has 
been worked out quite elaborately. I guess on the whole it works 
reasonably well. On the basis of what I know, I would not advocate 
an abandonment of the quota system which enables us to give a certain 
preference to a closely related country, such as Cuba, and which also 
gives us certain protection for our own sugar industry. But, as you 
extend that system, you get into very great difficulties, and 1 would 
not want to — an opinion as to the extension of the quota system 
to any particular commodity without having at hand much more de- 
tailed information as to its socializing effect upon an industry, a 
feature which we do not want. 

57600—55—pt. 17 
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Mr. Boaes. That is all, Mr. Chairman. 

The Cuarrman. Mr. Curtis of Missouri will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Secretary, Mr. Reed had requested additional 
‘information, particularly in reference to the reciprocity that exists in 
the program, and what the situation has been in the past. He stated 
that he particularly wanted to know how the United States tariff 
compared with those of other reciprocal trading countries of the world, 
what the average rate of our tariff was with respect to the total volume 
of imports, and how that compared with other nations, how the United 
States compared with other nations with respect to import licenses, 
import quotas, and other restrictions. I was concerned over how 
much detail you were going to supply in that information. I was 
concerned about how much detail you could go into. In other words, 
how much information is available and how much could be passed on 
to the committee. I am particularly interested in getting some of 
those details. 

We have, I believe, 40 countries with which we are dealing. I 
imagine you do have information on what their average tariff rates 
are and what other restrictions they might have, licenses for restricting 
trade, and what the average rate of their tariff is in respect to their 
total volume of imports, and'so forth. That information is available; 
is it not? 

Secretary Duties. There are masses, tons, of information available. 
The problem is the problem of selection and evaluation. On this 
question of relative tariff rates, for example, figures, unless understood, 
are apt to be misleading. For example, the figure of the average 
tariff rate is often calculated by taking the total value of the country’s 
imports and then the total amount of duty received, and then striking 
a ratio in that way. In other words, if you import $1,000 worth of 
goods and you collect $50 in duty, that would be, as I calculate 
hastily, a 5-percent tariff rate. Of course the fallacy of these figures 
is that if your duty is so high that it is prohibitive, then in these figures 
it is interpreted as though you had a very low tariff. If your duty is 
so high that it keeps everything out, then you do not collect any cus- 
toms duties at all on that and, therefore, those figures do not show. 

So, as I say, the problem is not a simple one because the problem 
of evaluating these figures is very difficult. 

We talk about the numbers racket a good deal. Most figures are 
a good bit of a racket unless you understand just how they are made 
up and how to interpret them. The most difficult problem we would 
have in responding to these very proper requests for information is 
not just to dump a lot of statistics, which we can do without much 
trouble or delay, but to do it in a form which permits of an intelligent 
judgment, the kind that the committee wants to make. We will do 
the best we can. 

Mr. Curtis. I appreciate that. What I was concerned with was, 
Would the detail your Department would supply us be sufficient? 
Of course the committee has to do some evaluation, too. Naturally, 
a figure can be interpreted one way or the other. But if all we had 
in response to this request were general conclusions, from my own 
standpoint I would not have the information I would like to have in 
order to do some evaluation of my own. That is why I raise the 
point and express the wish or hope that there will be considerable 
detail in this. 
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For instance, I would like to know this: Of these 40 countries, 
how many have exchange restrictions? I would like to know in some 
detail what they are, as well as whether they do have exchange 
restrictions. How many of them use the technique of an import 

uota or a license of some sort, or maybe some other restriction? 
think only in that way can we get an idea of how reciprocal has 
been these agreements that we have had with these various countries. 

Secretary Douce. I quite agree with you. We will do our best to 

ive information which will cover these various points that you make. 
Tay say that the State Department is by no means an exclusive 
source of this information. A great deal of it is collected, of course, 
by the Department of Commerce. Perhaps they have even more 
than we have. We will get together with them. The Treasury 
Department has many things to cover the monetary restrictions. 
I can assure you it will be our purpose to get together—I think I can 
speak for the other departments—and turn up something that will 
really be responsive to your wishes and not just a guess on our part. 

Mr. Curtis. May I illustrate what I want? For example, when 
you sit down in trade negotiations, this kind of data, the generalities 
and general conclusions, with a lot of supporting data, is the type of 
things you have available, and you have gleaned it with the assistance 
of the Departments of Commerce, Labor, and many other departments. 

I have one other general question. That has to do with the aspect 
of reciprocal-trade formulas. I describe it as a method of legislating. 
In other words, essentially the Congress is passing on a great amount 
of authority to the executive branch of the Government to work out 
the details and the program in these complicated tariff fields. For 
that reason, because it is such a delegation of authority, I am con- 
cerned with what authority still remains in the Congress and also 
what techniques the executive department has developed in order to 
give the industries, the people of this country, an opportunity to get 
their viewpoint across before action is taken. Something has been 
made of the peril point. Of course that is a technique that is used by 
the Tariff Commission and they hold hearings on that. But my un- 
derstanding is also that through Executive order there is a Committee 
on Reciprocity that is set up which likewise holds hearings. However, 
that is not by a statute. Am I right, Mr. Secretary? 

Secretary Duuuus. I think that is only based upon Executive order. 
The Committee for Reciprocity Information contains the repre- 
sentatives of the different governmental agencies, I think a total of 
nine, who work on these problems together. Whenever there is any 
question of executive discretion in these matters, in relation to any 
particular article, it is the practice of this committee to invite or 
afford an opportunity to the businesses concerned to be heard. I 
understand it is the intention to continue that committee. Of course, 
there are also hearings on invoking the escape clause as well as the 
peril point. On the matter of the peril point, as I understand the 
hearings, it is what normally takes place prior to the time a reduction 
has occurred. After reduction has been negotiated, if any industry 
feels it is being seriously injured, it can have a hearing before the 
Tariff Commission to consider whether the escape clause should be 
invoked to take back the concession. 

Mr. Curtis. Is not the peril point actually before negotiations? 
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Secretary Dunes. Yes; the peril point is before the negotiations 
take place. Then, if a concession is granted and it seems to do injury, 
serious injury to any American industry, they can be heard on the 
question of whether or not the escape clause should be invoked to 
take back all or part of the concession. 

Mr. Curtis. Mr. Chairman, I am sure we have copies of that 
Executive order. I would like to request that the order be made a 
part of the hearing, and be made available to the committee. 

Mr. Secretary, may I ask further if there are any other techniques 
that are used to get information from the general public on these 
matters before trade agreements are sotusle negotiated? If you 
cule supply that further information to the committee it would be 

elpful. 

Secretary Duuuzs. I will do so. 

The CuarrMaNn. Without objection the request of Mr. Curtis will 
be granted. That is, a copy of the Executive order may appear in the 
record following the testimony of the Secretary of State. 

(The information requested follows: ) 


How Unrrep States GoveRNMENT OsTAINs Views OF INTERESTED PERSONS 
AND ORGANIZATIONS PRIOR TO NEGOTIATIONS 


‘The following are the major methods through which the United States Gov- 
ernment obtains the views of interested persons and organizations on tariff 
negotiations: 


1. Hearings before the Committee for Reciprocity Information 


The Committee for Reciprocity Information is composed of representatives of 
the Departments of State, Treasury, Defense, Commerce, Agriculture, Interior, 
Labor, Foreign Operations Administration, and the Tariff Commission. This 
group, of which the membership is the same as that of the Trade Agreements 
Committee (the permanent committee established by Executive order that pro- 
vides interdepartmental recommendations to the President on all issues involved 
in a trade-agreement negotiation), has been established as a permanent organiza- 
tion for receiving briefs and holding hearings to obtain the views of interested 
persons and organizations on trade-agreement matters. It is chaired by the 
Chairman of the Tariff Commission. 

Before the United States Government undertakes any trade-agreement nego- 
tiation, formal, well publicized hearings are held by the Committee on Reciprocity 
Information. The hearings are held following the development and publication 
of a list of items upon which tariff concessions may be negotiated in a trade 
agreement. Unless a product is included on that list no negotiation affecting 
such item may be undertaken. Thus business, agriculture, and labor interests 
can address their comments to the specific product in which they are interested. 

The public notice regarding the hearings on the list of items is published in. 
the Federal Register (which also Eon the complete list), the Department of 
State Bulletin, Foreign Commerce Weekly, Treasury Decisions, and business and 
tratte journals. The public notice and the list are also made available to the 
general press. In addition, the Departments of Labor, Agriculture, and Commerce 
bring the list to the attention of interested groups. For example, the Department 
of Commerce supplies copies of the list to its 33 field offices all over the country, 
to approximately 200 cooperating chambers of commerce, and to more than 100 
trade associations and trade journals which have interest in items on the list. 

When the recent hearings before the Committee for Reciprocity Information 
were held on the projected negotiations with Japan, over 100 interested persons 
or organizations appeared to present their views in the 2 weeks of hearings. 
In addition, written briefs were filed by more than 200 organizations. 

At any other time the Committee receives written briefs from interested 
individuals or organizations on any matter connected with trade agreements 
and arranges informal meetings for consultation. 


2. Direct consultation with officers of governmental departments 


Each of the departments represented on the Committee for Reciprocity Informa- 
tion has officers primarily concerned with trade-agreements matters. These 
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officials welcome the views of businessmen and are always willing to meet per- 
sonally with them or to give serious consideration to their written views. 
3. “Peril point’ hearings 

Another avenue for presentation of business views is the “peril point’”’ hearing 
conducted by the Tariff Commission in the course of preparation for a tariff nego- 
tiation. This hearing is held on each item of a widely publicized list of items sug- 
gested for tariff reduction. The purpose of the hearing is to help the Tariff Com- 
mission determine the tariff rate that is to be considered a ‘‘peril point’’—that is a 
point below which the reduction of a duty might cause injury to an industry. If 
any negotiation results in a concession on a United States tariff rate below this 
“peril point” the President is required to explain to the Congress the reasons for 
the action. 


4. “Escape clause’ hearings 

After a trade agreement has been completed there are further safeguards in- 
cluded in the trade-agreements procedure that enable the business community to 
make its views known. Chief of these is the ‘‘eseape clause’’ procedure that has 
been established to make sure that new or unexpected developments not antici- 
pated at the time of a tariff negotiation have not resulted in injury to a particular 
industry. 

Under this procedure any industry claiming injury or threat of injury resulting 
from a trade-agreement concession can apply to the Tariff Commission for an 
investigation and public hearing. The Tariff Commission, after careful consider- 
ation of the case, recommends to the President the action, if any, which should be 
taken. United States trade agreements provide that individual concessions may 
be modified or withdrawn if it is found that, as a result of unforeseen circumstances 
created by the concession, imports of the item in question are occurring in such 
increased quantity and in such circumstances as to cause or threaten serious injury 
to a domestic industry. 

The above ways are parts of an extensive procedure designed to ensure that 
trade agreements take into account all possible effects on the national economy. 
The procedure is as follows: 


HOW A TRADE AGREEMENT IS MADE 


The decisions involved in making a trade agreement are made by the President, 
for it is to him that the authority to negotiate trade agreements within certain 
limits has been given by the Congress in the Trade Agreements Act of 1934. 
This act, which became a law on June 12 of that year and has since been renewed 
nine times, empowers the President to conclude trade agreements with other 
countries. In return for reductions in their barriers against American goods, he 
may modify United States tariff treatment or other import restrictions on goods 
from abroad. In addition to undertaking general obligations such as granting 
most-favored-nation treatment with regard to tariff matters, United States con- 
cessions may consist of (a) a reduction in the United States tariff rate; (b) binding 
of that rate, that is, an agreement not to increase the rate; or (c) a binding of 
duty-free status, that is, agreement not to impose a duty on an article which is 
admitted free of duty when the agreement is concluded. 

In making decisions under the Trade Agreements Act, the President is required 
by law to seek information and advice from the Departments of State, Com- 
merce, Agriculture, and Defense. In practice, he gets a broader range of advice 
for he has, by Executive order, set up an interdepartmental group called the 
Trade Agreements Committee, which includes not only the agencies that he is 
required by law to consult but also the Departments of Labor, Interior, and the 
Treasury, the Foreign Operations Administration, and a representative of the 
Tariff Commission. 

Executive agency members on the Trade Agreements Committee are the 
official representatives of their agencies. Therefore, the decisions of the Trade 
Agreements Committee reflect the considered position of those agencies. If the 
Committee cannot reach unanimous agreement on recommendations, the disa- 
greement goes to the President for resolution. 


FIRST STEP—CBTAINING INFORMATION ON TRADE WITH COUNTRY X 


Once the President has decided that trade negotiations should be undertaken 
with a particular country the Trade Agreements Committee appoints a sub- 
committee made up of officers of the different agencies which have members on 
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the Trade Agreements Committee. They are experts on our trade with country 
X. This subcommittee then studies the statistics of this trade and picks out for 
possible tariff negotiation the products which we import from country X and for 
which country X is the principal supplier. The committee also chooses the items 
which country X imports and for which the United States is the principal supplier. 
It may also include in the list of that country’s imports some products in which 
our exporters have a particular interest, even though we may not be the principal 
supplier. Conversely, it may also include in the list of United States import 
items some products which are of particular interest to country X, although it 
may not be the principal supplier. The lists of products to be considered for 
tariff negotiation suggested by the subcommittee are submitted to the Trade 
Agreements Committee for consideration. 


TRADE AGREEMENTS COMMITTEE MAKES RECOMMENDATIONS 


When the Trade Agreements Committee has made any modifications it consid- 
ers necessary in the lists suggested by the subcommittee, it sends the list of United 
States import items to the President for his decision. 

When the President has decided what products should be included on the list, 
it is published and a date is set for public hearings to obtain the views of all inter- 
ested persons and groups as to whether concessions on any of the items should be 
made. These hearings are held by the Committee for Reciprocity Information, 
which is composed of the same agencies and the same individuals as the Trade 
Agreements Committee. Originally the two Committees had different member- 
ship, but it was decided some time ago that it was very important that the people 
who hear the views of the public be the same as those who make the recommenda- 
tions to the President. 3 

The notice that goes out with the list makes the following points clear: 

1. That everyone who has an interest in the items on the list is invited to make 
known his views about whether a concession should be granted. 

2. That the inclusion of a product in the list does not mean that any decision 
has been made as to whether a concession will or will not be granted. 

3. That no concession will be granted on any product which is not contained in 
a public list. 

4. That interested people are requested to give the Committee their opinions 
as to concessions which should be asked by the United States from the other 
countries with which it is negotiating, as well as their views about possible conces- 
sions in the United States tariff. 

5. The time and place at which briefs must be filed and the time and place at 
which the hearings will be held. 


INTERESTED PERSONS PRESENT VIEWS 


A very considerable effort is made to see that this list and notice get the widest 
possible distribution. Both are published in the Federal Register, and the notice 
is published in the State Department Bulletin, Treasury Decisions, and Foreign 
Commerce Weekly. Copies are sent to every Member of Congress and in quan- 
tity to all the district offices of the Department of Commerce for dissemination 
to interested people. Over the course of the years, an extensive list of people 
who are interested in hearing about trade-agreement matters has been built up, 
and copies of the notice and the public list are sent to everyone on it. Moreover, 
many of the trade associations, trade journals, chambers of commerce, and so 
forth frequently purchase quantities of the notice and list for distribution to their 
members. The list and notice are always made available to the press. 

All individuals or groups who wish to express views about a product on the list 
are required to file a written memorandum in advance of the hearings. They 
may also appear at the public hearings and present supplemental information. 
Though this is not required, most people avail themselves of this opportunity. 
Unless the Committee on Reciprocity Information specifically accepts informa- 
tion on a confidential basis, the material contained in the briefs submitted to the 
Committee is public information. 

Copies of the briefs are furnished to the members of the subcommittees de- 
veloping country trade information, to the members of the Trade Agreements 
Committee, and to any other people who may be involved in the conduct of the 
hearings. The briefs are first analyzed by the Government’s experts on the par- 
ticular product so that the officials who are to conduct the hearings have in ad- 
vance the result of expert analysis of the brief and suggestions as to additional 
information to be elicited before or during the hearings. 
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After the hearing is concluded, the information elicited at the hearing, the in- 
formation contained in the briefs, and the information in the Government files 
with respect to each product is then studied by a subcommittee. The subcom- 
mittee studies the data to ascertain whether a concession would be justified and, 
if so, what the nature of the concession should be. These studies are presented 
to the Trade Agreements Committee, which reviews them item by item and ap- 
proves, modifies, or rejects them 

During the Committee for Reciprocity Information hearings the public is in- 
vited to submit suggestions for items on which we should request tariff conces- 
sions from country X. These suggestions and others made by the members of 
the subcommittees are also reviewed in detail by the Trade Agreements Com- 
mittee. 

HOW RECOMMENDATIONS ARE ARRIVED AT 


The decision in each case is based upon a variety of factors. The Committee 
considers, for example, the relation of imports to domestic production. Are im- 
ports a large part of the amount consumed in the United States, or a small part? 
It considers what the trend has been on this point. Have imports been taking 
an increasing part of the domestic market, a smaller part, or has the relation be- 
tween imports and domestic production remained substantially stable? 

It considers whether the domestic industry is on an export basis. If, for ex- 
ample, the domestic industry has a large export business, this would be one indi- 
cation that the industry might well be able to compete in third markets with the 
foreign panama and, therefore, a reduction in the tariff might be cpnsidered. 

The Committee also takes into account such matters as whether the domestic 
industry is a large and diversified industry located in many places and producing 
a wide variety of products, or whether it is an industry concentrating on the 
particular product involved and located largely in one community. This has an 
important bearing, of course, upon the possible impact of imports on the domestic 
industry. 

Since the law provides that no decrease in duty on an article shall be made if 
the President finds such reduction would threaten domestic production needed 
for projected national-defense requirements, the Committee must also consider 
the national-security needs for particular products. 

Then the Committee considers whether it would be desirable or possible to make 
a concession on only part of the tariff category that may be involved. For exam- 
ple, it might well be that a substantial reduction in the tariff on imports of a 
product above a certain value would not have any appreciable effect on the 
domestic industry, whereas a comparable reduction on lower value products 
might have a considerable impact. 

The Committee may also take into consideration the advisability of making a 
limited reduction through the use of a tariff quota or other devices. For example, 
the Committee may decide that a reduced duty should apply to only a specified 
percentage of average United States production of the product. Or, to take 
another example, the Committee may decide to reduce the duties but to reserve the 
right to increase the rates if imports exceed a certain percentage of United States 
production of similar products. 

The Committee also considers the peril-point findings of the Tariff Commission. 
These peril points are the limits below which the United States duties and other 
import restrictions involved cannot be reduced without causing or threatening 
to cause serious injury to domestic industries, according to the judgment of the 
Tariff Commission. These peril-point findings by the Tariff Commission are 
required by a 1951 amendment to the Trade Agreements Act. 

The Committee is also guided by the President’s acceptance of a Randall Com- 
mission recommendation that no tariff concessions will be granted by the United 
States on products made by workmen receiving wages which are substandard in 
the exporting country. 

All of these factors and others are taken into account in making a recommenda- 
tion as to a concession on any particular product. 


RECOMMENDATIONS GO TO THE PRESIDENT 


The recommendations of the Committee are forwarded direct to the President 
for his approval. The President considers the recommendations, paying partic- 
ular attention to cases in which the Committee recommends reduction of United 
States import restrictions below what the Tariff Commission considers the peril 
point. 
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The decision of the President constitutes an instruction to the United States 
negotiators. It authorizes them to make the concessions they recommend pro- 
vided that they can get from the negotiating country the concessions which they 
have recommended the United States should ask. 


ACTUAL BARGAINING BEGINS 


The next stage is that of negotiation. The negotiation is conducted normally 
by a team consisting of representatives of the Department of State, the Tariff 
Commission, the Department of Commerce, and the De ment of Agriculture. 
At other times, there may be a representative from the Department of the Treas- 
ury. Other agencies are represented by advisers when their interests are involved. 

The offers and requests are presented to the country X negotiators, and the 
bargaining takes place around the table, usually for a considerable period of time. 

The negotiating team makes the best bargain it can within its instructions and 
then reports to the Trade Agreements Committee as to whether it believes an 
agreement possible and makes recommendations to the Committee as to whether 
any changes in the offers initially authorized or in the requests initially made 
would, in its opinion, be desirable. The Trade Agreements Committee considers 
the recommendations of the team, and, if it feels that any changes in the original 
eg are desirable, recommends to the President what changes it thinks should 
ye made. 

Normally there are changes as a result of negotiation. If it develops that we 
are not able.zto get as much as we feel we should, then we pull back some of our 
offers. If we are able to get more than we expected but are asked for more in 
return, the Committee considers whether the bargain would be worthwhile and 
whether it could be made without injury. 

On the basis of this consideration the Committee makes its recommendations 
to the President for the final decision. If he approves them, the negotiating team 
concludes the agreement on that basis. 


BARGAINING WITH SEVERAL COUNTRIES AT ONCE 


From 1934 until 1947 the United States, under the Trade Agreements Act, 
concluded trade agreements through separate negotiations with each of various 
foreign countries. Tariff concessions in each agreement were based, of course, 
on the trade between the United States and the other country involved, although, 
under the traditional most-favored-nation pclicy of the United States, the con- 
cessions granted in any agreement applied to the products of all other countries 
as well. The general provisions of the agreements—relating to general trade 
treatment and designed to safeguard the tariff concessions themselves—differed 
in some cases, although they were considerably standardized. 

But at Geneva in 1947, the United States and 22 other countries negotiated 
tariff concessions simultaneously and agreed to one set of general provisions— 
those in the General Agreement on Tariffs and Trade concluded then. At 
Annecy, France, in 1949, and at Torquay, England, in 1951, these countries and 
several additional countries exchanged further concessions on import restrictions. 
—_ are now 34 countries which are parties to the General Agreement on Tariffs 
and Trade. 

Notwithstanding the number of countries engaged in the negotiations, the 
same country-with-country bargaining procedure is followed in exchanging tariff 
concessions. The result is that the number of such two-country negotiations 
has run into the hundreds. When all have been completed, all the concessions 
resulting from the separate negotiations are examined and approved by all the 
participating countries and then integrated into the one agreement. 

United States procedure in this bargaining for concessions does not differ under 
the multilateral approach from that used in concluding the earlier separate bilateral 
agreements. 

The foregoing paragraphs describe in detail the successive steps followed in 
considering and reaching decisions on each tariff concession which the United 
States may ask or offer in the course of making a trade agreement. Only after 
all these stages have been passed does the President make effective, by proclama- 
tion, the modifications in United States tariffs which the United States Govern- 
ment makes in return for corresponding trade-barrier reductions granted by 
foreign countries and designed to widen markets for United States products. 


The CuarrMan. Are there any further questions? 
Mr. Karsten, of Missouri, will inquire. 
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Mr. Karsten. Mr. Chairman: I would first like to compliment the 
Secretary on his very fine presentation. I am sure it will be of great 
help to us in our deliberations. I did have a couple of questions | 
would like to ask. 

On page 3, Mr. Secretary, in paragraph 4 of your statement, you 
say, ‘Our tariff rates have, for the most part, been kept moderate.” 
The distinguished gentleman from Illinois developed that, in part, 
this morning, but he did not go into it in detail. I would like to have 
: little more information. Could you elaborate on that statement 
or me? 

Secretary Duties. There are only a few commodities which have 


what might be called really high tariff rates. When I say “high” I 


am talking about the order of 50 percent. Most of the tariff rates are 
considerably lower than that. All of these things are relative. When 
you compare our rates with those which prevail in other countries of 
a comparable economy, that is, an industralized economy, it is found 
that our rates are relatively low. 

Mr. Karsten. With these low rates, Mr. Secretary, would it not 
lead people to believe that we are going to continue that type of 
policy? 

Secretary Dutues. I think that the enactment of this pending bill 
is extremely important from the standpoint of reassuring ourselves 
and the world, for that matter, that we do intend to pursue the course 
which, broadly speaking, has been followed for the last 20 years, and 
which, I think, has been beneficent from the standpoint of our 
country and the free world generally. 

Mr. Karsten. That comes to my next question, on paragraph 5. 
There you say— 

However, other countries are uncertain as to the future trend of our trade 
policies. They fear that we may shift to a policy of raising rather than lowering 
tariff barriers. 

I wonder why, or what is the basis for this fear that you talk about. 

Mr. Dinee tu. Their action on Swiss watches is one example. 

Mr. Karsten. I would like to hear from the Secretary, if I may. 

Secretary Duties. There is an awareness of the tact that in the 
United States a good many industries, in a natural desire to achieve 
the maximum protection for their particular industry, are appearing 
before the Tariff Commission and before other bodies, trying to get 
the tariffs up. 

Mr. Karsten. Do you think this threat is very real or is it an 
imaginery threat that we are talking about? 

Secretary Duss. | think it is quite real. 

Mr. Karsten. It is a real threat? 

Secretary Duties. Yes. 

Mr. Karsten. And you are for the passage of this bill, as it now 
stands, Mr. Secretary, without amending it, is that correct? 

Secretary Duuuzs. I am not aware of any amendments that I would 
favor. 

Mr. Karsten. You are for it in its entirety as it now stands? 

Secretary Duties. I am for the bill as it now stands, yes, sir. 

Mr. Karsten. That will continue the existing law, as [ understand 
it, for a period of 3 years. Is that correct? 

Secretary Dutuns. Yes. 
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Mr. Karsten. This continues the old law. You would not classify 
it as a bold new, dynamic program, would you? 

Secretary Duuues. It is a new program. How dynamic you would 
call it, 1 do not know. But it is a new program in the sense that it 
renews Presidential authority within carefully defined limits to make 
further tariff reductions on the basis, principally, of reciprocity, which, 
as I pointed out, has the benefit of injecting a new element in the 
situation and enables us to renew our efforts to encourage other 
governments to adopt more liberal trade policies, holding out the 
inducement that if they do we can do a little bit better for them. 

Mr. Karsten. But it is nothing new, bold, nor dynamic. It is” 
the continuation of the old program, is that correct, Mr. Secretary? 

Secretary Duties. Well, I do not know whether I would call the 
old program dynamic. It is not as new as it was when Secretary Hull 
started it in 1934. None of us are as new as we were then. 

Mr. Karsten. Is this the same program that was presented to the 
last Congress? 

Secretary Duuues. Is it the same program? 

Mr. Karsten. Yes. 

Secretary Duties. Well, I believe it is the same as Congressman 
Kean presented in the last Congress, yes. 

Mr. Karsten. Thank you, Mr. Secretary. 

The CHarrMan. Mr. Simpson will inquire again. 

Mr. Stmpson. In all events, this is a bill that carries out the Presi- 
dent’s program and you do not want to go beyond his program, do 
you? 
~ Secretary Duuues. No, sir. 

Mr. Stmpson. So it is a Republican bill from that standpoint? 

Secretary Dunes. I would be very happy to see the bill known 
as a Republican bill. 

Mr. Srwpson. Mr. Secretary, may I inquire about this. Mr. 
Secretary, do you believe it would be constitutional for Congress to 
delegate all of its tariffmaking authority and responsibility to the 
Executive? 

Secretary Duties. No, I do not. 

Mr. Srupson. This bill, in delegating authority to the President 
without regard to reciprocity, or foreign trade eements, is a 
broader delegation than existing law, I believe. Would you comment 
on that, sir? 

Secretary Duties. The delegation is somewhat ter under 
this bill than under existing law. In my opinion, the delegation, 
however, is within the constitutional limits. The constitutionality 
of this particular type of legislation has never been passed upon, as 
far as I know, by the United States Supreme Court. The Supreme 
Court has, however, passed upon certain types of delegation in the 
field of foreign trade and commerce, and in all cases, as I recall, it 
has sustained the delegation. 

Mr. Srwpson. It had to do in those instances, I believe, with the 
question of reciprocity or a foreign trade agreement. As I understand 
a portion of the bill before us, the President will be authorized to set 
new rates without respect to the matter of reciprocity on the part of 
another nation. If that is the case, I ask you, assuming he can set 
the rate, do you contend that that authority would be constitutional? 
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Secretary Duties. In my opinion it would be constitutional, but I 
am bound to say that I do not think that there is any very clear 
United States Supreme Court decision covering the point. 

Mr. Srupson. Is there an area in your judgment beyond which the 
Congress would not dare go, constitutionally, in delegating authority 
to the President? That is with respect to an existing rate. 

Secretary Dunes. I would certainly feel that the Congress could 
not abdicate and delegate its entire authority in this field. The ques- 
tion of to what degree authority can be delegated is, in each case, a 
question of judgment. It comes up in the corporate fields that I am 
quite familiar with, as to what extent the board of directors can dele- 
gate authority to the president, and to what extent the president of 
the corporation can delegate authority to the vice president and so on 
down the line. All these matters are a question in my opinion of 
what is reasonable under all the circumstances. I would feel that the 
particular delegation that is contemplated here is, under the circum- 
stances, reasonable because it is a rather clearly defined delegation, 
its scope is rather narrow. I would think that that was all right. 

You ask me how much further you can go. Certainly as you go 
further you get into the area of increasing doubt. 

Mr. Stimpson. I will not press that further at the moment. 

I want to inquire about one other matter. First of all, this Swiss 
watch situation has been mentioned and will be mentioned many, 
many times before these hearings are over. The fact is that the Pres- 
ident based his conclusion that there should be some relief for the 
American manufacturer of watches upon the question of the national 
defense of the United States, did he not? 

Secretary Dutuzs. Well, I would not want to interpret the Presi- 
dent’s mind. I know as far as my own mind was concerned, and as 
I advised the President, that was certainly a factor in my own mind. 

Mr. Stmpson. I do not care what country it is abroad, or any 
businessman in this country, that is crying because our country sees 
fit to protect itself; they are being unreasonable. I commend the 
administration for what it did in that area. Certainly, the defense 
of this country comes first and the determination having been made 
by the Tariff Commission and confirmed by the distinguished Secre- 
tary now before us, and the President, it merits the support of not only 
this committee but the American people. 

Mr. Secretary, as we come toward the end, I assume, of your appear- 
ance here, I have made some notes as we went along. I find that 
members of this committee in this very preliminary action on this 
bill have been concerned already about the effect of the tariff cuts 
on crabmeat, fish, beer, textiles, tunafish, jewelry, coal, oil, lace, and 
nuts. 

Secretary Duties. And hardwood. 

Mr. Stimpson. I had forgotten about that. If I took a poll, there 
would be many more. Every one of those items is subjected to 
possible further tariff cuts in this Japanese treaty agreement that is 
coming up. Every one of those producers all over thiscountry of ours 
is concerned about what the Japanese may do if they get cuts as 
promised. Every one of them will be worried for a good many 
months to come and some’ will be injured. I do not like it. It is 
not healthy. The employment problem in those areas will grow 
greater. I regret that we cannot in some way narrow down, mate- 
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rially, that list of items upon which we are going to negotiate. May 
I inquire who makes up that list? 

Secretary Duties. The list is made up by the representatives of the 
9 departments or agencies of Government, and it was, as I understand, 
a list that was agreed upon by the 9 agencies and recommended to the 
President. 

Mr. Simpson. Have they had long experience on that group or 
are they new? 

Secretary Duties. The persons that made up the nine depart- 
ments? Of course those included departments such as the Depart- 
ment of Commerce. 

Mr. Stmpson. I am talking about the individuals. 

Secretary Dutuzs. The individuals who worked on it? 

Mr. Srmpson. Have they had long experience? Why would they 
do a thing like this in areas where they do not intend to act? Why 
should they include the items? 

Secretary Duttes. I do not think that any items were included 
where there was not at least some possibility of action, if not in rela- 
tion to Japan at least in relation to some other country that would 
deal with Japan. A number of items were excluded from the list as 
originally presented when the matter was gone over by the heads of 
the departments. 

Mr. Stmpson. I will yield to Mr. Kean for a moment. 

Mr. Kean. Did not the Japanese send in a list on what they wanted 
to negotiate on and what they suggested to be included in these 
things? 

Ranteheny Duties. There was a list that was sent in from the Japan- 
ese, but the list that was used does not conform to that. 

Mr. Kean. They originally suggested a basis. We cannot say, in 
preliminary negotiations, that we will not negotiate any of the things 
that they put on their list, even though we have, probably, in our 
minds that we are not going to do much about it. 

Secretary Duties. We excluded from the published list some things 
that were on the Japanese list. 

Mr. Kran. They did send in the list, and this list is made up partly 
of what the Japanese sent in and what we negotiate on, too? 

Secretary Duties. Yes. That is one of the sources of our material, 
but not the principal source. We do not follow it blindly. 

Mr. Simpson. Mr. Secretary, today in the Republican administra- 
tion have we had supervision of one of these trade programs where 
we have made tariff cuts? 

Secretary Duties. No; I think not. 

Mr. Stupson. So we look toward the future in the passage of this 
bill and the Japanese treaty cut. You took some time when you 
were asked about quotas from the gentlemen on the other side of the 
aisle. I understand you are not entirely sure on the point, though 
you do not like quotas. Does it seem reasonable to you that your 
representatives in GATT should undertake to provide that there 
would be no such things as quotas in the future, irrespective of con- 
gressional opinions, and without direct congressional authority? 

Secretary Duties. Well, I am going to say I would not, myself, 
favor—nor would I want my representatives to favor—anything which 
constituted an absolute prohibition against using quotas under any 
circumstances. 
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Mr. Stmpson. Thank you, sir. 

The CuarrMAN. Any further questions? 

Mr. McCarthy, of Minnesota, will inquire. 

Mr. McCarruy. Mr. Secretary, the preliminary hearings and con- 
ferences with regard to the possible Japanese Treaty are now under 
way, is that correct? 

Secretary Duuues. I believe that hearings are still being held by 
the Tariff Commission with reference to the list of possible articles 
which was published. 

Mr. McCarrtny. Is it safe to assume that we hope to exchange 
principally agricultural commodities for Japanese manufactures, and 
an increased exchange will be a result of this treaty? 

Secretary Dutuzs. I would say that what we hope from this nego- 
tiation, Congressman, is to find, if we can, markets for Japanese goods 
primarily outside of the United States, and which will promote our 
trade and commerce, but primarily through triangular, multilateral 
operations, rather than by direct operations. There is not much in 
the way of Japanese manufactured goods that we really want in this 
country. There are plenty of places in the world which are in very 
great need of the kind of goods that Japan can manufacture and 
produce. Japan does need many of our commodities that we export, 
such as cotton and wheat. The art is to try to find a way whereby 
Japan can take from us what she needs, whereby other countries can 
take from Japan what they need that Japan produces and they, in 
turn, perhaps give us what we need. 

In other words, I see the future of that, or the success of it, as 
resulting more from the possibility of developing, broadly speaking, 
the world market for Japanese goods rather than upon our creating 
a market here to take more of the Japanese manufactures. 

Mr. McCarrtny. Mr. Secretary, as a result the changes made in 
the Agricultural Act last year, the relationship of the agricultural 
attaché to the State Department has been changed, has it not? 

Secretary Dulles. Yes. 

Mr. McCartuy. The man who was, until recently, agricultural 
attaché to Japan, I understand did make a report, or was called back 
to make a report, with regard to the disposal of agricultural commodi- 
ties in Japan. Did he make that report to the State Department or 
did he make it to the Agriculture Department, which, in turn, decides 
whether it should be forwarded or not? 

Secretary Dutues. If he made a report to us, it seems not to have 
arene so much attention because none of my advisers are aware 
of it. 

Mr. McCarrtuy. Maybe I better wait and ask the Secretary of 
Agriculture whether he made the report to him. 

Do you know whether the report would, of necessity, have to be 
cleared by the Secretary of Agriculture before it could have been 
passed on to the Secretary of State? 

Secretary Duties. I am not aware of any report at all. There 
may have been one and there probably was one but I am afraid I 
cannot answer any questions about it because I am just assuming its 
existence, and assuming that he came back here and he made a report. 
I doubt if he made it to us. I imagine it has been made to the Depart- 
ment of Agriculture. But I cannot enlighten you about it because it is 
entirely speculative in my mind. 
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Mr. Dincexv. You do not get very many reports anyway, do you, 
Mr. Secretary? 

Secretary Dues. I get more than you think, If you said that I 
do not have time to read them all you would be quite right. 

Mr. McCarruy. Of course, I did not expect the Secretary to 
reeeive it personally. I would like to know whether the Department 
of State does receive reports from agricultural attachés, in other 
countries as well as Japan, to determine what the procedure is under 
the law as it was changed in the 1954 Agricultural Act. This may be 
outside of your jurisdiction. I would like to know whether or not 
any testimony or report from the former agricultural attaché in 
Japan has been received by that branch of the Executive Office which 
has responsibility for negotiating the reciprocal-trade agreements 
with Japan. 

Thank you, Mr. Chairman. 

The CuarrMANn. Any further questions? 

Mr. Reed of New York will inquire, Mr. Secretary. 

Mr. Reep. I have heard that quite a large number of the countries 
refuse, or have made some restrictions against Japanese goods comin 
into their market. Do you happen to know how many there are, an 
if Great Britain is one of them? 

Secretary Duties. Did you say, Is Great Britain one of them? 

Mr. Resp. Yes. 

Secretary Duuuszs. I believe so, yes. 

Mr. Reep. Thank you very much. 

Secretary Duties. I could not give you a list of them, but there 
are, I believe, discriminatory provisions against Japanese goods in 
quite a few countries. I could make a guess as to some of them, but 
it might be unfair for me to guess here publicly because I might 
misname one. 

Mr. Reep. I would not want you to embarrass yourself that way. 
I did hear that rumor and I thought if it were true possibly we could 
prevail upon some of these foreign contries to relax a little. 

Secretary Duties. That is what we hope to do, sir. 

The CuarrmMan. Any further questions? 

Mr, Secretary, the effect of the trade-agreements program of this 
country is to confer discretionary authority upon the President of the 
United States to negotiate and enter into trade agreements. That 
has been the intent and effect of the program, has it not? 

Secretary Dues, Yes. 

The CuarrMaNn. And that is the purpose and effect of this bill, to 
confer discretionary authority upon the President of the United 
States to negotiate and enter into trade agreements with other 
countries as a part of dealing with our foreign economic policy. 
Is that correct? 

Secretary Duties. Yes. The discretion is, of course, a limited 
discretion. 

The Cuarrman. We thank you for your appearance and the very 
valuable and helpful information you have given the Committee. 
Thank you. 

Secretary Duties. Thank you. 

(The following information was submitted by Secretary Dulles at 
the request of Mr. Curtis:) 
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EXECUTIVE ORDERS DEALING WITH TRADE AGREEMENT 
PROGRAM 


Unirep Srates Tartrr ComMMISSION 


WASHINGTON 


Executive Order 10082 of October 5, 1949 
TrapE AGREEMENT PROCEDURES _ 


Executive Order 10082 contains the following provisions regarding the Tariff 
Commission: 


1. Representation on Trade Agreements Committee (par. 1) 

2. Chairmanship of Committee for Reciprocity Information (par. 2) 

3. Preparation, for use of Trade Agreements Committee, of analyses and digests 
covering all articles imported into the United States to be considered in 
negotiations (par. 6) 

4. Special studies of import phases of proposed trade agreements, particularly 
with respect to competition with American interests (par. 8) 

5. Investigation of injury or threatened injury to a domestic industry due to 
trade agreement concession (par. 13) 

6. Observation of operation and effects of provisions relating to United States 
import duties or other import restrictions in trade agreements (par. 14) 

7. Report each year to President and Congress on operation of trade agreements 
program (par. 14) 


The Trade Agreements Committee is composed of a Commissioner of Tariff 
Commission; representatives of Departments of State, Treasury, Defense, Agri- 
culture, Commerce, and Labor; and Economic Cooperation Administration. 

The Committee for Reciprocity Information consists of same member as Trade 
Agreements Committee or their alternates. 

The Tariff Commission member of TAC is Chairman of Committee for 
Reciprocity Information. 

(Text of Executive order attached.) 


EXECUTIVE ORDER 10082—PREscRIBING PROCEDURES FOR THE ADMINISTRATION 
OF THE REcIPROCAL TRADE-AGREEMENTS PROGRAM 


By virtue of the authority vested in me by the Constitution and the statutes, 
including section 332 of the Tariff Act of 1930 (46 Stat. 698) and the Trade Agree- 
ments Act approved June 12, 1934, as amended (48 Stat. 943; 57 Stat. 125; 59 
Stat. 410; Public Law 307, 81st Congress), and in the interest of the foreign- 
affairs functions of the United States and in order that the interests of the vari- 
ous branches of American economy may be effectively promoted and safeguarded 
through the administration of the trade-agreements program, it is ordered as 
follows: 


PART I-—ORGANIZATION 


1. There is hereby established the Interdepartmental Committee on Trade 
Agreements (hereinafter referred to as the Trade Agreements Committee), which 
shalt act as the agency through which the President shall, in accordance with 
section 4 of the said Trade Agreements Act, as amended, seek information and 
advice before concluding a trade agreement. With a view to the conduct of the 
trade-agreements program in the general public interest and in order to coordi- 
nate the program with the interests of American agriculture, industry, commerce. 
labor and security, and of American financial and foreign policy, the Trade Agree- 
ments Committee shall consist of a Commissioner of the United States Tariff 
Commission, who shall be designated by the Chairman of the Commission, and 
of persons designated from their respective agencies by the Secretary of State, 
the Secretary of the Treasury, the Secretary of Defense, the Secretary of Agri- 
culture, the Secretary of Commerce, the Secretary of Labor, and the Adminis- 
trator for Economic Cooperation. There-shall likewise be designated from the 
foregoing agencies alternates to act in place of the members on the Committee 
when the members are unable to act. A member or alternate from the Depart- 
ment of State shall be the Chairman of the Trade Agreements Committee. 

2. There is hereby established the Committee for Reciprocity Information, 
which shall act as the agency to which, in accordance with section 4 of the Trade 
Agreements Act, as amended, the views of interested persons with regard to any 
proposed trade agreement to be concluded under the said Act shall be presented. 
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The Committee for Reciprocity Information shall consist of the same members 
as the Trade Agreements Committee or their alternates. A member or alternate 
from the Tariff Commission shall be the Chairman of the Committee for Reci- 
procity Information. 

3. The Trade Agreements Committee and the Committee for Reciprocity 
Information may invite the participation in their activities of other government 
agencies when matters of interest thereto are under consideration. Each of the 
said committees may from time to time designate such subcommittees, and pre- 
scribe such procedures and rules and regulations, as it may deem necessary for the 
conduct of its functions. 


PART II-—-CONCLUSION OF AGREEMENTS 


4. Before entering into the negotiation of a proposed trade agreement under the 
Trade Agreements Act, as amended, the Trade Agreements Committee shall 
submit to the President for his approval a list of all articles imported into the 
United States which it is proposed should be considered in such negotiations for 
possible modification of duties and other import restrictions, imposition of addi- 
tional import restrictions, or specific continuance of existing customs or excise 
treatment. Upon approval by the President of any such list, as originally sub- 
mitted or in amended form, the Trade Agreements Committee shall cause notice 
of intention to negotiate such agreement, together with such list of articles, to be 
published in the Federal Register. Such notice and list shall also be issued to the 
press, and sufficient copies shall be furnished to the Committee for Reciprocity 
Information for use in connection with such hearings as the Committee may hold 
with respect thereto. Such notice, together with the list or a statement as to its 
availability, shall also be published in the Department of State Bulletin, Treasury 
Decisions, and the Foreign Commerce Weekly. 

5. Any interested person desiring to present his views with respect to any 
article in any list referred to in paragraph 4 hereof, or with respect to any other 
aspect of a proposed trade agreement, may present such views to the Committee 
for Reciprocity Information, which shall accord reasonable opportunity for the 
presentation of such views. 

6. With respect to each article in a list referred to in paragraph 4 hereof, the 
Tariff Commission shall make an analysis of the facts relative to the production, 
trade, and consumption of the article involved, to the probable effect of granting a 
concession thereon, and to the competitive factors involved. Such analysis shall 
be submitted in digest form to the Trade Agreements Committee. 

7. With respect to each article exported from the United States which is con- 
sidered by the Trade Agreements Committee for possible inclusion in a trade 
agreement, the Department of Commerce shall make an analysis of the facts 
relative to the production, trade, and consumption of the article involvec, to the 
probable effect of obtaining a concession thereon, and to the competitive factors 
involved. Such analysis shall be submitted in digest form to the Trade Agree- 
ments Committee. 

8. Each Department and agency officials from which are members of the Trade 
Agreements Committee shall, to the extent it considers necessary and within the 
sphere of its respective responsibilities, make special studies of particular aspects 
of proposed trade agreements from the point of view of the interests of American 
agriculture, industry, commerce, labor, and security. Such studies shall be sub- 
mitted to the Trade Agreements Committee. 

9. After analysis and consideration of (a) the studies of the Tariff Commission 
provided for in paragraph 6 hereof, (b) the studies of the Department of Commerce 
provided for jn paragraph 7 hereof, (c) the special studies provided for in para- 

aph 8 hereof, (d) the views of interested persons presented to the Committee for 

eciprocity Information pursuant to paragraph 5 hereof, and (e) any other infor- 
mation available to the Trade Agreements Committee, including information 
relating to export duties and restrictions, the Trade Agreements Committee shall 
make such recommendations to the President relative to the conclusion of the 
trade agreement under consideration, and to the provisions to be included therein, 
as are considered appropriate to carry out the purposes set forth in the Trade 
Agreements Act, as amended. If there is dissent from any recommendation to 
the President with respect to the inclusion of any proposed concession in a trade 
agreement, the President shall be furnished a full report by the dissenting member 
or members of the Trade Agreements Committee, giving the reasons for his or 
their dissent. 

10. There shall be applicable to each tariff concession granted, or other obliga- 
tions incurred, by the United States in any trade agreement hereafter entered into 
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a clause providing in effect that if, as a result of unforeseen developments and of 
such concession or other obligation, any article is being imported in such relatively 
increased quantities and under such conditions as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive articles, the 
United States shall be free to withdraw or modify the concession, or suspend the 
other obligation, in whole or in part, to the extent and for such time as may be 
necessary to prevent such injury. 

11. There shall be obtained from every government or instrumentality thereof 
with which any trade agreement is hereafter entered into a most-favored-nation 
commitment securing for the United States the benefits of all tariff concessions 
and other tariff advantages accorded by the other party or parties to the agreement 
to any third country. This provision shall be subject to the minimum of necessary 
exceptions and shall be designed to obtain the greatest possible benefit for the 
trade of the United States. 


PART III-—-ADMINISTRATION OF AGREEMENTS 


12. The Trade Agreements Committee shall at all times keep informed of the 
operation and effect of all trade agreements which are in force. It shall recom- 
mend to the President or to one or more of the agencies represented on the com- 
mittee such action as is considered required or appropriate to carry out any such 
trade agreement or any rectifications and amendments thereof not requiring 
compliance with the procedures set forth in paragraphs 4 and 5 hereof. The 
Trade Agreements Committee shall, in particular, keep informed of discriminations 
by any country against the trade of the United States which cannot be removed 
by normal diplomatic representations, and, if it considers that the public interest 
will be served thereby, shall recommend to the President the withholding from 
such country of the benefit of concessions granted under the Trade Agreements 
Act, as amended. The committee may also consider such other questions of 
commercial policy as have a bearing on its activities with respect to trade 
agreements. 

13. The Tariff Commission, upon the request of the President, upon its own 
motion, or upon application of any interested party when in the judgment of the 
Tariff Commission there is good and sufficient reason therefor, shall make an 
investigation to determine whether, as a result of unforeseen developments and 
of the concession granted, or other obligation incurred, by the United States with 
respect to any article to which a clause similar to that provided for in paragraph 10 
hereof is applicable, such article is being imported in such relatively increased 
eee and under such conditions as to cause or threaten serious injury to the 

omestic industry producing like or directly competitive articles. Should the 
Tariff Commission find, as a result of its investigation, that such injury is being 
caused or threatened, it shall recommend to the President, for his consideration 
in the light of the public interest, the withdrawal or modification of the concession, 
or the suspension of the other obligation, in whole or in part, to the extent and for 
such time as the Tariff Commission finds necessary to prevent such injury. In 
the course of any investigation under this paragraph, the Tariff Commission shall 
hold hearings, giving reasonable public notice thereof, and shall afford reasonable 
opportunity for parties interested to be present, to produce evidence, and to be 
heard at such hearings. The procedure and rules nil regulations for such investi- 
gations and hearings shall from time to time be prescribed by the Tariff Com- 
mission. 

14. The Tariff Commission shall at all times keep informed concerning the 
operation and effect of provisions relating to duties or other import restrictions of 
the United States contained in trade agreements heretofore or hereafter entered 
into by the President under the authority of the Trade Agreements Act, as 
amended. The Tariff Commission, at least once a year, shall submit to the 
President and to the Congress a factual report on the operation of the trade 
agreements program. 

15. The Committee for Reciprocity Information shall accord reasonable oppor- 
tunity to interested persons to present their views with respect to the operation 
and effect of trade agreements which are in force or to any aspect thereof. 


PART IV-——TRANSITORY PROVISIONS 


16. All action relative to trade agreements already concluded or to the conclu- 
sion of new trade agreements which has been taken by the Trade Agreements 
Committee or by the Committee for Reciprocity Information between June 25, 
1948, and the date of this order shall be considered as pro tanto compliance with 
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the provisions of this order, provided that the member from the Tariff Commission 
on the Trade Agreements Committee shall be accorded full opportunity to present 
to that committee, and to the President pursuant to the final sentence of paragraph 
9 hereof, information and advice with respect to the decisions, recommendations, 
and other actions of that committee between June 25, 1948, and the date of this 
order relative to the conclusion of any trade agreement after the enactment of the 
Trade Agreements Extension Act of 1949, approved September 26, 1949 (Public 
Law 307, 81st Cong.). 
PART V—SUPERSEDURE 


17. This order supersedes Executive Order No. 10,004 of October 5, 1948, 
entitled ‘“‘Prescribing Procedures for the Administration of the Reciprocal Trade 
Agreements Program.”’ 

Harry 8. Truman. 

Tue Waite Hovsse, October 5, 1949. 


DEPARTMENT OF STATE 


The President on October 12 issued an Executive order (No. 10170) adding the 
Department of the Interior to the eight Government agencies which already have 
members on the Interdepartmental Committee on Trade Agreements and the 
Committee for Reciprocity Information. The same persons are members of 
both Committees. 

The other agencies which have members on the two Committees are: The 
United States Tariff Commission, the Departments of State, Agriculture, Com- 
merce, the Treasury, Defense, and Labor, and the Economie Cooperation Ad- 
ministration. The order issued on October 12 amends Executive Order No. 
10082 of October 5, 1949. 

A copy of the Executive order follows. 


ExecutivE Orper No. 10170 


Amendment of Executive Order No. 10082 of October 5, 1949 prescribing pro- 
cedures for the administration of the reciprical trade agreements program 


Whereas Executive Order No. 10082 of October 5, 1949 (14 F. R. 6105), estab- 
lishes the Interdepartmental Committee on Trade Agreements and the Committee 
for Reciprocity Information, each to consist of persons designated from their 
respective agencies by the Chairman of the United States Tariff Commission, 
the Secretary of State, the Secretary of the Treasury, the Secretary of Defense, 
the Secretary of Agriculture, the Secretary of Commerce, the Secretary of Labor 
and the Administrator for Economic Cooperation; and 

Whereas it would be in the public interest to provide for the representation on 
said committees of the Department of the Interior: 

Now, therefore, by virtue of the authority vested in me by the Constitution 
and statutes, including section 332 of the Tariff Act of 1930 (46 Stat. 698) and the 
Trade Agreements Act approved June 12, 1934, as amended (48 Stat. 943; 57 
Stat. 125; 59 Stat. 410; Public Law 307, 81st Cong.), the said Executive Order 
No. 10082 of October 5, 1949 is hereby amended by adding after the comma 
following the word “‘ Defense’’, in the second sentence of the paragraph numbered 
1 thereof, the words ‘‘the Secretary of the Interior,”’. 

Harry 8. TRUMAN. 

Tue Waite House, October 12, 1950. 


Nore.—This information was released to the press at Washington on October 
13, 1950 (Press Release No. 1052). 





Unitep States TarirFr COMMISSION 
WASHINGTON 


Executive Orper 10401—Prescrisinc ProcepurEes FoR PERIopIc REVIEW 
or Escarrg-Ciause MopiFicaTION oF TRADE AGREEMENT CONCESSIONS 


By virtue of the authority vested in me by the Constitution and the statutes, 
including section 332 of the Tariff Act of 1930 (46 Stat. 698), the Trade Agree- 
ments Act approved June 12, 1934, as amended (48 Stat. 943; 57 Stat. 125; 59 


Ee 
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Stat. 410; 63 Stat. 697; Public Law 50, 82d Cong.), and the Trade Agreements 
Extension Act of 1951 (Public Law 50, 82d Cong.); and in the interest of the 
foreign-affairs functions of the United States, in order to carry out international 
obligations of the United States, and in order that the interests of the various 
branches of American economy may be effectively promoted and safeguarded in 
pee administration of the trade agreements program, it is hereby ordered as 
ollows: 

1. So long as a trade agreement concession remains withdrawn, suspended, or 
modified, in whole or in part, pursuant to action taken under section 7 of the 
Trade Agreements Extension Act of 1951 or comparable provisions of any statute 
or Executive order, the Tariff Commission shall keep under review developments 
with regard to the product to which such concession relates, and shall make 
periodic reports to the President concerning such developments. The first such 
report shall in each case be made at such time, not more than two years after 
the original withdrawal, suspension, or modification of the trade agreement 
concession, as will best enable it to be based upon a full marketing year for the 
product involved, and any subsequent reports with respect to such product shall 
be made at intervals of one year. The Tariff Commission shall also make such 
a report in any case at such other time as it may consider appropriate or as may 
be requested by the President, and a report so made shall constitute compliance 
with any requirement of this paragraph for a periodic report within six months 
before or after the date of its submission. 

2. Whenever in the judgment of the Tariff Commission conditions of competi- 
tion with respect to the trade in the imported article and the like or directly 
competitive domestic product concerned have so changed as to warrant it, or 
upon request of the President, the Commission shall institute a formal investiga- 
tion to determine whether, and, if so, to what extent, the withdrawal, suspension, 
or modification of a trade agreement concession remains necessary in order to 
prevent or remedy serious injury or the threat thereof to the domestic industry 
concerned. As a part of any such investigation, the Commission shall hold a 
hearing at which interested parties shall be given reasonable opportunity to be 
present, to produce evidence, and to be heard. Upon completion of such an 
investigation the Commission shall report to the President its findings as to what 
extent, if any, the withdrawal, suspension, or modification involved remains 
necessary in order to prevent or remedy serious injury or the threat thereof to 
the domestic industry concerned. The Commission may prescribe such rules 
and regulations for the conduct of investigations under this paragraph as it shall 
deem appropriate. 


Harry 8. Truman. 
Tue Waite Hovse, October 14, 1952, 


(As published in the Federal Register, vol. 17, p. 9125, October 15, 1952 


Unirep States Tarirr CoMMISSION 
WASHINGTON 


Public information 
OcroBerR 15, 1952. 


PRocEDURE FOR REviEw or “‘Escarps Ciause’”’ Actions EstaBLISHED 


A ree. order published in today’s Federal Register (17 F. R. 9125) 
prescribes procedures for review of actions taken under the escape-clause pro- 
cedure. The order directs the Tariff Commission to keep under review develop- 
ments with regard to products on which the trade-agreement concessions have 
been modified or withdrawn under the “escape clause” procedure, and to make 
periodis reports to the President concerning such developments. The first such 

rt is to be made in each case not more than two years after the action became 
ective, and thereafter at intervals of one year so long as the concession remains 
modified or withdrawn in whole or in part. 

In addition to the periodic reports, the Commission is to institute a formal 
investigation in any case whenever, in the Commission’s judgment, changed 
conditions warrant it, or upon the request of the President, to determine whether, 
and if so to what extent, the “‘eseape clause” action needs to be continued in 
order to prevent or remedy serious injury or the threat thereof to the domestic 
industry concerned. Such investigations will include a public hearing, and 
upon completion of the investigation the Commission is to report its findings to 
the President. 
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Under the terms of the standard trade-agreement escape clauses and of section 
7 of the Trade Agreements Extension Act of 1951 which prescribes procedures for 
the administration of trade-agreement escape clauses, escape-clause actions are 
to be only “for the time necessary to prevent or remedy” the injury which had 
been determined to be caused or threatened the domestic industry concerned. 
The executive order implements this requirement by establishing a procedure 
for review of escape-clause actions to enable the President to take appropriate 
action when changed conditions warrant the restoration in whole or in part of 
the trade-agreement concession involved. 


OPERATION OF THE COMMITTEE FOR RECIPROCITY INFORMA 
TION 


Washington, D. C. 
MEMBERS OF COMMITTEE FOR ReEcipRocITy INFORMATION 


Edgar B. Brossard, chairman; Joseph E. Talbot, alternate; United States Tariff 
Commission 

Carl D. Corse, member; Leonard Weiss, alternate; Department of State. 

George H. Willis, member; Morris J. Fields, alternate; Treasury Department 

Prentice N. Dean, member; Norris G. Kenny, alternate; Department of Defense 

Harry Shooshan, member; John Bennett, alternate; Department of Interior 

Robert B. Schwenger, member; A. Richard DeFelice, Oscar Zaglits, and Louise 
E. Butt, alternates; Department of Agriculture 

Robert E. Simpson, member; Harold P. Macgowan, alternate; Department of 
Commerce 

Philip Arnow, member; Leonard R. Linsenmayer, alternate; Department of Labor 

Katharine Jacobson, member; Foreign Operations Administration 

Edward Yardley, executive secretary 


ORGANIZATION AND FUNCTIONS 


Section 1. Creation and Authority. The Committee for Reciprocity Informa- 
tion as now constituted exists by virtue of Executive Order 10082, issued October 
5, 1949,! and Executive Order 10170, issued October 12, 1950. The provisions 
of Executive Order 10082 relating to the Committee for Reciprocity Information 
were issued pursuant to the provisions of section 4 of the Trade Agreements Act 
approved June 12, 1934 (48 Stat. 945; 19 U. 8. C. (1946) 1354), as amended. 

Section 2. Functions of Committee. Section 4 of the above-mentioned Act 
approved June 12, 1934 provides in part that before a trade agreement is con- 
cluded with any foreign government reasonable public notice shall be given in 
order that interested persons shall have an opportunity to present their views to 
the President or to such agency as the President may designate. The Committee 
for Reciprocity Information is the agency created for the purpose of receiving 
such views. The function of the Committee is to accord reasonable opportunity 
to all interested persons to present their views on any proposed trade agreement 
or with respect to the operation and effect of trade agreements which are in force 
or to any aspect thereof. 

Section 3. Organization. The Committee consists of a Commissioner of the 
United States Tariff Commission, who is designated by the Chairman of the 
Commission, and of persons designated from their respective agencies by the 
Secretary of State, the Secretary of the Treasury, the Secretary of Defense, the 
Secretary of the Interior, the Secretary of Agriculture, the Secretary of Com- 
merce, the Secretary of Labor, and the Director of the Foreign Operations Admin- 
istration.2 The Commissioner from the Tariff Commission is the Chairman of 
the Committee. The Committee may invite the participation in its activities of 
other government agencies in any manner consistent with relevant legislation and 
Executive Order 10082. The Committee may from time to time designate such 
subcommittees, and prescribe such procedures and rules and regulations, as it 
may deem necessary for the conduct of its functions. 

Section 4. Office of Committee. The office of the Committee is in the Tariff 
Commission Building, Eighth and E Streets, N. W., Washington 25, D. C., and 
it is open on each business day, Monday through Friday, from 8:45 a. m. to 
5:15 p.m. (The office is not open on Saturday.) 


! The Committee was originally created by Executive Order 6750 of June 27, 1934. Executive Order 
10004 of October 5, 1948, revoked this earlier order and reestablished the Committee. Executive Order 
10082 in turn superseded Executive Order 10004. 

2 Under Executive Order 10082, members of the Interdepartmental Committee on Trade Agreements or 
their alternates are the members of the Committee for Reciprocity Information. 
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REVISION OF RULES OF PROCEDURE 


The Rules of Procedure of the Committee for Reciprocity Information are 
revised as of August 16, 1954, and appear as set forth below. 


PART 701—-GENERAL 
Sec. 


701.1 Publication of Notices. 

701.2 Matters of Official Record Available to the Public. 
701.3 Matters of Official Record Not Available to the Public. 
701.4 Action Taken upon Information Received 

701.5 Suggestions for Presentation. 


Authority: Sections 701.1 to 701.5 issued under sec. 4, 48 Stat. 945, as amended, Pub. Law 464, 83d Cong., 
19 U. 8. C. 1354, E. O.’s 10082, 10170, 14 F. R. 6105, 15 F. R. 6901; 3 CFR, 1949 Supp., 1950 Supp. 


Sec. 701.1 Publication of Notices. Concurrently with the publication pursuant 
to sec. 4 of the Act approved June 12, 1934, as amended (48 Stat. 945, 19 U.S. C. 
(1946) 1354; Pub. Law 464, 83d Cong. ), of formal notice of intention to negotiate 
a trade agreement, the Committee for Reciprocity Information shall publish notice 
of the time during which views in writing may be presented, together with the 
period within which application may be made to present oral views and the date of 
the public hearings. Such notice shall be published in the FepERAL REGIsTER, 
and it shall also be issued to the press and published in the Department of State 
Bulletin, the Treasury Decisions, and the Foreign Commerce Weekly. 

Sec. 701.2 Matters of Official Record Available to the Public. The following in- 
formation may be inspected by persons concerned during regular office hours, on 
request to the Executive Secretary at the office of the Committee for Reciprocity 
Information, Tariff Commission Building, Washington 25, D. C.: 

(a) Written views filed with the Committee concerning proposed trade-agree- 
ment negotiations or the operation of a trade agreement already in effect, except 
information and business data submitted for official use only of Committee. 

(b) Transcripts of testimony taken and exhibits submitted at public hea;ings 
and informal conferences. 

(c) Notices'concerning public hearings and the filing of written views. 

Sec. 701.3 Matters of Official Record Not Available to the Public. The following 
information is not available for public inspection: 

(a) Information and business data submitted for official use only of Com- 
mittee. (Title 18, U. S. C., see. 1905 (62 Stat. 791) imposes criminal penalties 
upon an officer or employee of the United States or of any department or agency 
thereof who discloses “‘in any manner or to any extent not authorized by law any 
information coming to him in the course of his employment or official duties or by 
reason of any examination or investigation made by, or return, report or record 
made to or filed with, such department or agency or officer or employee thereof, 
which information concerns or relates to the trade secrets, processes, operations, 
style of work, or apparatus, or to the identity, confidential statistical data, amount 
or source of any income, profits, losses, or expenditures of any person, firm, part- 
nership, corporation, or ‘association. pret: 

(b) Information and business data submitted to the Committee for its offic ial 
use only shall be submitted on separate pages clearly marked ‘‘For official use only 
of Committee for Reciprocity Information.’’ The Committee may refuse to 
accept any particular information or data so marked which it determines is not 
entitled to exemption from inspection under sec. 701.2. 

Sec. 701.4 Action Taken upon Information Received. Information of any kind 
received by the Committee will be made available to all governmental agencies 
represented on the Committee for Reciprocity Information. 

Sec. 701.5 Suggestions for Presentation. Suggestions regarding the preparation 
and presentation of written views and oral testimony will be supplied to interested 
persons upon request to the Exectitive Secretary of the Committee. 


PART 702-—-WRITTEN PRESENTATION OF VIEWS 
Sec. 


702.1 Place and Time of Submission. 
702.2 Number of Copies. 
702.3 Form of Submission. 


aah Sections 702. 1 to 702.3 issued under sec. 4, 48 Stat. 945, as amended, Pub. Law 464, 83d Cong., 
19 U. 8. C. 1354; E. O.’s 10082, 10170, 14 F. R. 6105, 15 F. R. 6901; 3 CFR, 1949 Supp., 1950 Supp. 

Sec. 702.1 Place and Time of Submission. Views in writing shall be addressed 
to the Committee for Reciprocity Information, Tariff Commission Building, 
Washington 25, D. C. Such views can be assured of full consideration only if 
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received by the Committee before the close of the period announced for their 
submission to the Committee. 


Sec, 702.2 Number of Copies. Written views must be submitted in not less 
than fifteen copies. 

Sec. 702.3 Form of Submission. No special form is required in the presenta- 
tion of written views to the Committee. Written views shall be legibly typed, 
printed, or duplicated and at least one copy shall be under oath or affirmation. 


PART 703-——ORAL PRESENTATION OF VIEWS AT PUBLIC HEARINGS 
Sec. 


703.1 Request for Permission to Present Oral Testimony. 
703.2 Notice of Permission to Present Oral Testimony. 
703.3 Oath. 


Authority: Sections 703.1 to 703.3 issued under sec. 4, 48 Stat. 945, as amended, Pub. Law 464, 83d Cong., 
19 U. S. C. 1354; E. O.’s 10082, 10170, 14 F. R. 6105, 15 F. R. 6901; 3 CFR, 1949 Supp., 1950 Supp. 

Sec, 703.1 Request for Permission to Present Oral Testimony. Requests to 
present oral views to the Committee at public hearings shall be made prior to the 
expiration of the time announced for submitting such requests and will be granted 
only if written views have been submitted by on or behalf of the person making 
the request. Oral presentations should supplement information contained in 
written views. 

Sec. 703.2 Notice of Permission to Present Oral Testimony. After receipt and 
consideration of requests to present oral testimony, the Committee will notify 
the applicant whether or not the request is granted, and, if so, the time and 
place of the hearing. 

Sec. 703.3 Oath. All oral statements made to the Committee at public hear- 
ings shall be under oath or affirmation. 


PART 704—PRESENTATION OF VIEWS WITHOUT STATUTORY NOTICE 


704.1 Request for an Informa] Conference. 
704.2 Purposes of an Informal Conference. 
704.3 Written Views in Other Situations. 


Authority: Sections 704.1 to 704.3 issued under sec. 4, 48 Stat. 945, as amended, Pub. Law 464, 83d Cong.,. 
19 U.S. C. 1354; E. O.’s 10082, 10170, 14 F. R. 6105, 15 F. R. 6901; 3 CFR, 1949 Supp., 1950 Supp. 


Sec. 704.1 Request for an Informal Conference. Persons desiring to make oral 
presentations to the Committee other than at public hearings may request ar 
informal conference with the Committee. A request for an informal conference 
should be accompanied by a statement of the reasons for the request. Fifteen 
copies of such statement should be submitted to the Committee. 

Sec. 704.2 Purposes of an Informal Conference. An informal conference may 
be arranged for the purpose of enabling interested persons to present their views 
with respect to the operation and effect of a trade agreement which is in force or 
to any aspect thereof. Such a conference may also be arranged in order to enable 
interested persons to present information and views concerning some important 
development in reference to a proposed trade agreement that may have occurred 
after a public hearing. An informal conference will not be granted as a substi- 
tute for a public hearing. ‘ 

Sec. 704.3 Written Views in Other Situations. Written views with respect to 
the operation and effect of trade agreements which are in force or to any aspect 
thereof may be submitted to the Committee by interested persons at any time. 
To the extent considered appropriate by the Committee the provisions of Parts 
701 to 703 of this chapter shall be applied to the receipt of written and oral views 
by the Committee in cases not covered by sec. 701.1 of this chapter; except that 
secs. 701.2 to 701.4, inclusive, of this chapter shall apply in all cases. 


SUGGESTIONS REGARDING THE PREPARATION AND PRESENTATION OF 
WRITTEN BRIEFS AND ORAL TESTIMONY 


GENERAL SUGGESTIONS REGARDING TYPE OF INFORMATION TO BE SUPPLIED 


The Committee for Reciprocity Information is the agency designated by the 
President to receive the views of interested persons on any proposed or existing 
trade agreement or on any aspect thereof. The Committee has the responsibility 
for seeing that views and information thus received are made available, promptly 
and in convenient form, to the trade-agreement organization for consideration, 
along with other available information, in arriving at specific recommendations 
with reference to tariff or other trade barriers affecting either import or export 
items. 
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The Committee for Reciprocity Information believes it is desirable to indicate 
the types of information and data that are ordinarily most helpful to the inter- 
departmental trade-agreements organization in the performance of its functions. 
This applies to the presentation of oral views with regard to current trade-agree- 
ment negotiations, as well as to the presentation of problems that may arise in 
connection with existing trade agreements. 

Written briefs are submitted to the Committee in 15 copies (one of which is 
under oath) and in accordance with a few other simple rules which are stated in 
announcements. Written briefs submitted to the Committee, except material 
offered and accepted in confidence, are available for inspection by interested 
persons. Material offered in confidence should be prepared on separate sheets 
and clearly marked “For Official Use Only of Committee for Reciprocity Informa- 
tion.” All information submitted to the Committee by interested parties is trans- 
mitted to the interdepartmental trade-agreements organization. 

The Committee welcomes the full presentation of oral testimony but it is 
preferable that such testimony should expand or supplement rather than merely 
repeat data previously presented in writing, except as relevant to additional views 
presented. Also, the hearings provide an opportunity to cover developments 
which have taken place since a brief was submitted, or to present information 
not easily susceptible of explanation in writing. It is particularly desirable that 
detailed or voluminous statistical material be presented in writing rather than 
orally. 

The Committee desires to discourage the presentation of irrelevant information. 
The emphasis should be on presentation of factual information and views pertinent 
to the specific matters under consideration. All-inclusive requests and general 
protests are unlikely to prove helpful. 


DATA WITH RESPECT TO IMPORT ITEMS 


As regards possible concessions by the United States on import articles, it is 
suggested that in any representation in behalf of domestic industry, attention 
should be given to: 

1. The precise interest which the writer or witness has in the proposed negotia- 
tions; the organization or concern which he represents, its location, productive 
capacity, character, and quantity of output, and importance in the given industry. 

2. The character of the domestic industry concerned; uses of its products; 
general location of plants; the number and character of the employees, in terms 
of temporary or permanent character of jobs, the degree of specialization of skills, 
movement in and out of industry, dependence on local job resources; the quantity 
and value of the annual output; the position of the industry in the national 
business structure; and available information concerning costs in the domestic 
industry in comparison with costs in the principal competing foreign countries. 
In the latter connection, comparative data on labor costs should relate primarily 
to cost per unit of output (resulting from the combination of the productivity of 
labor and rates of wages). Information regarding wages alone, independent of 
productivity, is of only limited value. 

3. The extent and character of the competition to which the domestic industry 
has been or may be subjected by reasons of imports, indicating by description 
and by price brackets, if possible, the precise products in which competition has 
chiefly been encountered or is to be foreseen. If competition is localized, the 
markets in which competition is expected might also be indicated. Since there is a 
possibility that, to a limited extent, existing tariff items may be subclassified with 
a view to distinguishing those types or classes of the general commodity which 
differ as regards the extent of foreign competition; suggestions for possible sub- 
classification may also be made. These suggestions should, however, be for sub- 
classifications along natural lines recognized in the trade and should not involve 
excessively fine distinctions. 

4. Data on sources of past imports, and prospective changes in sources if the 
United States duties should be reduced. 

5. Data on consumption of the products involved, including trends of past 
consumption and factors likely to influence future consumption. 

6. The experience of the industry with export markets. 

7. Particularly useful are details of a kind not revealed by official statistics and 
known only within the trade, such as those relating to types and grades produced 
os imported, style trends, recent inventions, improvements in processes, and the 
ike. 

8. In those special cases where claim is made that the national security is 
involved in consideration of the tariff on any item, full substantiating data should 
be submitted. 
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9. If the interest of the domestic industry is in obtaining a reduction of the 
United States tariff on a product which it utilizes in its operations, it should sub- 
mit, in addition to such information referred to in the final paragraph of this 
section as may be pertinent to its particular situation, full information regarding 
the nature and extent of the impediment to its operations resulting from the 
existing tariff on the item under reference. 

Importers or others desiring a reduction in the United States duty on any com- 
modity should submit data relating to domestic industry and to imports similar 
to that suggested in the preceding paragraphs and should also furnish information 
often not readily available from published sources, regarding conditions and 
trends in the foreign industry as affecting imports into the United States. Where 
appropriate, information should be submitted with regard to competition between 
imports and the nearest comparable domestic product, including the extent to 
which they are actually interchangeable, taking into account grade and quality, 
consumer preferences for foreign or domestic specialties, seasonality in imports or 
domestic production, and other pertinent factors. The number and character of 
employees, whether skilled or unskilled, engaged in processing and distributing 
imports might also be indicated. 


DATA WITH RESPECT TO EXPORT ITEMS 


Representations concerning concessions to be requested of a foreign govern- 
ment should include information, as far as possible, on the following points: 

1. The precise interest which the writer or witness has in the proposed negotia- 
tions; the organization or concern which he represents, its location, capacity, 
character and quantity of output, production and sales for export, importance 
in the given industry, ete. 

2. The character of the domestic industry concerned; uses of its products; 
general location of its plants; the number and character of employees; the quantity 
and value of annual output; and the position of the industry in the national busi- 
ness structure. 

3. Description of commodities for which concessions are sought. 

4. Production of commodities itemized under paragraph 3 of this section and 
percent exported. (Give figures for the individual firm and the domestic industry 
as a whole.) 

5. Sales experience of the concern, and of the industry generally, in the foreign 
country with which a trade agreement is contemplated. 

6. Information regarding the development of competing industry in foreign 
market; whether development is part of foreign governmental plan, together with 
all available information regarding such plan. 

7. Full information concerning the trade barriers from which relief is requested, 
with suggestions as to specific changes desired, and with particular reference, 
where applicable, to the following: 

(a) Import duties and other charges (give, when possible, tariff classification, 
item numbers, nomenclature, and approximate ad valorem equivalent of specific 
duties, methods of valuation, basis of duty, kind of duty, fines, et cetera.) 

(6) Tariff preferences (indicate nature, extent, and effect of preference). 

(c) Quantitative restrictions (quotas). 

(d) Clearing, barter, or other agreements involving discrimination against the 
United States. 

(e) Import licensing requirements. 

(f) Exchange control restrictions. 

(g) Government monopolies or other forms of state trading. 

(h) Customs regulations (marking requirements, documentation, and other for- 
malities). 

8. Supporting data available to the trade, such as: 

(a) The competitive situation in the foreign market, both with respect to the 
competition with domestic production and with imports from sources other than 
the United States. 

(b) Peculiar marketing or other conditions such as those involved in cartel or- 
ganizations, government subsidy to domestic production, or other similar factors. 

9. In the case of countries with which our trade was interrupted by the war, it 
would in general be desirable to base requests for concessions on both prewar and 
postwar trading experience. 


The CHarrmMan. The next witness is the Honorable Ezra Taft 
Benson, Secretary of Agriculture. 
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STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF 
AGRICULTURE, ACCOMPANIED BY TRUE D. MORSE, UNDER 
SECRETARY; EARL L. BUTZ, ASSISTANT SECRETARY; WILLIAM 
LODWICK, DIRECTOR OF FOREIGN AGRICULTURAL SERVICE; 
DON PAARLBERG, ASSISTANT TO THE SECRETARY; AND 
EDWARD M. SHULMAN, ASSISTANT SOLICITOR 


The CHarrMan. The Chair is advised that Secretary Benson is 
accompanied by the following officials, who are present with him at 
the witness table: True D. Morse, Under Secretary; Earl L. Butz, 
Assistant Secretary; William Lodwick, Director of Foreign Agri- 
cultural Service; and Don Paarlberg, assistant to the Secretary. 

Is that correct? 

Secretary Benson. Yes. And Mr. Shulman is here; the Assistant 
Solicitor. 

The CuHarrman. And Mr. Shulman, Assistant Solicitor of the 
Department of Agriculture? 

Secretary Benson. That is right. 

The CHatrMAN. Mr. Secretary, you are at liberty to confer with 
your associates or refer any questions as to details to them that you 
may desire. 

Secretary Benson. Thank you, Mr. Chairman. 

The CuatrmMan. Mr. Secretary, the committee is glad to extend to 
you a most cordial welcome. We appreciate your appearance. You 
are now recognized for your statement. 

Mr. Reep. Mr. Chairman, I wish to concur in your remarks. 

Secretary Benson. Thank you very much. 

Mr. Chairman and members of the committee, I have a brief 
statement.’ If I may, I would like to read that first. 

The CHarrmMan. Without objection, you may complete your state- 
ment without interruption, Mr. Secretary. 

Secretary Benson. Thank you very much. 

I am pleased to have the opportunity to appear before this commit- 
tee in support of the extension of the authority of the President to 
enter into trade agreements for the period of 3 years from June 12, 
1955, until the close of June 30, 1958. 

General advantages of specialization and trade: The prosperity of 
the United States has been built largely upon specialization. We have 
progressed far from Colonial days, when each American family had to 
produce its own needs. Today practically every person is a specialist, 
producing only a few goods or services and buying all the other things 
he needs. 

The modern farmer is a specialist. He is, you might say, a manu- 
facturer. He combines his land, personal, family, and hired labor; 
capital; seed, fertilizer, et cetera; and produces products for the 
market. He uses increasing amounts of machinery and other capital 
and he concentrates his efforts on a few commodities which are suited 
to his particular farm. This has led to specialized areas: cotton and 
tobacco in the Southeast, corn and hogs in the Midwest, potatoes in 
Idaho, and Aroostook County, Maine, and so on. 

Clearly, this specialization would have been impossible without 
trade. We have been able to specialize because the producer could 
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find markets for his goods. Without our borders, we have fostered the 
development of trade between the 48 States. 

The United States is the largest single area in the world within which 
trade is relatively iuresencted. This policy has helped farmers as well 
as wage earners and businessmen. 

As a nation we have gained from trade with other nations. We have 
gained by importing some goods that could be produced more eco- 
nomically abroad. And we need foreign markets for many American 
goods, including the products of American farmers. 

Agriculture’s interest in exports: American agriculture has a vital 
interest in foreign trade and in policy affecting that trade. In recent 
years the production of 30 to 50 million acres of our cropland has going 
to foreign consumers. The prosperity of our agricultural economy is 
significantly affected by this important foreign market. 

At the present time approximately 10 percent of our agricultural 
income is derived from exports. On a value basis our farm exports 
totaled almost $2.4 billion during the months of January through 
October 1954. Thus we can conservatively estimate that these exports 
for the full calendar year 1954 will approximate $3 billion. 

While all producers of farm commodities gain from foreign market- 
ings, producers of some commodities depend more heavily on exports. 
United States exports in the most recent marketing year, 1953-54, 
accounted for 45 percent of our rice crop, 26 percent of the tobacco 
crop, 24 percent of the cotton crop, 21 percent of the soybean crop, 
almost 19 percent of the wheat crop, and 18 percent of the lard produc- 
tion. Other commodities for which a sizable share of production is 
exported are inedible tallow and greases, 45 percent; grain sorghums, 
14 percent; and dried prunes, 29 percent. 

Exporting these large shares of farm production helps to minimize 
the difficulties that result from burdensome surpluses and acreage cut- 
backs. It is with good reason that we are doing our utmost to hold 
and expand the foreign market for such commodities. 

Agriculture’s stake in industrial exports: To have a prosperous agri- 
culture in the United States we also must have industry prospering 
and expanding. This will assure us of more laborers being employed, 
for more house per week, which in turn will mean more take-home pay. 
These people will buy more food, thus exerting an upward pressure on 
demand for farm products. 

We in agriculture do want American industry to be prosperous, to 
expand and hence to employ more laborers at higher wages. In- 
creased exports of industrial products in recent years have strength- 
ened America’s industrial economy considerably. This has been 
beneficial to the American farmers because it has assured laborers in 
industry good wages. These earnings have been used to maintain 
high levels of consumption of such farm products as beef, dairy prod- 
ucts, fruits, and vegetables, as well as many others. 

The legislation which we are now discussing intends to provide for 
expanding foreign markets for both industrial and agricultural prod- 
ucts of the United. States. 

Consumer interest in foreign trade: United States foreign trade, 
like our domestic trade, permits a more economical use of our re- 
sources by promoting specialization of production. Taking the 
economy as a whole, we enjoy higher real wage levels and living stand- 
ards with foreign trade than would be possible if we relied solely on 
supplies and markets within our own borders. 
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The economic advantage of foreign trade is very clear when we buy 
abroad things which we do not produce in the United States. Ex- 
amples are coffee, bananas, cocoa, tea, and raw rubber. To provide 
substitutes for these imports within our own country would entail a 
most_uneconomical use of our resources. At the same time we would 
lose the advantage of obtaining these imports in exchange for the 
products which we produce with greater efficiency than most other 
countries. From this it can be seen that because of foreign trade our 
American consumers do enjoy a greater diversity of products, as well 
as a more bountiful supply of both farm and nonfarm products. 

Consumers should ia be interested in the tariff structure. High 
tariffs reduce the quantity of American exports. Because typical 
American agricultural and industrial exports are the products of some 
of the most efficient producers in the world, other countries are anxious 
to buy more from us. But their purchases in this country are limited 
by their dollar earnings. Increasing the effective demand for United 
States exports depends upon increasing the supply of dollars abroad. 

One important way of doing this is to increase our imports. Trade 
is a two-way proposition. The vast demand for American products 
abroad assures us that most dollars spent in foreign countries will 
come back here in one way or another in the form of increased orders 
for United States exports. Thus if we want to continue exporting 
sizable quantities of both farm and nonfarm products we must care- 
fully review our tariff rates to see that they do not tend to block the 
free flow of goods from the United States. 

Why continue the Trade Agreements Act? I have already stated 
several specific reasons why it would be advantageous to have this 
act continued. There are other pertinent factors which I wish to call 
briefly to your attention. 

The bill for the extension of the Trade Agreements Act has received 
serious study on the part of a bipartisan commission established by 
Congress. ‘The Commission sought the best available sources of in- 
formation. The result was a recommendation that the United States 
undertake gradual reduction of trade barriers in cooperation with 
friendly foreign countries. The bill reflects the thinking of all seg- 
ments of our economy inasmuch as the members of the Commission 
represent the various segments. ‘This bill is supported by major farm 
organizations. 

In the spring of 1954, a Presidential agricultural trade mission 
was appointed to inquire into the problems confronting the United 
States in the exporting of agricultural products and the problems 
facing foreign nations in exporting to us. One of the mission’s im- 
portant recommendations was to extend the Reciprocal Trade Agree- 
ments Act for not less than a 3-year period. The mission reported 
that this would facilitate agricultural exports by the removal of the 
uncertainty of the United States position with reference to promoting 
freer trade. 

I wish to stress my wholehearted agreement on this point: It is 
highly desirable to have more than the customary l-year extension 
of this act. Countries which are interested in promoting foreign trade 
can plan their programs with some assurance of continuing inter- 
national trade agreements. 

I also wish to stress the importance to agriculture of a healthy 
restoration of foreign trade and a gradual reduction in trade barriers. 
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The Trade Agreements Act is so designed as to reduce gradually 
the barriers to international trade among the nations of the free 
world. This bill provides for no more than a 5-percent reduction 
per year, over a 3-year period, in any tariffs which the President be- 
lieves should be reduced to serve the best interests of our country. 
Such gradual tariff reductions as may be made are not likely to result 
in abrupt changes in imports of foreign goods. These reductions will 
provide only a small added incentive to enter American markets on a 
somewhat more competitive basis than has previously been the case. 

This bill makes special provision to proceed with the current 
tariff negotiations with Japan under the present Trade Agreements 
Act. In recent years Japan has been one of the leading markets for 
American farm products. The value of these farm products exported 
to Japan has been averaging about $400 million annually. In order 
for Japan to continue to be a leading buyer of American farm products 
it is necessary for Japan to earn dollars. Thus it is desirable for 
us to enter into agreements with Japan which will be mutually 
advantageous. 

This act is a means of establishing stability in our international 
economic relations. Passage of this act will reassure the free nations 
of the world of our concern for their economic welfare, as well as pro- 
moting that of our own. 

This act recognizes the mutuality of interests between the United 
States and those friendly countries which will enter into agreements 
with us under the provisions of this act. 

The retention of foreign markets for our agricultural products 
depends in large measure on the continuation of multilateral and non- 
discriminatory world trade. The trade-agreements machinery may 
be utilized to insure such trade. United States leadership in seeking 
the establishment of multilateral world trade is more nearly successful 
today than at any time since the trade-agreements program was 
initiated. Under the constant urging of this program, other countries 
are now taking steps to relax their restrictions against imports of 
farm products from the United States. 

Currency convertibility is being actively discussed among the soft- 
currency countries. The advantages to be realized by the United 
States trade generally, and by American agriculture in particular, from 
such measures are very great. These advantages, however, may well 
be lost if the United States should abandon its present leadership in 
this movement for an expanded world trade. 

Concessions which the United States has obtained in past trade 
negotiations have been significant. It has been estimated that such 
concessions currently affect about $2 billion of our agricultural exports. 
These concessions have been and will continue to be dominant factors 
contributing to the expansion of foreign markets for American farm 
products. 

Section 22: We have noted that the broad language of subsection 
B on page 3 of H. R. 1 could be applied in such a way as to render less 
effective many of the provisions of section 22 of the Agricultural 
Adjustment Act of 1933, as amended. So long as the United States 
has a domestic farm price-support program which maintains domestic 
prices above the world level, it is essential that authority be retained 
to restrict imports into the United States under the domestic price- 
support program. 
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Summary: Trade-agreement legislation, and indeed the general 
foreign-trade program recommended by the President, are programs 
in the national interest, meriting strong nonpartisan support. 

The free nations of the world are economically interdependent. 
Each country needs many products from the other countries if we are 
all to achieve economic strength. 

Moderation in reducing our tariffs is the underlying philosophy of 
this act. Provisions of this act call for both gradual and selective 
tariff liberalization. The passage of this act would not result in 
sudden, arbitrary, or inequitably severe burdens on any segment of 
our American economy. 

For the foregoing reasons, it seems desirable to have congressional 
approval of H. R. 1, subject to the comments with respect to section 
22 outlined above. Such action will reassure the free nations of the 
world that we are sincere in our desire to promote a freer exchange of 
goods between the United States-and other nations. It certainly will 
assist us in agriculture to hold and expand the foreign markets for 
our farm products. 

The Cuarrman. Mr. Secretary, I desire to congratulate you on this 
splendid statement and to thank you for your appearance and the 
very useful and helpful information you have given the committee. 

Are there any questions? 

Mr. Dineety. Mr. Chairman. 

The Cuarrman. Mr. Dingell, of Michigan, will inquire. 

Mr. Dincett. Mr. Secretary, I am pleased to hear your statement. 
I agree with the chairman in his remarks, his complimentary remarks, 
to you. Ido want to say, however, that the portion that interests me 
in your statement is that there really is nothing new in it. You simply 
speak the truth. Like the truth, it is wholesome and incorruptible. 
I think that the sooner the world gets down to a basis of international 
trade on the freer basis, the better off we will all be. The dawn of the 
new era will have been realized. 

I notice what you say here with regard to the consumer and foreign 
trade, on page 3. You speak of our purchases of coffee, bananas, 
cocoa, tea, and rawrubber. You know, sitting on the rostrum here for 
all of these years, more than 20 now, I have heard all kinds of witnesses. 
I am told that a spokesman once advocated a tariff on bananas. 
When told that we did not produce bananas, and we could not grow 
them, he said he knew it but it was still considered a good idea to put 
a tariff on bananas because by lifting the price on bananas it would 
force the people to eat apples and that is something that we produce 
in this country. 

By the way, we produce them in Michigan, and we produce them in 
large quantities. 

That is about the outlook of some of the high-tariff advocates. 

They cannot, it seems to me, realize these things when we buy 
certain items from Germany, or Switzerland, or some of the other 
countries. The figures you have quoted as to our exports and the 
amount of land used by the farmers in the production of agricultural 
products which go into these countries amaze me. Although I knew 
them at one time, I have forgotten them. You come before us and 
you refresh our mind, and bring it to our attention anew in our deter- 
mination to support the Agreements Act. 
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Let me ask you this, and it may be about the only question for the 
moment: There has always been so much said about Congress sur- 
rendering to the Executive. I want you to know, of course, that I 
an just a poor boy who came up from the south side of the tracks. I 
am pretty puffed up about sitting on the right hand of my distinguished 
colleague here, the chairman of this great committee. I want to 
guard my rights and privileges as a Member of Congress against any 
incursions by the executive department, and the administration, too, 
for that matter. 

There has always been so much objection to extending this law for 
3 years. There is nothing in the law that you see that would prevent 
the Congress from recapturing its rightful position, its rightful place, 
in this constitutional setup of ours, is there? 

Secretary Benson. If I thought there was any real danger, I am 
sure I would not support such a provision. As I see it, the Congress 
is simply authorizing the executive branch to proceed with the nego- 
tiations, or with the implementation of the program, after the Congress 
sets up certain standards and certain limitations. 

Mr. Dincetu. Let me ask you just this question and then I will 
cease. From your standpoint, is it not better, is it not more effective, 
and can you not strike better bargains with foreign countries on the 
basis of 3 years than on an uncertain year-to-year basis? Is it not an 
advantage to you on the basis of 3 years rather than 1? 

Secretary Benson. Yes; I am inclined to feel, as our trade mission 
which was made up of agricultural leaders so reported when they 
returned, that it gives greater continuity and permits more wise 
planning on our part as well as on the part of our friends abroad. 

Mr. Dincetu. And the disposition, for example, of your surpluses, 
which is your headache, is one of them? 

Secretary Benson. That is one of them, yes. 

Mr. Drncetu. That might help. 

Thank you, Mr. Secretary. 

The CuarrMan. Mr. Reed of New York, will inquire, Mr. Secretary. 

Mr. Reep. Mr. Secretary, I am very glad to see you here because I 
represent quite a large farm area. It is my impression that most 
farm groups and their representatives advocate a general reduction 
in United States tariffs. Is that right? 

Secretary Benson. Yes. I think they advocate, generally speak- 
ing, greater freedom in the exchange of goods and services between 
countries. 

Mr. Reep. One question which concerns me here is this: Of course 
our farm products have the advantage of rather strict protection 
under our tariffs and related laws. It is my understanding that the 
pending bill will not disturb these existing protective measures; is 
that right? 

Secretary Benson. I did not get the last part of your question. 

Mr. Reep. The pending bill will not disturb the protection that 
agricultural products now have under the tariff laws. 

Secretary Benson. Well, I think it will not immediately. It does 
give the President the power to negotiate agreements with other- 
countries which may result in some adjustment in tariff rates, I 
assume. 

Mr. Resp. I would like to have you, because I think you can do it, 
Mr. Secretary, or your assistants, describe in detail, submitting the- 
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information for the record, if necessary, the means by which our farm 
products are protected by present law from foreign imports. 

Secretary Benson. Congressman Reed, the Congress in the passage 
of the Agricultural Adjustment Act, which was enacted back in 1935— 
and of course it has been amended several times—provided that under 
that law as it now stands, the Secretary of Agriculture advises the 
President whenever he has reason to believe that imports are render- 
ing, or are practically certain to render, ineffective any of the programs 
or operations undertaken by the Department of Agriculture under 
authorization from the Congress. If the President agrees there is 
reason for such belief, then he directs the Tariff Commission to under- 
take an investigation and to submit a report to him on the particular 
question. 

If the Tariff Commission finds, and the President agrees, that such 
@ situation exists, he is required to take action within certain specified 
limits to impose restrictions on imports. The President may not 
impose any quantitative limitations. That is, under this provision of 
section 22 he may not impose any quantitative limitations, as I under- 
stand it, which reduce imports to less than 50 percent of the total 
quantity which entered in a representative period, and may not impose 
fees in addition to existing duties in excess of 50 percent ad valorum. 
That is the section 22 that does give some protection under our present 
price support and other stabilization operations. 

Mr. Reep. You question this section 22. You say, ‘“‘we have 
noted the broad language of subsection B on page 3 of H. R. 1 could 
be applied in such a way as to render less effective many of the pro- 
visions of section 22 of the Agricultural Adjustment Act of 1933 as 
amended. So long as the United States has a domestic farm price 
support program which maintains domestic prices above the world 
level, it is essential that authority be retained to restrict imports into 
the United States under the domestic price support program.” 

Will you explain that a little more in detail? You have raised the 
question. 

Secretary Benson. Yes. The question I have is whether or not 
that section is so broad that it may tend to make ineffective this 
section 22 which we feel is quite necessary so long as we are operating 
our present price-support programs, particularly on the basic com- 
modities and on others as well. I raise the question because I think 
it is important that the section be restricted in such a way so that 
section 22 will be permitted to operate as the Congress intended when 
they passed that legislation. 

Mr. Reep. Were you consulted in regard to the bill, and this 
provision, when it was being drafted? 

Secretary Benson. This section 22 has been under discussion 
several times. I presume some of my people were consulted. I was 
not personally in on the discussions of this particular section, but I 
think it was probably the intention that section 22 should not be 
disrupted under this legislation. 

Mr. Reep. I was just wondering. Under those circumstances, it 
seems to me that it should have been brought to your attention 
personally. 

Secretary Benson. I think it was brought to the attention, prob- 
ably, of some of my staff. I would like, however, to have our attor- 
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neys to check it a little more closely than they have been able to do 
to date in the light of this section 22 which I have mentioned. 

Mr. Reep. I would appreciate it for my own information if you 
could have your solicitor spell that out a little more in detail as to 
exactly the danger of it. 

Secretary Benson. We will be happy to do that, if it is the wish of 
the committee. 

Mr. Reep. And also I would like to ask about it in detail. For in- 
stance, cotton has protection, I believe, although I am not too familiar 
with the tariff law in that respect. And I believe that tobacco seeds 
cannot be sold outside the country. Concerning any other protections 
that such agricultural products have, we certainly would not want 
to run any danger of those items being taken out from under the 
protection. 

Secretary Benson. I do not have a list now of the agricultural com- 
modities and the tariff lists that are carried, but we can supply that 
for the record, if you would so wish. 

Mr. Reep. I would appreciate it very much. 

Secretary Benson. Yes, sir. 

(The information referred to follows :) 


Import Duties ON AGRICULTURAL PrROopuUcTs, SHOowING Rates BEFORE AND 
ArreER TRADE AGREEMENT NEGOTIATIONS 


Chemicals, oils, and paints 


Par. | 


No Description Full rate Reduced rate 
9 | Casein or lactarene and mixtures of which | 5%¢ per Ib__..-_-.----| | ome per Ib. 
casein or lactarene is the component material 
| of chief value, n. s. p. f. 
Hf products of Cuba... .....:...-2.........-. ld a daw betnttbikus ise 2.2¢ per Ib. 
34 | Drugs, such as barks, beans, berries, buds, bul- | 10% ad val.!.......---- 5% ad val.! 


| bous roots, bulbs, dried fibers, dried insects, 
| exereseences, flowers, fruits, grains, herbs, 
| leaves, lichens, mosses, roots, seeds (aro- 
| matic, not garden seeds), seeds of morbid 
growth, stems, vegetables, weeds, and other 
drugs of animal or vegetable origin: all the 
foregoing which are natural and uncom- 
pounded drugs, not edible, and nspf, but 
| which are advanced in condition or value by 
chipping, crushing, grinding, shredding, or 
any other process or treatment whatever be- 
yond that essential to the proper packing of 
the drugs and the prevention of decay or de- 
terioration pending manufacture, and not 
containing alcohol. 
If products of Cuba which are of animal |_-...........-....-.--.- 4% ad val. 
origin (not including halibut-liver oil). 
| Provided, That the term “drug” wherever used 
in this act shall include only those substances 
having therapeutic or medicinal properties 
and chiefly used for medicinal purposes. 
35 | All the following which are natural and un- 
compounded, but which are advanced in con- 
dition or value by chipping, crushing, grind- 
ing, shredding, or any other process or treat- 
ment whatever beyond that essential to 
| proper packing and the prevention of decay 
or deterioration, pending manufacture, and 
| not containing alcohol: 
| Aconite, aloes, asafetida, cocculus indicus, | 10% ad val......-..--- | 5% ad val 
| ipecac, jalap, and manna; marshmallow | 
or althea root, leaves, and flowers; and | 


| 
| 








maté. | 
Barbasco or cube root, and derris, tube, or | 10% ad val__.....----- 244% ad val. 
tuba root (par. 1559). | 
Pyrethrum or insect flowers. __.......---.-- | 10% ad val.....-...... 2%% ad val. 
96. | Su i, nding ceceidskibJsédébeetmedene | 10¢ per Ib__........... 2}o¢ per Ib. 
Digitalis. .._.-. volsihns ssrvananip-asah'nniy Gop igendnekiomearain ae | 20% ad val. 


See footnotes at end cf table, p. 110. 
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Chemicals, oils, and paints—Continued 














re Description Full rate Reduced rate 
38 a. dyeing and tanning, not containing | 
Chestnut, chlorophyll, cutch, divi-divi, | 15% ad val_.____-. | 744% ad val. 
fustic, hemlock, logwood, mangrove, | 
h myrobalan, Persian berry, quebracho, | 
i safflower, -saffron, saffron cake, sumac, 
and wattle | 
3 etna RL I icneintins A I I  siiieerictosmrnsi | 
‘ I i cece iD, CL amet 15% ad val_........... 3%% ad val. 
| Other decoctions, extracts, and preparations | 15% ad val..__.__.__- 74% ad val. 
; of vegetable origin used for coloring, dyeing, | 
: staining, or tanning, and not containing | 
: alcohol, n. s. p. f. 
Combinations and mixtures of the foregoing, | 15% ad val___._-..-.-- 
not containing alcohol. 
39 | Flavoring extracts and natural and synthetic | 25% ad val_____- | 744% ad val. 
fruit essences, esters, flavors, and oils, not | 
containing alcohol and n. s. p. f. } 
eh a ich tenn ste eh .| 25% ad val_.........- 
a ella aS AE ey FS eS 30% ad val. .........-- | 15% ad val. 
Edible gelatin, valued per pound— 
i ae ea eee 5¢ ao and 12% ad 2 <4 Ib. and 10% ad 
val. val. 
40 or more but not over 80 cents ----| % - Ib. and 20% ad | 3h4¢ pa Ib. and 10% ad 
val. | val. 
Cube OP alias - 220. 20h . vesk. . i. eee | 7¢ oe Ib. and 20% ad | 5¢ per Ib. and 15% ad 
val. } val. 
Fish glue and glue size, n. s. p. f., valued per | 
pound— 
Wniler C0 cami as aa eto cdc cdnnens 2¢ oe Ib. and 25% ad | lo¢ a Ib. and 744% ad 
val. val, 
40 cents or more_......_...-. seat scsibaaiale cll | 8¢ = Ib. and 25% ad | 4¢ ~ Ib. and 124% ad 
val. | val. 
Gelatin n. s. p. f., valued per pound— | 
I 8 SE Ss OE Jn cn wccen 2\4¢ per Ib. and 20% | 14¢ per Ib. and 10% 
| ad val.* ad val. 
Ne ae B¢ Cy Ib. and 25% ad | 4¢ - Ib. and 124% ad 
| val. | val. 
Glue n. s. p. f., valued per pound— | 
Under 40 cents: | 
RS eS a ee mae af Jb. and 20% | 2¢ or lb. and 10% ad 
| adva 
Of vegetable origin...............-.--..-- 2¢ = Ib. and 25% ad | l¢ Per Ib. and 124% ad 
Sammtier sere... hess a isting. | 8¢ 7” Ib. and 25% ad | 4¢ a Ib. and 124% ad 
va val. 
WN Bab ges tk hs ickaecenes onbinet iene | 25% ad val.....- habia | 124% ad val. 
47 — of licorice, in pastes, rolls, or other 20%, Ea 124% ad val. 
lorms 
2B | COR iiss cn annctbh cet ae. deccaccece ) ae 34¢ per lb. 
Juice of lemons, limes, oranges, or other citrus | 5¢ per Ib___.......---- 1k4¢ per lb. 
fruits, unfit for beverage purposes. 
52 | Animal and fish fats, greases, and oils, n. s. 
Dogfish and other shark oils, and SEE 20% ad val.?_.........- 5% ad val.2 
liver and other shark-liver oils. | 
i peetef Oule.................<- heh eines ataiinnas | 4% ad val.2 
QU cists tock ctden se ik alidetelilacineaaniaiaietd | 20% ad val.2......_...- | 10% ad val.? 
IN GN Po a odie it sateen, 34dked-cdbennes in 5¢ per gal.?__.......... 144¢ per gal.? 
Wie eeiae Cis. sisi. i catiss domtdsndesceoass | 5¢ per gal.2__......... | 214¢ per gal? 
MOE GINS dati. sree sew kslas Jae <a Wass dbase OOP BBM aac~<cccs- <n) a OR Eee 
| Sod oil_____- . | 66 per gal.........-. 3¢ per gal. 
Spermaceti wax. alive Milas: biti | 344¢ per lb.*__. _._- | 246¢ per Ib. 
| Sperm oil: 
| CNS etch tli colleen Sab Bee anian | 5¢ per gal.*.........-..| 14¢ per gal. 
Refined or otherwise | processed ae desieh oa iii .| 14¢ per gal........._...| 34¢¢ per gal. 
OND ONES tan ic Sisdas ued domcassl came suemniay bs | 6¢ per gal.?___._......_| 3¢ per gal.? 
Wool grease: | | 
} Containing more than 2 percent of free | 1¢ per Ib.2__.........-.| 4é per lb 
fatty acids. 
Containing 2 percent or less of free fatty | 2¢ per lb.?.__...-..-- 1¢ per lb.? 
acids and not suitable for medicinal use. 
Suitable for medicinal use, including adeps | 3¢ per Ib.?___.._---- 2¢ per Ib.2 
lanae, hydrous or anhydrous. | 
SD 8 ON nn a cadets 3¢ per Ib_____-- a 144¢ per Ib. 
SIR ictgthissts icin ghtecaiactntnindeeaciaiad | 134@ per Ib.4____....- 
Linseed or flaxseed oil, and combinations and | 4}o¢ per Ib.4 
mixtures in chief value of such oil. 
Olive oil: | 
Weighing with the immediate container | 8 per Ib. on contents | 434¢ per Ib. on contents 
under 40 pounds. and container* and container 


N.s. p.f 


See footnotes at end of table, p. 110. 
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6}e¢ per Ib....-.-.--- 


| 3Mé per lb. 
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Chemicals, oils, and paints—Continued 














a , Description 
Be. Og Cl eee eer 
I 6 oo one octane : 
Other eyes or extracted “vegetable ‘oils 
n. s. p 
ee ae ae 
CORR UINEE OF ok cede cmncesseed<ee bl 
PIED. < ocsns.~oocccatawacenmedane 
8 ee ae ee ee ee 
NIN, looseness cneprcldiin Sib atin dnwmciheesie 
Soybean oi! valued per pound— 
Not over 736. cents............6.-62...5ulseh 
Over Tee COME... - 5.55 coon se Rt 

55 | Alizarin assistant, soaps made in whole or in 
part from castor oil, soluble greases, sulpho- 
nated castor oil, other sulphonated animal or 
vegetable oils, and Turkey red oil: 

All the foregoing, in whatever form, suit- 
able for use in the processes of dyeing, 
finishing, softening, or tanning, n. s. p. f. 
56 | Hardened or hydrogenated fats and oils__---.--- 
Other fats and oils, the composition and prop- 
erties of which have been changed by chlori- 
nating, nitrating, oxidizing, vulcanizing, or 

any other chemical process, and n. s. p. f. 

57 | Combinations and mixtures of animal, mineral, 
or vegetable oils or of any of them (except 
combinations and mixtures containing dis- 
tilled or essential oils), with or without other 
oan not containing alcohol, and 
n. 8. D 

68 | Oils, distilled or essential, _ compounded or 
mixed with or containing al cohol: 

CI .canectcnasunceitetleieiacdiewamemion 

SI. niin no Sinepcioeaebecomaaimalais 

CRU 3. Sa. 20.8 0 aE oe cece 

if product of Cube_...2.i2............- 

Re a ee Eo ee ee 

CID gia c cine inact estore taba eeeaee 

are i 

Peppermint 
Sandalwood 

ee I Oe EY bei adeeacuknae 

OP i bricks 0b A Sk MB. iscpesms 

PIG I fn Re 

84 | Burnt starch or British gum, dextrine substi- 
tutes, and chemically treated or soluble 
starch. 

Dextrine: 
con from potato flour or potato starch __- 
SUIT TE «1, kinrctiendhtieenatredihaAdtedtiaadamia daniel 
90 | Tur ain, gum and spirits of, and rosin... _ 
92 | Tonka eet eee 
Vanilla beans 
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| | 
Full rate | Reduced rate 
2¢ per Ib......-.......| 1¢ per Ib. 
= per gal.3_._ 534¢ per gal.? 
% ad val.3_._._..__.- 10% ad val.3 
* per = Pgibccs § suit | 1¢ per Ib.5 
per Dis ct sca s ian 
See ey 
3¢ per Ib.o_.._______--| 2¢ per Ib. 
34¢ per Ib_.._.-._._.- 
45% ad va)___...._...- 





35% ad val.?3 174% ad val.?8 


4¢ per Ib.23 
20% ad val. 3_..._.... 


a ad val., but not 
than the rate 


ik to the 
component material 
subject to the high- 
est rate of duty. 


| 





O95 66 wel.....-...-... 64% ad val. 
15% ad val.....-.....- 74% ad val. 
25% ad val.....-.....- 124% ad val. 
a ie cle ee 10% ad val. 
174% ad val. 
126% ad val. 
..| 64% ad val. 
10% ad val 
614% ad val. 
1¢ per Ib. 
34¢ per Ib i 
146¢ per Ib. , 
i 
6 908 Ti bike cwsceeen 1}4¢ per Ib. : 
SEBO TD. kecwnwseuques 14}6¢ per Ib. 
a/o oe webinka. cs 
Mp T. sis585 05. Ke 12%¢ per Ib. 
30¢ per Ib___- weis | 7248 per Ib. 





1 See p. 253 for import-tax status of some drugs. 

2 See p. 252 for import-tax status. 

3 See p. 253 for import-tax status. 

4 Linseed oil, and combinations and mixtures in chief 


value of such oil, are subject, in addition to the 


rate of duty stated abov e, to an import fee (duty) of 50 percent ad valorem, except that the import fee does 


not apply to articles imported by or for the account of any agency of the United States. 


The import fee 


was ee wy the President under the authority of sec. 22 of the Agricultural Adjustment Act of 1933, 


as amended (7 U. 8. C. 624). TD 53289. 
5 See p. 251 for processing-tax status. 


6 Peanut oil entered during the 12-month period beginning July 1 in any year, in excess of 80,000,000 pounds, 
will be subject, in addition to the rate of duty stated above, to an import fee (duty) of 25 percent ad valorem, 


except that the import fee does not apply to articles imported by or for the account of any agency 
The import fee was proclaimed by the President under the authority of sec. 22 of t 


United States. 


cultural Adjustment Act of 1933, 


as amended (7 U. 8. C. 624). 


of the 
e Agri- 
TD 53289. 
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SCHEDULE 4.— Wood and manufactures of 
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im Description Full rate Reduced rate 
a | | 
401 | Timber hewn, sided, or squared, otherwise than | $1 per 1,000 ft., board | 50¢ per 1,000 ft., board 
—— a of fir, hemlock, larch, pine, or measure. | measure. 
Round tine used for spars or in building | $1 per 1,000 ft., board | 50¢ per 1,000 ft., board 
wharves, of fir, hemlock, larch, pine, or measure. measure. 
spruce. 
Sawed lumber and timber n. s. p. f., of fir, hem- | $1 per 1,000 ft., board | 25¢ per 1,000 ft., board 
lock, larch, pine, or spruce. measure.! measure.! 
In estimating board measure for the purposes 
of this paragraph no deduction shall be made 
= account of planing, tonguing, and groov- 
g. 
403 | Brier root or brier wood, ivy or laurel root, and | 10% ad val._.......-- 5% ad val. 
similar wood, unmanufactured, or not further 
advanced than cut into blocks suitable for the 
articles into which they are intended to be 
converted. 
1 See pp. 255 and 256 for import-tax status. 
ScHEDULE 5.—Sugar, molasses, and manufactures of 
— caenicilaiailneaiantl —— iene = 
Par | pate oe . 
No. Description Full rate Reduced rats 
1501 Sugars, concrete and concentrated molasses, | 1.284375¢ per Ib.*- 0.4281 25¢ per Ib. 
melada, concentrated melada, sirups of cane | 
juice, and tank bottoms, testing by the polar- | 
iscope not over 75 sugar degrees, and all mix- | 
| tures containing sugar and water and testing | 
| by the polariscope over 50 but not over 75 | 
sugar degrees. 

And for each additional sugar degree shown | 0.028125¢ per lb. addi- | 0.009375¢ per Ib. uddi- 
| by the polariscopic test. | tional and fractions tional and fractions 
| of a degree in pro- of a degree in pro- 
} |  portion.* portion. 

If products of Cuba...-_....-...-- De sc emcees pola a in sill 
| 4 0.0075¢ per Ib. addi- 
tional for each sugar 
| degree over 75 and 
fractions of a degree 
in proportion 
1 502 | Molasses and sugar sirups, n. s. p. f.: 
| Containing soluble nonsugar solids (ex- 
cluding any foreign substance that may 
have been added or developed in the 
| product) equal to more than 6 percent of 
| the total soluble solids, and testing— 
| Not over 48 percent total sugars...._.. | 0.25¢ per gal___- | 0.125¢ per gal. 
| Over 48 percent total sugars...._._.....| 0.275¢ additional for | 0.13754 additional for 
each 1% of total each 1% of total 
| sugars and fractions sugars and fractions 
of 1% in proportion. | of 1% in proportion 
| If products of Cuba and testing— | 
| Not over 48 percent total sugars a | 0.09¢ per gal. 
Over 48 percent total sugars___. | | 0.099¢ additional for 
each 1% of total 
| | | Sugars and fractions 
of 1% in proportion. 
Other, testing: 
Not over 48 percent total sugars_.- 0. 25¢ per gal__- --| 0.135¢ per gal. 
Over 48 percent total sugars_-_.-- | 0.275¢ additional for | 0.151¢ additional for 
each 1% o: total each 1¢ of total 
| sugars and fractions | sugars and fractions 
of 1% in proportion. | of 1% in proportion. 
If products of Cuba and testing— 

Not over 48 percent total sugars | 0.1¢ per gal. 

Over 48 percent total sugars____ O.11¢ additional for 
each 1% of total 
sugars and fraction 

} | of1% in proportion 
| Molasses not imported to be commercially used | 0.03¢ per Ib. of total | 0.015¢ per Ib. of total 
for the extraction of sugar or for human con- | __ sugars. sugars. 
sumption. | | 
Ee eee er GC oo ee. a | 0.012¢ per Ib. of total 
sugars. 
503 | Dextrose testing not over 99.7 percent and dex- | 2¢ per Ib 
trose sirup. 
| INR SSO Sig sis nance | 4¢ per Ib.*______ 114¢ per Ib. 
pe eeatn | 6¢ per Ib.*_______- 2¢ per Ib. 


1See p. 257 for import-tax status. 
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ScHEDULE 5.—Sugar, molasses, and manufactures of —Continued 
! 


Par. 


No. Description 





504 | Sugarcane in its natural state___...._......._.. 
Sugar contained in dried sugarcane, or in sugar- 

| cane in any other than its natural state. 
} 
| 

505 | Adonite, arabinose, dextrose testing over 99.7 
} percent, d-tagatose, d-talose, duleite, galac- 

| tose; inosite,-inulin, lactese, mannite, man- 
nose, "melezitose, melibiose, raffinose, rham- 
nose, ribose, sorbite, xylose, and other 
saccharides (not including levulose or salicin). 


Full rate 


75% of the rate appli- 
cable to manufac- 
tured sugar of like 

i test. 

© 





$2.50 per 2000 Ib... -... 


re 


Reduced rate 


Same rule applied to 
current rates. 


25% ad val. 














| Ree ere a cocacaee eed | 50% ad val............ 
SE IS dis in oc occa enndthscduhpebeeh oebegnl oad val_........... 17%% ad val. 
506 | Sugar candy and all confectionery n. s. p. f., 
valued per pound— 
RR cnc ceccadasnccccencpeouaed 0% ad val_....-...... 20% ad val 
INOS «oc nnankctescssekbonseesd ts OG Wine csiccne | 14% ad val 
iy nS SO > nn cr ee ad ee a 10% ad val. 
| Sugar, refined, when colored, tinctured, or in | 40% ad val., but not | 40% ad val., but not 
| any way adulterated. less than the rate | less than the current 
1 provided in para-| rate under paragraph 
graph 501 for sugar 501 for sugar of the 
of the same polar- | same test. 
iscopic test. 
Bigvednct of Cans nooks Sac enteenlo agen senenntevengarente | 32% ad val., but not 
| | less than the rate un- 
der paragraph 501 for 
| Cuban .sugar of the 
same test. 
ScHEDULE 6.—Tobacco and manufactures of 
a Description Full rate Reduced rate 
601 | Filler tobacco n. s. p. f.: 
Cigarette leaf: 
SE < datwcnacod atidandennd sens aaum 
DT. a cceticcocsinnskebacbani 15¢ per Ib. 
Other: 
NE stint onskhhnannnknewepipuiiadie 25¢ per Ib. 
If product of Cuba 20¢ per Ib. 
CHINE... dan socincsccensahambhenwe 1744¢ per lb. 
Be USNS OF CGI. on. ons spendin ss qctoenscce-ahdntne—a 14¢ per Ib. 
Leaf tobacco the product of 2 or more countries 
or dependencies, when mixed or packed 
together: 
I dit on eindsctecnetneeaigeemnn $2.92146 per Ib__.......- 
RII a. <n c nnn snrs qreinhiauetenl $2.27 per Ib...-.-.-.- 
Wrapper tobacco, and filler tobacco when | 
mixed or — with over 35 percent of 
wrapper tobacco: 
GE didewcertertiereciatehocshasccsees $2.9244 per Ib.....-.-..- $1.72 per Ib. 
Se eer cnepe eee $2.27 per Ib.......--- | $1 per Ib. 
Se Oe onion a ncrietboqmateeseneebetnghnanenst 91¢ per Ib. 
602 | The term “wrapper tobacco,’’ as used in this 


title, means that quality of leaf tobacco which 
has the requisite color, texture, and burn, and 
is of sufficient size for cigar wrappers, and the 
term ‘‘filler tobacco’ means other leaf 
tobacco. Collectors of customs shall 
entry to be made, under rules and re; 
prescribed by the Secretary of the 


ations 


| origin and quality. In the examination for 

classification of any imported leaf tobacco at 
least 1 bale, box, or package in every 10, and 
| 


at least 1 in every invoice shall be examined | 


by the appraiser or person authorized by law | 
to make such examination, and at least 10 
hands shall be examined in each examined 

bale, box, or package. 





rmit | 


reasury, | 
of any leaf tobacco when the invoices of the | 
same shall specify in detail the character of | 
such tobacco, whether filler or wrapper, its | 
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ScunpuLE 6.—Tobacco and manufactures of —Continued 





a —— NN 
























3 ~ Description Full rate Reduced rate 
i ES | — ———$——$—— 
: 608 | Serap tobacco —_— =. ----.-------------0------- | 35¢ per Ib__..........- | 1734¢ per Ib. 
Posetest of Cebe.-... 2.2.2 -....55i5c.<- Sth eked wtgbe cd ldieie = per Ib. 
i oa manufactured or unmanufactured, | S06 DOP TBs sv ccc ndicwes 174¢ per Ib. 
604 Snuff end snuff flour, manufactured of tobacco, | Bp 0 oa cecnddace 2744¢ per Ib. 
of all descriptions. 
Tobacco stems, cut, ground, or pulverized. .....| Oper Wiissc ec uiss 
ScHEDULE 7.—Agricultural products and provisions 
a of Description Full rate Reduced rate 
No. | 
a ont nite < = 
| Beef and veal, fresh, chilled, or frozen....._...- ero, ... 20: 3¢ per Ib. 
| Cattle, weighing each— 
Under 200 ceca ste e seat seen aae 214¢ per Ib___._- ...| 14 per Ib. for not over 
200,000 head entered 
} inthe 12-month per- 
iod beginning April 
| in any year. 
200 or more but under 700 pounds._.__.....| 2}9¢ per Ib....--.-.--- 
700 pounds or more: 
Cows imported specially for dairy pur- | 3¢ per Ib_____--- -| 14¢ per Ib. 
Ses. 
other Rasta dakoS choca ieee wwssinne 3¢ per Ib__.... ..-----| 14¢ per Ib. for not over 
400,000 head entered 
in the 12-month per- 
iod beginning April 1 
in any year, of which 
not over 120,000 shall 
i be entered in any 
quarter beginning 
April 1, July 1, Octo- 
| ber 1, or January 1; 
| | an 
| 2)4¢ per Ib. for such 
| “other” cattle en- 
tered in excess of any 
| of the foregoing, limi- 
| tations. 
Dried blood albumen: 
Ne a els 
| Light ee: | 12¢ per Ib.----- ro 
Oleo oil and oleo stearin............----.------. PRS ook coon Lé¢ per Ib.! 
irae Rind ie Ada de vedic és vie die | 14¢ per Ib.?__- Lé¢ per Ib.2 
702 Goat meat and mutton, fresh, chilled, or frozen_ Eo ae 2}4¢ per Ib. 
Cath d tisiinn sigs navincesnens-ukeden | $3 per head_--.. eee 
Lamb, fresh, chilled, or frozen__...._......---- PE Pic eesns= 5+ .| 34 per Ib. 
Lambs and sheep Resco dsm | $3 per head__- .| 75¢ per head. 
703 | Bacon, hams, ouiiats, and other pork, pre- 
pared or preserved: | | 
Made into sausages of any kind: 
Fresh pork sausage---............-..-- og Sa 
Ecsta incednirceneclbentinibnedanenseahighenes 2.6¢ per Ib. 
TE ee a) eee 154¢ per Ib. 
Not boned, cooked, or packed in airtight | 344¢ per Ib___._.--...-- 2¢ per Ib. 
containers, and not made into sausages. 
I cil te dit Reaiintitiiad aetna nettle beet x venathasbeidacaannenite 
If products of Cuba and other than pre |-.----- noceasinbeceh ee 
i pared or preserved bacon, hams, or 
shoulders. 
A ais 5 sce tied aeedtrih shgienshetn aigntiaiinmenanintt a 
Lard compounds and lard substitutes ----| 5¢ per Ib.!._.. oa 
Pork, fresh, chilled, or frozen _. ..----| 24¢ per Ib... ...-.....| 14¢ per Ib. 
be a 1¢ per Ib. 
704 | Game oot birds), fresh, chilled, or frozen, | | © a 3¢ per Ib. 
|} 28. p 
Reindeer meat, fresh, chilled, or frosen, 2. 8. p. £.| 6¢ per Ib. ._....-......| 3% per Ib. 
Venison, fresh, chilled, or frozen, iG Ee Geeo<es TR ooo cceacencs 114¢ per Ib. 
705 | Extract of meat, including RE Santas. .-.--| 15¢ per Set a 7\o¢ per Ib. 
706 | Meats, fresh, chilled, or frozen, n. s. p. f.: 
Edible animal brains, hearts, ki ney s, liv- 
ers, sweetbreads, tongues, and tripe, 
valued per pound— 
ON Ns ont cant cccseccccsnss DR ep cnwntg neon 114¢ per Ib. 
Over 20 but not over 30 cents. _........| 6¢ per Ib__..--.------. 744% ad val. 
Ig deni cade eonnnadcuonnene 2% ad val.....--..... 716% ad val. 





! See p. 253 for import-tax status. 
2 See p. 252 for import-tax status. 
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ScHEDULE 7.—Agricultural products and provisions—Continued 





i 
. Description Full rate | Reduced rate 
706 | Meats, fresh, chilled, or frozen, n. s. p. f.—Con. 
Other, valued per pound— 
Oe aS ay 00s ske end...-. 3¢ per Ib. 
Crvev BO namts.......6.0sdi decc ddd. sce 20% ad val............ 10% ad val. 
Meats, prepared or preserved, n. s. p. f.: 
Beef in airtight containers and cured or 
pickled beef or veal, valued per pound— 
Iwas Over 80 CMs. 25.225... -5---e:: yt ee-.-=3 22222 3¢ per Ib.? 
Over 15 but not over 30 cents. -..-.----- NE ee iniccsim ithe 20% ad val.* 
Over SP emia. 255.5 isis edad 20% d 
Other, valued per pound— 
Pees O00 Op ONES. 5 255555-525 SSS 3¢ per Ib. 
INDI: a5 0:0sintrgscimevittipunrnice ateibieaheaetdiane 20% ad val 10% ad val 
FOU TE Bites ticb Wl denanssebosetons 14¢ per gal. 


CO i 
Provided, That fresh or sour cream contain- 
ing over 45 percent of butterfat shall be 
dutiable as butter. 
Skimmed milk, fresh or sour_.............._._.. 
Provided, That skimmed milk containing 
over 1 percent of butterfat shall be duti- 
able as whole milk. 
Whole milk, fresh or sour._.........-......--.- 
Provided, That fresh or sour milk containing 
over 5% percent butterfat shall be duti- 
able as cream. 
Milk, condensed or evaporated: 
In air-tight containers: 
SIMI. <1. x scmrcashearn ss conunpeniebamten aaetee 
TO OUINNG.. occncietipenashcehimiabes 
ee 
(b) | Dried buttermilk and dried skimmed milk 4. _- 
Provided, That dried buttermilk containin 
over 6 percent of butterfat, and drie 
skimmed milk containing over 3 percent 
of butterfat, shall be dutiable as dried 
whole milk. 
Ee in cinacsicceesnaambeebbnenasinh 
TE I, i acieeninnmennonenin 
Provided, That dried whole milk containing 
over 35 percent of butterfat shall be duti- 
able as dried cream. 
(c) | Compounds or mixtures of, or substitutes for, 
cream or milk, and malted milk.‘ 
709 | Butter: 4 
When entered during the period from Nov. 
1, in any year, to the following Mar. 31, 
inclusive. 
When entered during the periof from Apr. 
1 to July 15, inclusive, in any year. 
When entered during the period from July 
16 to Oct. 31, inclusive, in any year. 
When entered at any time when a reduced 
rate of 7 cents per pound does not apply. 
yp” ge Ee 
Oleomargarine and other butter substitutes___- 


1 $ee p. 253 for import-tax status. 


708 (a) 








ewe. ..-... 22s 
RR inc ance 
2.53¢ per Ib... _- a. 
eS 


1244¢ per Ib.._._.___. 


6Yis¢ per Ib....-__--__| 3. 


35% OI Wace tsie tier 


URE Dlsieencsnconed 


|; inany 


15¢ per gal. for not over 
1,500,000 . entered 
in any dar year. 


14¢ per gal. 


2¢ per gal. for not over 
3,000,000 . entered 
ndar year. 


134¢ per Ib. 
1¢ per Ib. 

14¢ per Ib. 
14¢ per Ib. 





| 17344% ad val. 


| 7¢ per Ib, for not over 

| 50,000,000 Ib. 

7¢ per Ib. for not over 
5,000,000 Ib. 

7¢ per Ib. for not over 
5,000,000 Ib. 


3 Jerked beef for sale or distribution in Puerto Rico is temporarily free of duty. TD 50599. 
4 By a proclamation of the President (TD 53289) imports of the following articles entered during the 
12-month period beginning July 1 in any year are limited to the respective quantities shown. These articles 


are permitted to be entered only by or for the account of a person or 


firm to whom 


a license has been issued 


by or under the authority of the Secretary of Agriculture, and only in accordance with the terms of such 
license, except that such license requirements do not apply to articles imported by or for the account of any 
agency of the United States, nor to any articles in an importation if the aggregate value of such articles and 
any of the articles listed in footnote 5, p. 115 and footnote 10, p. 121, is not over $10 and they are imported 
as samples for taking orders or for the personal use of the importer. This proclamation was made under 
the authority of sec. 22 of the Agricultural Adjustment Act of 1933, as amended (7 U. 8. C. 624). 


Article 


GU ite hckihm + dcietisn ince Aiocease babes oihkakbesa aden deeheenediaeinstiarienantas anette 


Dried buttermilk 
Dried cream 

Dried skimmed milk 
Dried whole milk. 











+ a mee wee 


a 


Fa athe > 0 





Pash ath ome be 


> Ty te 
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ScHEDULE 7.—Agricultural products and provisions—Continued 


| 








rm. Description Full rate Reduced rate 
5710 | Blue-mold and Roquefort cheeses in original 
loaves; cheddar cheese not processed other- 
wise than by division into pieces; and Edam 
and Gcuda cheeses containing 40 percent or 
more of butterfat; all the foregoing, valued 
| per pound— 
Wet OUGT SP ONRIR. onan dincseneiiienns---.- 7¢ per Ib__...- 3¢ per Ib. 
Cr iti eine ot is ne.~- ~~. 35% ad val_....-. 15% ad val. 
Bryndza cheese in barrels, casks, or hogsheads, 
weighing with their contents over 200 pounds 
each; and cheese made from sheep’s milk, in 
original loaves, and suitable for grating; all 
the foregoing, valued per pound— 
Re Or PON in ins cit ene wien oe awh dpe RT in ak bis cncn 3%4¢ per Ib. 
EES EE eee ae 35% ad val............ % ad val. 
Goya and Sbrinz cheeses in original loaves, 
valued per pound— 
Not over 20 cents-_-._-_- sighted nite 7é per Ib..............| 5¢ per Ib. 
CT pln sal natidis msaghicnn « cotnared ota % ad val._..._......| 25% ad val. 
Other cheese, and substitutes for cheese, valued 
per pound— 
Pe ao 65.5 chin ne anss 2s ~ F6 GP TG tise enticcous 5¢ per Ib. 
If products of Cuba which are Edam |--................_.....| 4¢ per Ib. 
or Gouda cheese containing under 
40 percent of butterfat. 
Over 20 but not over 25 cents__.._.__. De Se Wee WE cian Gauneactaa 5¢ per Ib. 
If products of Cuba which are Edam |__.-..........___-____- 20% ad val. 
or Gouda cheese containing under 
40 pereent of butterfat. 
I i ia wikis pes 35% ad val..._.. -.-| 20% ad val. 
711 | Live baby chicks of poultry-...........--...... RI teeter seria op eee th 
Live birds n. s. p. f., valued each— 
iis o.nehieiee ananaamechecoece SO Gtk 25 on omednse< 25¢ each. 
NE init alana aes edge «ns ooo Se Ws. 2-nceecae 10% ad val. 
ie chickens, ducks, geese, guineas, and tur- | 8¢ per Ib__...._._._.._| 2¢ per Ib. 
eys. 
712 | Birds, dead, dressed or undressed, fresh, chilled, 
or frozen: 
Chickens, ducks, geese, and guineas......._| 10¢ per Ib.........._-.- 3¢ per Ib. 
cen cxnindbitenten anttuabpnenellinpdont i ccna 
Ne ccna o se ----| 10¢ per Ib.... .-| 24¢ per Ib. 
Birds, — or preserved in: any manner and 
n. Ss. 
Chickens, gel yy removal of the | 10¢ per Ib_.... --<---} 56 per Ib. 
feathers, all or part of the 
viscera, with or eat removal of the 
feet, but not cooked or divided into 
portions. 
etn ce cnnesaasteteeeh nesta eae 
713 | Eggs of poultry, in the shell: 
sn dedeomboceece 10¢ per doz_...........| 344¢ per doz. 
EE cis atenieenn scanned: Mn eal 
Egg albumen yolk, “and whole | eg 
Dried whet er or not sugar or - 78 ma- | 27¢ RII ate 
terial is added. 
Frozen or otherwise prepared or preserved, | 11¢ per Ib_...-.....-.- 


and n. 8. p. f., whether or not sugar or | 


other material is added. 


a proclamation of the President (TD 53289) imports of the following articles entered during the 12- 


nue period beginning July 1 in any year are limited to the respective quantities shown. These articles are 
permitted to be entered only by or for the account of a person or firm to whom a license has been issued by or 
under the authority of the Secretary of Agriculture, and only in accordance with the terms of such license, 
except that the license requirements do not apply to articles imported by or for the account of any agency 
of the United States, nor to any article in an importation if the aggregate value of such article and any of the 
articles listed in footnote 4, p. 114 and footnote 10, page 121, is not over $10 and they are imported as samples 
for taking orders or for the personal use of the importer. This proclamation was made under the authority 
of sec. 22 of the Agricultural Adjustment Act of 1933, as amended (7 U. 8. C. 624): 
Quantity 
(Pounds 
Article aggregate 


Blue-mold (except Stilton) cheese, and cheese and substitutes for cheese containing, or ¢“@”tty) 
processed from, blue-mold cheese. ._...-.....-.....--.--- 4, 167, 000 
Cheddar cheese, and cheese and substitutes for onnane containing, or pe Depoenene from, cheddar 
. 2, 780, 100 

4, 600, 200 


eese 
Edam and Gouda cheeses......_-_....----.---.__ 
Ttalian- type cheeses, made from cow’s milk, in original loaves (Romano made from cow’s 


milk, Reggiano, Parmesano, Provoloni, Provolette and Sbrinz).......-.......-. 9, 200, 100 
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Par. 
No. 





715 


716 


717 (a) 


721 (e) 


722 


723 
724 


725 | 


727 











Description 


Horses not imported for immediate slaughter, 
valued per head— 

I oak no ctncidhoonaciaa ae 

I i oa ce ace ne 

Mules not imported for immediate slaughter, 
ued per head— 


MII 59 re aacan pe aentaatiebicee Cece 


Pict namates-scendeecteheea 
Live a. vertebrate and invertebrate, 
n. Ss. p. f.: 
Asses, burros, and silver or black foxes____- 
Riss cca aisaramsnntreinienceaciatandiaennateee 


Te ee 3¢ 


Fish, Yrosh or frozen (whether or not packed in 
ice), whole, or beheaded or eviscerated or 
both, but not further advanced aoe that 
the fins may be removed), n. s. 

Cod, cusk, eels, haddock, atte, ‘pollock, 
shad, sturgeon, and fresh- water fish. 

Halibut eI ig 
Mackerel: 

SE dbitnmpicexans ce owaiertstcata ene 

cn. Ses poassais ieee ene 
Swordfish: 

TINS  « ncitina glint eileen eeaiieanae aie 


If products of Cuba (except rosefish and 
totoaba or white sea bass). 

Oysters, oyster juice, or either in combination 

with other substances, in airtight containers. 


Barley, hulled or unhulled__..................- 
Barley flour and patent barley_.........-.....- 
| Rant aia ee athlete ty cit alte eds 
TRE nu’ 0 tcidetnntcouen eukinnasitunianadamaeiiall 


Buckwheat flour and grits or groats...........-. lot 
25¢ per bu. of 56 Ib-_- -_- 


Corn or maize: 

Seed, certified by a responsible officer or 
agency of a foreign government in accord- 
ance with the rules and regulations of 
that government to have been grown 
and approved especially for use as seed, 
in containers marked with the foreign 
government’s official certified seed corn 
tags. 

Fei aiticdie bnictecicg ccieatdehecdoaiines 

Se UNOS OE CHI... ectcinictsenartinnnocs 

Corn flour, grits, meal, and similar products--__ 

BE PE Oe C.. oc neteenchaneetennsa 

Macaroni, noodles, vermicelli, and similar 
alimentary pastes: 


Containing eggs or egg products__.......... | 


iinet nd nected toca aes 


| Oats, hulled or unhulled_.........-...--..----. 


Oat grits, oatmeal, rolled oats, and similar oat 
products, valued per 100 pounds— 


OE DD iscieididsdngaceidigd diceeenned 


er $8 
Unhulled GOOG COR nnsisvinen tintinicdsiein 
Broken rice which will pass readily through 
a metal sieve pesieneees with round holes 
514/64th inch in diameter. 
Brown rice (hulls removed, all or in part)...... 
Milled rice (bran removed, all or in part)... 


EE DROGNGE OE CMs iid ssid wk chnncdeen ond ee een Sede 


Paddy or rough rice___- aan traci ea 
= bran, flour, meal, and d polish Fadatm nay panes 
Rye jin ms ne. ee 
CS oS ee 
Cracked or crushed wheat, semolina, wheat 
flour, and similar wheat products, n. s. p. f. 


SO ak eee ele eee 42¢ per bu. of 60 Ib. __- 
| Wheat unfit for human consumption...._.....- 


¢ By a proclamation of the President (TD 50404) imports for consumption of wheat and wheat flour fit 
for human consumption, with certain exceptions stated in TD’s 50609 and 50863, are limited to annual 
quotas of 800,000 bushels of wheat and 4,000,000 pounds of flour. The allocation of these quotas to f 
countries is set forth in TD 50404. The proclamation - <a} under the authority of sec. 22 of 


Agricultural Adjustment Act of 1933, as amended (7 U. 








Lé¢ per Ib. 
Léé per Ib. 


Lé¢ per lb. 
34¢ per Ib. 


1¢ per Ib. 
1/¢ per Ib. 


0.4¢ per Ib. 


EE ceeriette <5 ~ 0 an 


8 per Ib., including 


7\4¢ per bu. of 48 Ib. 
-| 30¢ per 100 Ib. 
i 1 b. 


container 
206 bet i of 48 Ib... 


12%¢ per bu. of 56 Ib 


25¢ bu. of 56 Ib. ___| 
sar! | 10¢ per bu. of 56 lb. 


| 40¢ per 100 Ib. 


1.8 e per Ib. 
oon be. of 32 Ib. 


rs 


uu. of 32 Ib____| 


= 


| 20¢ per 100 Ib. 
10% ad val. 


124¢ per 100 Ib. 
| Mog per Ib. 


seeee 
BEEER & 





| 4e¢ per Ib. 





Reduced rate 


$7.50 per head. 
8%% ad val. 


744% ad val, 
1¢ per Ib. 


2¢ per Ib. 


6¢ per bu. of 56 Ib. 
2244¢ per 100 Ib. 
2244¢ per 100 Ib. 
52¢ per 100 Ib. 


2i¢ per bu. of 60 Ib. 
5% ad val. 








Nal AARON tit ac ca aati yi iui 








Bist 





737 
(1) 





(2) 
(3) 


(4) 
738 


739 


‘Brew wae freien and t spro 
Hulls of barley, d malt sprout oats, or other 
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ScHEDULE 7.— Agricultural products and provisions—Continued 


Description | 


ani <ccininniistensnemite.s dae teas 
Bran, shorts, and byproduct feeds obtained in 
ag wheat or ot yen rl 


grains, ground or unground. 

Mixed feeds consisting of an admixture of 
grains or grain products with molasses, oil- 
cake, oileake meal, or other feedstuffs. 

Soybean and other vegetable oileake and | 
oilcake meal, n. s. p. f. 

Chaff, sealpings, scourings, and screenings of | 
wheat, flaxseed, or other grains or seeds, 
ground or unground. 

Provided, That when grains or seeds contain 
over 5 percent of any one foreign matter 
dutiable at a higher rate than that applicable 
to the grain or seed, the entire lot shall be 
dutiable at. 

Cereal breakfast foods and 
preparations, by whatever name known, 
processed further than milling, and n. s. p. f. 

Biscuits, cake, cakes, wafers, and similar baked 
articles, and puddings; all the foregoing by 
whatever name known, whether or not con- 
taining chocolate, fruits, nuts, or confection- 
ery of any Kind. 

Apples: 


similar cereal | 


Full 


10¢ per 100 


Such highe 


30% ad val 





See SEN... . thd wthcenh deh dbenet<ce<ace= 
Desiecated, dried, or evaporated _-________- 
Otherwise prepared or preserved and 
n.s.p.f 
Apricots: 
Green, ripe, or in brine___...-.--- 
Desiceated, dried, or evaporated _____._._-- 
Otherwise prepared or preserved, n.s. p. f_- 
Berries, edible: 
In their natural state or in brine: 
I io eels Sk En bo esosss< 


Lingon or partridge berries____.....--_-- 


Loganberries and raspberries, if en- 
tered during the period from July 1 
to Aug. 31, inclusive, in any year. 

Strawberries, if entered during the 


period from June 15 to Sept. 15, in- | 


clusive, in any year. 

Other (including loganberries, rasp- 
berries, and strawberries entered 
outside the respective seasonal-rate 
periods). 

Desiceated, dried, or evaporated: 

TOR... < ncnudlinditdondbhonneonsemee 
dn dn onmadlic Mita En ne cncnmate 

Othetwise*prepared or preserved, or frozen, 
and n. s. p. f.: 


In their natural state: 


| 25¢ per bu. 
2¢ per Ib_- 


2\e¢ per Ib- 


1¥%¢ per Ib 
1¥%¢ per lb 
1%¢ per lb 


| 


1\¢ per Ib 


| 14¢ per Ib 


| 2¥4¢ per Ib 
| 214¢ per Ib 


In airtight or watertight containers. __.| 2¢ per Ib_- 


Desiccated, dried, or evaporated __........- 
In brine or sulfured: 
Wits pits removed.................... 
hae ee 
Candied, crystallized, glace, maraschino, 
or Prepared or —_— ed in any manner. 
Cider-. si ses 
Vi 
Malt Rh inn tani 
Otter... 


shall be 4 percent by weight of acetic acid. 


514¢ pe 


| ad val. 
| 5¢ per gal. 





$5 per ton__- 
10% ad val.........-.. 


) 4 


10% ad val........... 


35% ad val........... 
Se Oe Wea no kanens. 


rate 


Ib.- 


| 0.3¢ a a... 
10% ad val. 


r rate...... | 


20% ad val-- 


of 50 Ib__-.| 


Qlo¢ wt MS: and 40% 7¢ per Ib. 


8¢ per proof - d 


| 


.-----| 8¢ per proof gal_. 
Provided, That the standard | proof for Vinegar | 


Citrons or citron peel, candied, arene, | | 06 pee Ib.<4..-.,------ 


glace, or otherwise prepared or ’preserved. 
Grapefruit and other fruit peel, n. s. p. f.: 
Crude, dried, or in brine 
Candied, crystallized, glace, or otherwise 
we d or preserved, 
If products of Cuba and grapefruit, or 
pomelo or shaddock, peel. 


ee 





Reduced rate 





| $1.90 per ton. 
| 234% ad val. 


$1.25 per ton. 
2}4¢ per 100 lb. 


| 244% ad val. 


244% ad val. 


Same rule applied to 
current rates. 


| 5% ad val. 


10% ad val. 


124¢ per bu. of 50 Ib. 
l¢ per Ib. 
14¢ per Ib. 


1\é per Ib. 


-| 8%% ad val. 


14% ad val. 


-| Le¢ per Ib. 


and 10% ad 
} val. 
3¢ per gal. 


2¢ per proof gal. 
4¢ per proof gal. 


4¢ per Ib. 


.| 6.4¢ per Ib. 
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ScHEDULE 7.—Agricultural products and provisions—Continued 


Par. 
No. Description 





739 | Lemon peel: 
Crude, Grind, or tn bring. 222 6 ee 
Candied, cry ‘stallized, glace, or otherwise 
prepared or preserved. 
Orange peel: 
Crude, dried, Oe Bt. cae cds. 
Candied, crystallized, glace, or otherwise 
prepared or preserved. 
FAD | FI Sida cs ces oc cccers cscceeenienseed 
Figs: 
Dried 


Prepared or preserved, n. s. p. f..-...--.--- 
741 | Dates: 
Dried or fresh: 
Packed in units of any description 
weighing (with the immediate con- 
tainer, if any) not over 10 pounds 


Other: 


With pits removed....._......_.__- 
Prepared or preserved, n. 8. p. f...--...---- 
742 | Currants, Zante or other_____.-...........--._- 
Grapes in bulk or in barrels, crates, or other 
es: 
GE itieersesasscpecs+snascaekoanicee 


Other than hothouse: 
If entered during the period from Feb. 
15 to June 30, inclusive, in any year. 


If entered at any other time__.___...._. 


Raisins: 
Made from seedless grapes: 


Made na other than seedless grapes. 
Other dried gra’ 
743 | Gra 


fruit, ifer entered during— 
he period from Aug. T to Sept. 30, inclu- 
sive, in any year. 
If products of Cuba 
The month of October in any year 
If products of Cuba.._...........-....-. 
The period from Nov. 1, in any year, to the 
vo July *, inclusive. 


ucts of © 
Limes in their natural state or in brine......__. 
If products of Cuba 
Oranges 


744 | Olives: 


Not green in color and not in air- 
tight conteinaye of glass, metal, 
= anes and metal. 


N.S. p. f: 

In brine, not green in color, and not in 
airtight containers of glass, metal, or 
glass and metal. 

745 | Peaches: 
Green, ripe, or in brine: 
If entered during the period from June 
1 to Nov. 30, inclusive, in any year. 
I iii iercasteksecumuatwatabece sts ieee 
Desiccated, dried, or evaporated 


Otherwise prepared or preserved, n. s. p. f.| 35% ad val 


FOB | GI oe sn kabe cuucsnnnsantoceen 
If products of Cuba 


Full rate 


2¢ per Ib... -.-...- 
ad val 


per cu. ft. of such 
ulk or the capacity 
of the package. 


per cu. ft. of such 
ulk or the capacity 
of the package. 
25¢ per cu. ft. of such 
bulk or the capacity 
of the package. 


30¢ per gal............- 


26 wee 120i 3s di dccs 


168 per Wii! jected 


7 Increased from 24 cents per pound, effective Aug. 30, 1952. TD 53082. 





Reduced rate 





1¢ per Ib. 


ine per | per ~ ft. of such 
ulk or the capacity 
of the p package. 


64¢ per cu. ft. of such 
a or the capacity 


oft \ 
124¢ cu. ft. of such 


b or the capacity 
the package. 


of 


if per lb. 


15¢ per gal. 
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Description 





747 | Pineapples: 
RN all ea hana an ally 


In crates 
If products of Cuba 


In packages other than crates 
If products of Cuba 
Candied, crystallized, or glace 
If products of Cuba__.-.-.........._._- 
Otherwise prepared or preserved, n. s. p. f- 
If products of Cuba.................-.- 
Plums, prunes, and prunelles: 
Green or ripe, not in brine: 
If entered during the period from Feb. 
1 to May 31, inclusive, in any year. 
NN sos, ce eee hile Shatols cnc ches 
Desieccated, dried, or evaporated 
ach aie aia A 
Otherwise prepared or preserved, n. s. p. f. 
Pears: 
Green, ripe, or in brine. ........-.....-.-.- 
Desiccated, dried, or evaporated 
Otherwise prepared or preserved, n. s. p. f_ 
Avocados or avocado pears..................... 
If products of Cuba..................-..... 
Fruit butters, jams, jellies, and marmalades: 
Cashew apple (Anacardium occidentale), 
currant and other berry, guava, mamey 
colorado (Calocarpum mammosum), man- 
go, papaya, pineapple, sapodilla (sapota 
achras), soursop (annona muricata), and 
Sweetsop (annona squamosa); al] the fore- 
going. 
Orange marmalade-......-.....-- 


748 


749 


750 
751 





If products of Cuba. 

Fruit pastes and fruit pulps: 

Guava and mango 
If products of Cuba 

Other 
If products of Cuba: 

Cashew apple (Anacardium occi- | 
dentale), mamey colorado (Calo- 
carpum mammosum), papaya, 
sapodilla (Sapota achras), sour- | 
sop (Annona muricata), and 
sweetsop (Annona squamosa). 

Other (except apricot) 

Fruits, candied, crystallized, or glac6, n. s. p. f.. 

Provided, That a mixture of two or more 
kinds of candied, crystallized, or glacé 
fruit shal] bear. 

Fruits, desiccated, dried, evaporated, in brine, 
pickled, or otherwise prepared or preserved, 
and n. s. p. f.: 

Bananas: 
Desiccated, dried, or evaporated 
ican nc neendelll tinh diicbbnacasewcn a 
If products of Cuba...-..-.- 
Cashew apples (Anacardium occidentale), 
mameyes colorados (Calocarpum mam- 
mosum), papayas, plantains, spodillas 
(Sapota achras), soursops (Annona muri- | 
cata), and sweetsops (Annona squamosa); 
all the foregoing. 
If products of Cuba 
Guavas: 
Desiecated, dried, 
brine, or pickled. 
If products of Cuba 


752 | Fruit pastesand fruit pulps: #8 |. 








evaporated, 


Full rate 


146¢ per Ib 
14¢ per Ib 


2¢ per Ib.______. 
14¢ per Ib 


35% ad val 
Vé¢ per Ib-_-- 
ie se 


35% ad val-_- 


35% ad val_. 
'% ad val_._.- ; 
35% ad val.........--- 


40% ad val 

The highest rate ap- 
plicable to any com- 
ponent. 





35% ad val-_--.- 
35% ad val 
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Reduced rate 


0.9¢ each. 
0.58¢ each. 
~ per crate of 2.45°cu. 
206 per crate of 2.45 eu. 


og per 2.45 cu, ft. 
20¢ per 2.45 cu, ft. 
17446% ad val. 
14% ad val. 
0.75¢ per Ib. 
0.55¢ per Ib. 


Mé per Ib. 


20% ad val. 
7\4¢ per lb. 
Free. 


10% ad val. 


16% ad val. 
174% ad val. 
20% ad val. 
14% ad val. 


14% ad val. 
10% ad val. 


| 1744% ad val. 


10% ad val. 


14% ad val. 

12446% adtval. 

The “highest current 
rate for any com- 
ponent. 


9% ad val. 
74% ad val. 

10% ad val. 

1714% ad val. 


10% ad val. 


174% ad val. 
| 10% ad val. 


| $34% ad val. 
| 14% ad val. 
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Description Full rate 
752 | Fiuits in their natural state, n. s. p. f.: | 
Fiuits other than melons_.._______-_____-- | 20% ad wal. -<..-.- >: 
If products ef Cuba: | 
Cashew apples (Anacardiwm occi- |___.............--.---- 
dentale), guavas, mameyes colo- 
rados (Calocarpum mammosum), | 
sapodillas (Sapota achras), sout- 
sops (Annona muricata), and 
sweetsops (Annona squamosa). 
SEL oc cwcaeawcadnamaudocunnesoiewbanesooah aan 
ST ni one. cogithy aauec> unis tp aghast te emeeniins eaaanaiaae 
Melons of non-Cuban origin: 
Cantaloups: 
If entered during the period from | 35% ad val_____.-._--- 
| Aug. 1 to Sept. 15, inclusive, in 
| any year. 
Other- aitrte- or etedamiiaemith eee 36% ad val.._.........| 
Wet... « --c-ntirnenentiel cadenan | 35% ad val_____-_- 
Other melons: 
If entered during the period from | 35% ad val_._._. 
| Dec. 1, in any year, to the follow- | 
ing May 31, inclusive. 
CR nin conn. tes % ad val_- 
Melons produced in Cuba: 
IONE, fo nie oe bs Ses ee 
Other_- Ser 
Mixtures of two or more fruits, prepared or pre- | 35% ad val__ 
served. | 
erent of Cubs... °°. ne ee 
753 | Crocus corms___......._- ROR Ra il 
pS a Be | $4 per 1,000.......____- 
BID ach deiainici ait: nttntekehibinainn Bitemaa tee $6 per 1,000___._______- 
Lily of the valley pips and narcissus bulbs. _._-| $6 per 1,000... __- 
I i i naninatt iae e | $6 per 1,000... ......... 
Other bulbs, clumps, corms, herbaceous peren- | 30% ad val___.......-. 
|  nials, roots, rootstocks, and tubers, imported 
for horticultural purposes. | 
Cut fiowers, fresh, dried, prepared, or preserved. | 40% ad val__.......--- 
754 | Cuttings and seedlings of brier, Manetti, multi- | $2 per 1,000_._._..____- 
fiora, rugosa, and other rose stock; all the 
| foregoing not over 3 years old. 
| Rose plants, budded, grafted, or grown on their | 4¢ each_____-___---_-_- 
own roots. : 
Cuttings, budded or grafted plants, and seed- 
| lings of other deciduous or evergreen orna- | 
mental shrubs, trees, or vines, and all nursery 
or greenhouse stock, n. s. p. f: 
EAE AT AGREED I cE Gon ea Ven... 
eee Pee Wee ee ay 
755 | Budded or grafted fruit trees, and cuttings and | 25% ad val 
ings or currants, gooseberries, grapes, or 
other fruit bushes, plants, or vines. 
| Pineapple slips produced in Cuba__.._-....|-..--------------------- 
| Cuttings: layers, ahd seedlings of apple, cherry, | $2 per 1,000-._________- 
| pear, plum, quince, and other fruit stocks. | 
708 | RIE BON sein bce jiees nines nn ncinncaeteeees | 1814¢ per Ib... __.----- 
Almonds: 
Blanched, roasted, or otherwise prepared | 18)4¢ per Ib.8___...-..- 
or preserved. 
IN osu ase a wap GREE, 3 Soi ei osc 
SU no oad dace Soe abe ean esa eee 16444 per Ib.3._._-._._- 
Almond substitute or mandalonas. - ---- -| 1844¢ per Ib. _......--- 
| Chestnuts (including marrons), candied, erys- | 25¢ per Ib_- 
| tallized, or glace, or prepared or preserved in | 
any manner. | 
757 | Cream or brazil nuts: | 
Not shelled _____..- dea ea Pen B.Sc eek 
Shelled (including blanched) __.-...--.----- 41o¢ per Ib____-- 
Filberts: 
Not shelled ___.._-- iiaehe ous acer ae, Sa 
Shelled (including bi: anched) *___ .| 10¢ per oe 


* Shelled almonds and blanched, roasted, or otherwise prepared or si almonds (not including 
almond paste) entered, or withdrawn from warehouse, for co 
ning Oct. 1, 1952, are subject, in addition to the rates of duty sta 
5 or 10 cents per pound, the lower fee being applicable until an aggregate quantity of 7 million pounds of 
such almonds have been so entered or withdrawn and the higher fee being applicable thereafter, but in 


neither case shall the fee exceed 50 percent ad valorem. TD 53122. The import fee 


President under the authority of sec. 22 of the Agricultural Adjustment Act of 1933, as amended (7 U. 
624). 


| 20° ad val. 4 


12! 3% ad a 


tion during the 12-month period begin- 
stated | above, to an import | fee (duty) of either 





Scumpu1. E7 i cheetetee produce and provisions—Continued 


Reduced rate 





174% ad val. 


% ad val. 


| Free. 


14% ad val. 


20% ad val. 


17! 6% ad val. 


Free. 
14% ad val. 
1744% ad val. 


| 14% ad val. 


ad val, 


7} 0 


124% ad val. 
50¢ per 1,000. 


| 2¢ each. 


Free. 


6}4¢ per Ib. 


38¢ per Ib. 
14¢ per Ib. 


8¢ per Ib. | 


was proclaimed by A 





TRADE AGREEMENTS EXTENSION 121 


ScHDULE 7.—Agricultural products and provisions—C ontinued 











| | 
| 
Ne. Description Full rate | Reduced rate 
om noe soa 
758 | Coconut meat, desiccated and shredded, or | 3'9¢ per lb | 134¢ per Ib. 
similarly prepared.* | 
CIS. So net os ee | Moe each Lé¢ each. 
If products of Cuba o-oo) | Free. 
700) TE 3 os 3 no alae sees sooak ae ¢ per Ib. 
If product i ...  ntedbenaewaeseon co | 5.6¢ per Ib. 
Peanuts: '¢ 
Blanched, prepared, preserved, salted, or | 7¢ per Ib__-_- 
shelled. 
Not_shelled - 414¢ per Ib- 
If products of Cuba_- a. 3.4¢ per Ib. 
760 ns: | 
Not shelled 5¢ per Ib. _- 
lectin tnt cdenamaien4 | 10¢ per Ib. ___- | 
Walnuts of all kinds: | 
B ed, prepared (including roasted and | 
walnut paste) or er 
See Dette. sce caumaatereen.aeehaiees ae guile aa oe 
Other__---- bi cnetetontman ods taeda monde | 7i¢¢ per Ib. if within 
° | quota." 
Not shelled -- seabed abit aeons ‘ 5¢ per Ib_.....-- 
i vee sane a naataenie naae | 15¢ per Ib_ 
761 | Cashew nuts, shelled (including blanched) or | 2¢ per Ib. | 144¢ per Ib, 
unshelled. 
Edible nuts, n. s. p. f: | 
Pignolia nuts: | 
lo ran ee ok a 2\¢ per Ib 14¢ per Ib 
Shelled (including blanched) -- | 5¢ per Ib_- 2)4¢ per Ib. 
Pistache nuts: 
wean sche hehe iets ...| 2¥4¢ per Ib-_- 5é¢ per Ib. 
va pone (including blanched) .........._| 5¢ per Ib___- | 1b4¢ per Ib. 
ther: | 
Not shelled - 2'o¢ per Ib 
Shelled (including blanched). 5¢ per Ib__- 
Edible nuts, pickled or otherwise prepared or | 35% ad val. 
preserved, n. s. p. f. | 
If products of Cuba__--_-_..-- ne eS 28% ad val. 
Kernel and nut paste n. s. p. f.......-..----- | 25% ad val. 
Provided, That no allowance shall be made | The highest rate ap- | The highest current 
for dirt or other impurities in nuts ofany | plicable to any com- rate for any compo- 
kind, shelled or unshelled, and that a ponent. nent. 
mixture of 2 or more kinds of nuts shall | 
bear. 
762 | Oil-bearing materials and seeds: 
Apricot and 7 EI dns. diet entcn mites | 3¢ per Ib_. | 2l6¢ per Ib. 
Castor beans_- ee ine | Le¢ per Ib___. \Y¢ per Ib. 
Cottonseed. _- . 4¢ per Ib_ 
Flaxseed ___ _- | 65¢ per bu. of 56 Ib.!2__| 50¢ per bu. of 56 Ib," 
Poppy seed_- sede | 32¢ per 100 Ib___- | &¢ per 100 Ib. 
tow ciis os asec eee gies ..----| 2¢ per Ib-. 
Sunflower seed_ comant Co 1é per Ib, 
763 | Grass seeds and other forage crop seeds: 
Alfalfa i cies « linen se eeiect ied ed aber ace & 8¢ per Ib... | 2¢ per Ib. 
Bent-grass (genus agrostis) wine deer the 40¢ per Ib | 15¢ per Ib. 
Bluegrass: 
ES « «nxn ~ ed ear-unde=bapnnr ond Oe ee toe | 14¢ per Ib, 
NE tee a enn eek a ee | 5¢ per Ib_- ' 2¢ per Ib. 


® By a proclamation of the President (TD 53278) shelled filberts (including blanched) entered during the 
12-month period beginning Oct. 1, 1952, and ending Sept. 30, 1953, both dates inclusive, are limited 
to 4,500,000 pounds. This proclamation was made under the authority of sec. 22 of the Agricultural Adjust- 
ment Act of 1933, as amended (7 U. S. C. 624). 

10 By a proclamation of the President (TD 53289) peanuts, whether shelled, not shelled, blanched, salted, 
prepared, or preserved (including roasted peanuts, but not including peanut butter) entered during each 
12-month period beginning July 1 in any year, are limited to an aggregate quantity of 1,709,000 pounds. 
Peanuts in the shell are charged against this quota on the basis of 75 pounds for each 100 pounds of peanuts 
in the shell. Peanuts are not chargeable to the quota if imported by or for the account of any agency of the 
United States, nor to any peanuts in an importation if the aggregate value of such peanuts and any of the 
articles listed in footnote 4, p. 114 and footnote 5, p. 115, is not over $10 and they fare imported as samples 
for taking orders or for the personal use of the importer. This proclamation was made under the authority 
of sec. 22 of the Agricultural Adjustment Act of 1933, as amended (7 U. 8. C. 624). 

1 The 744 cent reduced rate applies in any calendar year to ‘‘other’’ blanched, prepared, or preserved 
walnuts only until the aggregate quantity of such walnuts and shelled walnuts entered in that year reaches 
5 million pounds. 

12 Flaxseed (except flaxseed approved for planting pursuant to the Federal Seed Act) is subject, in addition 
to the rate of duty stated above, to an import fee (duty) of 50 percent ad valorem, except that this import fee 
does not apply to articles imported by or for the account of any agency of the United States. The import fee 
was proclaimed by the President under the authority of sec. 22 of the Agricultural Adjustment Act of 1933, 
as amended (7 U. 8. C. 624). TD 53289. 
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Par. 
No. 





763 | Grass seeds and other forage crop seeds—Con. 


764 


765 


| 


| 
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Description Full rate 





Clover: | 
Re een ee aed 2 Pit Bee oe 
I pce dees won ine eect aed _..| 2¢ per Ib ceewaees 
Ret... .. ; Sper ee. Aas 
Sweet__- | 4¢ per Ib____.__- 
White and ladino if - GRR Fee ee 
N.s. p. f£.. bao : Par a aos ole ee 

Millet _ _- dian Scnitn cae A eas " 

Orchard grass _- Cais hence ne Saal’ GaP a sia 

Rye grass_. a 2 eae... ....- ce 

Tall oat....._-. Siaaatae de ER ina ove cenicoul 

Timothy. _._-- ah neem arcccese 4] aa aeabe ot 

Vetch: | | 
Hairy vetch i Se ee 
Other vetch_ | 


: § 134¢ per Tb_.......-..- 
Other, n. s. p. f- 2¢ per Tb. ___ aad 
Provided, That no allowance shall be made for 
dirt or other impurities in seed of any kind. 
Other garden and field seeds: 


| contents of con- | 
tainer. 


Reduced rate 





SREaNay 


% 
i 


— oe 
se55 


RES3a9 
oF 


ome 


mu 


—— 


“aoe 
33 
=F 


ee 
3 
3 


=e 
, 
Ss 


1¢ per Ib. 
2¢ per Ib. 
7\4é per Th. 
144¢ per Ib. 


ag 
i533 
F5 


1h6¢ per Ib. 
2¢ rer Ih. 


--| 144¢ per Ib. 


| 2.8¢ per Ib. 
2.1¢ per Ib. 


-} 1.4¢ per Ib. 


| 234¢ per Ib. 


| 1.4¢ per Ib. 
3.1¢ per Ib. 


Beet (except sugar beet) - a .-...] 48 per Ib. ... 
Cabbage. PES: oe er a | 12¢ per Ib___. PaaS = 
Canary. io = 5 emer eo MEd eae aan 
Carrot- : Sewer fl, ee ‘ 
Cauliflower : ee eer! 
Celery ce ccw ee doc edb Lidge sheesh te oo ae 
Flower.. ; sae dinnkeoeeee See 
Kale__- ~ okie noksns aban avacca.aee 
Kohlrabi 6 eaten Pee) ll. IT 
a EI Ee RS oe ge ore 
Mushroom spawn. - -- ae ereedeaeniee “i ee oe... .--_.. i 
Onion... $e EE ot ot 15¢ per Ib____ aecdeel 
Parsley - Sie oem, SESE DUEL POOR 
tk eee POE ine ar socal 
Pepper -- Se ae OY =n ee eel 
Radish... yi sion da earthen wg ph ae 
Rutabaga_. nder-suinne iiaab deca ae | 5¢ per Ib_____. 
Spinach_. coun: wah teste aia cn ee 
en cal ee acs CI a 
Rc Se ah ee ee ae | 5¢ per Ib... 
N.s. p. f.: 
Sesbania BF Se we tn 6€ per Ib__. 
Other. 6¢ per Ib____. 
Provided, That the provisions for seeds in this 
schedule shall include such seeds whether | 
used for planting or other purposes. 
Beans n. s. p. f.: 
Green or unripe: 
Lima beans, if entered during— 
The period from June 1 to Oct. 31, | 344¢ per Ib___- 
inclusive, in any year. 
I ih ae een ; 
The month of November in any | 3)4¢ per Ib___________ 
year. 
igo | fk Se aigia 
The period from Dee. 1 in any | 334¢ per Ib__..______-- 
year to the following May 31, 
inclusive. 
5f popduste eB: C8 ik. cnccihas <wtss chan i<e 5st 288 
Other than lima beans---.----......--.--- TO 00 Ds kandi ssn. 
If products Of Came... ... -nonncponfenethetgs 854- shai 
Dried: 
If entered for consumption during the 
period from May 1 to Aug. 31, in- 
clusive, in any year: 
Met Mane os is sek ssswsccai lindas + 5 yee ee 
OUR Si. ciGict Sci nt idles SPE Tenis cd esin cs. 
If entered for consumption outside the | 3¢ per Ib....._....___- 
abeve-stated period, or if withdrawn 
from warehouse for consumption at 
any time. 
I prrodencts 06 Resin is cin sii inti nts de dh eans>eieecaes 
Re I a. iis ania cae btn acns chen oecbeaaaeliel RE Btn iments sone 
Prepared or preserved in any manner-_..-.. 3¢ per lb. on entire 
contents of con- 
r. 
If products of Cuba... .... 2.2 22-40 ---)ncane wenn ss -enceeeeees-- 
| Blackeye cowpeas: 
CON OF IIR ooo ono nidcnnnacccasuamtel | 3he BETES ncncnecuhos | 
ene GE Th WEROD..n.«. « cicicscncceaccnaannnnnnes PIR: score ecnicamair 
Prepared or preserved in any manner.....-| 3¢ per Ib. on entire | 
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7 : Description Full rate Reduced rate 
FOU eo tlesisii asic cccncacusctecicatenins 80¢ per 2,000 Ib___._... | 
I diiron c-csesdenrternk cnet toersinptnllgenneibein a 17% ad val. .......-... 5% ad val. 
767 | Lentils. and lupines. -..........-.-.-.-.--..--.- V8 Bit Th. a cncneosons | \4é¢ per Ib. 
768 | Mushrooms: 

tihic a aricacuaiinncinlinccaddummnnmsed 10¢ Bae Ib. and 45% | 5¢ p= Ib. and 25% 

val, ad va! 

TR ehatlites o2c.nccsnonsnegthamesnhddnaniane a eRe: Ib. and 45% 

Otherwise prepared or preserved........... 10¢ per Ib. on et 4¢ per Ib. on drained 
weight and 45% ad weight and 124% ad 
val, val. 

769 | Peas: 

Green or unripe: 

If entered during the period from aay’ tS ee | 1¢ per Ib. 
to Sept. 30, inclusive, in any year 
Sit ccancsarninengeantondudcassned 3.96 pet Ib.°.....- aa. 2¢ per Ib 

EE nis 10a ndanpntagbunien hatin sonnet 1%¢ per Ib _.....-.-..- 74¢ per Ib 

EAD shinccncehinnnmiaecn ee aendikeare orcas _. f. ) SSe 1¢ per Ib. 

Prepared or preserved in any manner. .-.-.- 2¢ per Ib. on entire | 1¢ per Jb. on entire 
Sew of con- contents of container. 

er. 


Chickpeas or garbanzos: 


CA OE GE... cs nna ener yintonsecses 2¢ is ddaweecinasl 
Oa Ag a eek Ser 134¢ per Ib. ____-.-.-.. 
DMA. .<.comnwcedndmeuhnanomamatewageta Se Oe Mle vc ancomsie 
Prepared or preserved in any manner-._--- 2¢ per Ib. on entire | 1¢ per Ib. on entire 
contents of con- contents of container. 
Garlic 1344 per Ib | %4¢ per Ib 
770 EO iitite nacancneccccctequinediphsecccecene Es Hcscccscony per Ib. 
Onions (except onion sets) - -...........-.--..-.. 246 per Ib-_-_.-.......-. it per Ib. 
CE Rikdnnnnccene-s<dequbapsihh=><7 hein 2\4¢ per Ib. _.---.. .---| 14¢ per Ib. 
771 | Potatoes, Irish or white: 75¢ per 100 Ib._.______- 3744¢ per 100 Ib. for 
Seed, certified by a responsible officer or 2,500,000 bu. of 60 Ib. 
agency of a foreign government in accord- each in each 12-month 
ance with official regulations and rules of period beginning on 
that government to have been grown and Sept. 15 in any year. 
approved especially for use as seed, in 
containers marked with the foreign gov- 
ernment’s official certified seed potato 
tags. 
Other than such certified seed --.-..-....-. 75¢ per 100 Ib___- .| 37%¢ per 100 Ib. for 
| 


& quota quantity to 
be determined an- 
nually.# 

If products of Cuba and entered during |.____..._.__......_..._.| 30€ per 100 Ib. 
the period from Dee. 1, in any year, 
to the last day of the following Feb- 
ruary, inclusive. | 

Potatoes, Irish or white, if dehydrated, desic- | 234¢ per Ib___-_____- 
cated, or dried. | 
PRI snnatinsickcas «side Riga ei onan cans 24¢ per Ib 
772 |/Tomatoes in their natural state, if entered dur- 


The period from Mar. 1 to July 14, inclu- | 3¢ per Ib__-- ..-| 2.1¢ per Ib. 

sive, or the period from Sept. 1 to Nov. | 
14, inclusive, in any year. | 
if products of Cuba...._............- i crane ee eae 1.8¢ per Ib. 


The period from July 15 to Aug. 31, inclu- 3¢ per Ib__............] 144¢ per Ib. 
sive, in any year. | 
The period from Nov. 15, in any year, to | 3¢ per Ib. __..-.-._--.-- | 134¢ per Ib. 
the last day of the following February, | 
inclusive. 
If products of Cabs... ................. l eatineaevens>= scent ty Rane 
Tomatoes, prepared or preserved in any man- 50% ad val.........-..| 25% ad val. 
ner. | 
IIE OE Nn ciceamennonenaseanneas see 
773 | Ruta and turnips.-___- Mth dno balan 25¢ per 100 Ib ...| 644¢ per 100 Ib. 
774 vee ees in their natural state: 
= tials ain estgint Sinai: odin a0 oie Ske RGAE 2¢ per Ib | %¢ per Ib. 
Caer and entered during the | 2¢ per lb_. | ¥4¢ per Ib. 


period from Apr. 15 to July 31, in- 
elusive, in any year. 
Se  etnttdagniawcweniggicnacas (ial > cen MOE Tce 03 a> as 1¢ per Ib. 


18The minimum annual tariff quota is 1 million b bushels (60 pounds each). If for any calendar year the 
production of Irish or white potatoes, including seed potatoes, in the United States, according to the esti- 
mate made as of Sept. 1 by the U. 8S. Department of Agriculture, is less than 350 million bushels (60 pounds 
each), the tariff quota for the 12-month period beginning on Sept. 15 of that year is increased above the 
1 million bushels by a ———— equal to the amount by which such estimated production is less than 
350 million bushels. Cuban potatoes, including those entered when the current quota is unfilled, are not 
to be charged against the quota. 
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ScHEDULE 7.—Agriculture products and provisions—Continued 


_ - | Description 


774 | Vegetables in their natural state—Continued 
Cucumbers, if entered during— 


the last day of the following Febru 
ary, inclusive. 
if products of Cuba____.____.-- 


Full rate 


The period from Dec. 1,.in any roar 6 to | 3¢ per Ib 


The period from Mar. 1 to June 30, in- | 3¢ per Ib : 
clusive, or the period from Sept. 1 to | 
Nov. 30, inclusive, in any year. 
If products of Cuba... tee ean 
The period from July 1 to ‘Aug. 31, in- | 3¢ per Ib 
clusive, in any year. 
Eggplant: | 
If entered during the period from Apr. | 144¢ per Ib.* 
1 to Nov. 30, inclusive, in any year. | 
If products de RASS as 
SN Ss oo coli ae ah en = 14¢ per Ib.* 
If products ae Ce kak eo ee nn aman = a te 
MRIRGIINNE os = ane sane cate ene teeta 3¢ per Ib 
Lettuce: 
If entered during the period from June | 2¢ per Ib_- 
1 to Oct. 31, inclusive, in any year. 
Other. i céccmspemstcaesd ee .| 2¢ per Ib 
PG saben cece sccnnegpanreetett oe | 216¢ per Ib.* 
If products of Cuba__-_----.-_.-- Aa eae -| 
Squash | 2¢ per Ib . 
If products Oe eee et cecal eee 
N.s. D. f.: 
Carrots ..| 50% ad val 
Cauliflower: 


If entered during the period from 
June 5 to Oct. 15, inclusive, in 
any year. 
Other 
Dasheens - 
If products of Cuba 
Okra : 
If product of Cuba and entered 
during the period from Dec. 1, 
in any year, to the following May 
31, inclusive. 
Radishes 
SI, <<. can tac ikl ied eh coeliac 
Provided, That in the assessment of duties on 
vegetables of any kind no segregation or allow- 
ance of any kind shall be made for foreign mat- 
ter or impurities therewith. | 
775 | Balls, hash, pastes, puddings, and all similar 
forms, composed of vegetables, or of vege- 
tables and fish or meat, or both, n. s. p. f.: 

Corned beef hash 

Other ee OT 
Bean cake, bean stick, miso, and similar 

products, n. s. p. f. 
Pimientos, packed in brine or oil, or prepared 
or preserved in any manner. 
If products of Cuba 
Sauces of all kinds, n. s. p. f 
Sauerkraut 
—— soup rolls, soup tablets or cubes, and 
other soup preparations, composed of vege- 
tables, or of vegetables and fish or meat, or 
both, n.s. p. f. 

Soybeans, prepared or preserved in any man- 
ner. 

If prodnets of Cube... ...~..~.....6.-6...2 
Vegetables (including horseradish), cut, sliced, 

or otherwise reduced in size, or packed in oil, 
or parched or roasted, or reduced to flour, or 
prepared or preserved in any other way 
(except pickled and except packed in brine | 
or salt), including onion powder." 

If products of Cuba_. 
Vegetables, pickled, or packed in brine or salt: | 

Onions: 

Packed in brine or pickled 
Packed in salt 
el a na ees i i aieere oi nes wae chee i 


% Effective July 29, 1953. TD 53252. 


50% ad v 


e- 


.| 50% ad val 
| 59% ad val - 


50% ad val 
50% ad val 


35% ad val 


| 35% ad valy_---- 


35% ad val a seas 


6¢ per Ib 


35% ad val 


50% ad val 


35% ad val 


35% ad val_____- 


Reduced rate 


2.2¢ per Ib. 


1¢ per Ib. 


2.4¢ per Ib. 
1%¢ per Ib. 


2¢ per lb. 
2¢ per Ib. 
6¢ per Ib. 
Le per lb. 


1¢ per Ib. 


1, 
1. 
0. 
1 


2.2¢ per Ib. 
1.1¢ per Ib. 
0.8¢ per Ib. 


124% ad val. 
1244% ad val. 


25% ad val. 
25% ad val. 
20% ad val. 
25% ad val. 
15% ad val. 


1246% ad val. 


25% ad val. 


20% ad val. 
25% ad val. 
4.8¢ per Ib. 
3.6¢ per Ib. 
whee ad val. 


% ad val. 
eee ad val. 


28% ad val. 


28% ad val. 


1244% ad val. 
1734% ad val. 








777 | 


(a) 
(b) 


(ce) 


778 


ad 


780 | 


781 
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ScHEDULE 7. —Agriculture products and Propisions—Continued 


Description 


Ground or otherwise prepared 


Chicory: 
Crude: 
Endive. 
Other _- 


Ground or as ise prepared __- ee 
Coffee adulterants, essences, and substitutes... 
If product of Cuba... : 


Dandelion roots: 
Crude-_.-- 


Chocolate and cocoa: 
Unsweetened. - _- 
} Sweetened: 


Ground or otherwise ‘prepared _ eee 


In bars or blocks weighing 10 pounds 
or more each. 
In any other form, whether or not pre- 
pared, valued per pound— 
EE ee 
Under 10 cents_- 


Cacao butter 


preserved. 


If product of Cuba.__---- 


| Broom corn 
ccc 


Other straw. 
Hop extract _. 


Ginger root, candied or otherwise prepared or 


y ; 
Rice fiber and rice straw_-_._......._--.-- 


Hops, valued per pound— 
Under 50 cents __-. 


Lupulin_ 


Cloves, ground. 


50 cents or more._.. 


Spices and : spice seeds: 
Cassia, cassia buds, and cassia vera, ground _ 
Cinnamon and cinnamon _— —— 


Clove stems, ground_- 
Curry and curry pow der 


| Ginger root, 
| ground. 
Mace: 


not candied or preserved, 


} Bombay or wild: 


| Ground_. 


Unground___-__- my ae 
Other, ground ___ 


Mustard, ground 


Mustard seeds, wh 


Nutmegs, ground 


Pepper: 


Black or white, ground _ -__ 


or prepared - 
ole___- 


Paprika, ground or unground- 


Capsicum or cayenne or red: 


Ground_. 


U nground - bireeadebh 
If product of Cuba_- 


Pimento (allspice), groumd____________-_. J 


Sage: 
Ground. 


Unground eer a 
Mixed spices, and spices and ‘spice ‘seeds 


3. Ba Biles 


including all herbs or herb 


leaves in glass or other small packages, for 


culinary use. 


Provided, That no allowance shall be made 
for dirt or other foreign matter in any of the 


foregoing; and 


Provided further, 7 
ground or unground pepper s 
hibited. aR” 


That the importation of 
lis is pro- 


782 | Teasels, not bleached, chemically treated, col- 
ored, dyed, or painted. 


57600—55—pt. 1-10 





Full rate Reduced rate 
144 per Ib. __._____.- 
4¢ per lb 
per Ib. - 34¢ per Ib. 
1% per tb 1¢ per Ib. 
4¢ per lb aid ie be 2}e¢ per Ib. 
2¢ per Ib. _...-.-- 
aisenloubee 2.4¢ per Ib. 
114¢ per Ib 
4¢ per Ib 
3¢ per lb \4e per Ib. 
4¢ per Ib 1¢ per Ib. 


40% ad val_ 


| 40° ad val. 
| 25% ad val. 


20% ad val. 


"$20 per 2,000 Ib_ 


| $5 per 2,000 Ib_. 


$10 per 2,000 Ib_ 


| $1.50 per 2,000 Ib 


$2.40 per Ib___- 


24¢ per Ib__. i 
24¢ per Ib_ _________- 
$1.50 per Ib_______- 


22¢ per.Ib_- 
18¢ per Ib_- 
8¢ per Ib 


| 10¢ per lb 


2¢ per Ib 


a 5¢ per Ib 


5¢ per Ib 
5¢ per Ib 


8¢ per Ib 
5¢ per Ib___- 


3¢ per ren elu asi ; 
3¢ per Ib_- 


1¢ per lb 
25% ad val_ 


26% ad val........ 


10°% ad val. 
20% ad val 
64% ad val. 


| 18% ad val. 
| $10 per 2,000 Ib. 


$1.25 per 2,000 Ib. 


50¢ per 2,000 Ib. 
$1.20-per Th. 


12¢ per Ib. 


75¢ per lb. 


3¢ per Ib. 
3¢ per Ib. 
3¢ per Ib. 


__| 3¢ per Ib. 
| 2¢ per Ib, 


2¢ per Ib, 


15¢ per Ib. 
4¢ per Ib. 


| 5¢ per Ib. 


7e¢ per Ib. 
3¢ per Ib. 


| 3¢ per Ib. 


6¢ per lb. 


4¢ per Ib. 
2¢ per Ib. 


126% ad val. 


124%% ad val. 
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ScuEDULE 7.—Agricultural products and provisions—Continued 


j i 





3 oi Description Full rate Reduced rate 





783(a)!5 | Cotton having a staple in length— 
1% or more but under 116 inches_-_-__-__-_- NE Ne wnt isichontidiie 34¢ per Ib. 
| 1146 inches or more - __- Uc cacticnceh OP PO POE 2 4 2) ALUN 134¢ per Ib. 
(b) | Under regulations prescribed by ‘the Secretary 
of the Treasury, the staple length of cotton 
shall be determined for all customs purposes | 
| by application of the Official Cotton Stand- 
| ards of the United States for length of staple, 
as established by the Secretary of Agriculture | 
and in effect when the determination is to be 
e. | 
| 


18 By proclamations of the President (T'D’s 49956, 50297, 50603, 50681, and 52311), imports for consumption 
of cotton having a staple length of 144 or more but under 1! Ye inches are limited to 45. ,656,420 pounds for each 
12-month period beginning Feb. 1 in any year. The proclamations were made under the authority of sec. 
22 of the Agricultural Adjustment Act of 1933, as amended (7 U. 8. ©. 624). 








ScHEDULE 8.—Spirits, wines, and other beverages 








oo Description Full rate Reduced rate 
803 | Champagne and all other sparkling wines_-_--- I aes $1.50 per gal. 
804 | Rice wine or sake___.-........-......---.------- $1.25 per gal._....-...- 

Still wines produced from grapes: 
Containing not over 14 percent of absolute 
<a by volume, in containers holding 
j each— 
Not over 1 gallon.....-...-..----.---.. $1.25 per gal___._.__...| 3744¢ per gal. 
peur 1 quben...... ...«.itk sas bids conccene $1.25 per gal._......... 6214¢ per gal. 
Containing over 14 percent of absolute al- | $1.25 per gal_____..__.- 6214¢ per gal. 
cohol by volume, in containers holding 
each not over 1 gallon, if entitled under 
regulations of the U. 8. Bureau of Inter- 
nal Revenue to a type designation which 
includes the name “‘Marsala”’ and if so 
designated on the approved label. 
ge, (ea ee $1.25 per gal__._......- 
If products of Cuba_- svngnetelpese oul thbbkencemssensal ee 
Vermuth, in containers holding ‘each— 
RS SIT Se ee $1.25 per gal_.......... 3144¢ per gal. 
eer bee... 02 dil 0G HS $1.25 per gal__...__._.. 6214¢ per gal. 
Other still wines, including ginger cordial or | $1.25 per gal_....._.__- 6214¢ per gal. 
ginger wine, and beverages similar to any of 
the a aaa specified in this paragraph, 
n.s. p.f. 
Provided, That any — specified in 
this paragraph, if imported containing . 
over 24 percent of alcohol, shall be duti- 
able as spirits. 
805 | Ale, beer, porter, and stout -_...._...........-- 506 per gal.*........... 12}4¢ per gal. 
Malt extract: 
Condensed or solid... ................-.-..-. 60% ad val............ 30% ad val. 
EE Bink ectinnskeaeesccuibndcctaaannictnaal $1 per gal. _........... 50¢ per gal. 
806 (a) | Cherry juice, prune juice, or prune wine, and 
all other fruit juices and fruit sirups, n.s. p.f., 
containing of aleohol— 
Under 0.5 percent: 
— (solanum quitoense lam) | 70¢ per gal._.........- 35¢ per gal. 
juice. 
Narantiile situp................ suil.aeis 70¢ per gal...........- 
Wisc ns s0ssesceciateecesunbalecniel 70¢ per gal._.......... 20¢ per gal 
0.5 percent or more: 
Citrus-fruit juices n. s. p. f-.....-- 5 iene - gal. and in 
addition $5 per proof 
gal. on the alcohol 
eg ‘ 
Other... pA Ae eel Ss . and in | 35¢ r gal. and in 
tion $5 per proof ad m $2.50 per 


gal. on the alcoho! proof gal. on the al- 
content. cohol content. 
Grape juice, grape sirup, and similar products 
of the grape, by whatever name known, con- 
taining or capable of producing of aleohol— 
CN SRO. 65 cata ncsccsacteosouiel ne per Sas ae 45¢ per gal. 
Over 1 percent... ._... . and in | 45¢ r gal. and in 


a alitien it per proct addition $2.50 per 
gal. on the alcohol proof gal. on the al- 
contained therein or cohol contained there- 
| that can be pro- in. or that can be 
| duced therefrom. | produced therefrom. 





Par. 
No. 





806 (b) 


807 


Par. 
No. 





1001 


Par. | 
No. | 
| 
101 (a) 


} 


| 





i 
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ScHEDULE 8.—Spirits, wines, and other beverages—Continued 





Description Full rate Reduced rate 


Concentrated citrus-fruit juice, fit for beverage 
purposes, and sirups containing any such 
juice; all the foregoing, whether in liquid, 
powdered, or solid form: 


LAO. oti acne conneses as 70¢ per gal. on the | 20¢ per gal. on the 
unconcentrated nat- unconcentrated nat- 
ural fruit juice con- ural fruit juice con- 
tent. tent. 


Naranijilla (solanum quitoense lam) sirap_._| 706 per gal. on the 
unconcentrated nat- 
ural fruit juice con- 


tent. } 

CO sik dasacichcirtionnsnrrotgintes LR 70¢ per gal. on the | 35¢ per gal. on the 
unconcentrated nat- unconcentrated nat- 
ural fruit juice con- ural fruit juice con- 
tent. tent. 


Berries and fruits of all kinds, prepared or | $5 per proof gal.on the | $2.50 per proof gal. on 
preserved in any manner, containing 0.5 alcohol content, in the alcohol content, 
percent or more of alcohol. addition to any in addition to any 


other duty. other duty. 
} 


ScHEDULE 10.—Flaz, hemp, jute, and manufactures of 

















Description Full rate i Reduced rate 
weadieaeOhs ow ARIE Biekir  eulbeitelid oie. + ee oe 2 
| j 
Crin vegetal, twisted or not twisted __....-_._- | 1¢ per Ib-__.---____-- | M4¢ per Ib. 
ax: 
Hackled, including “dressed line’. ........| 3¢ per Yb. __.._____-- | 1146¢ per Ib. 
PEL, cb kvcceccsscensaases . pla Go} 
PIE Coin danncsnsdeweseletsiscuen | \4¢ per lb. 
FE WE oils cn cekdsteccscdvbndcdcctokeggenen ..-| 75¢ per ton. 
Wea a Ss oe eees _..| 4¢ per Ib. 
Hemp and hemp tow 2 Lo¢ per Ib. 
ERG, BERING < rinitn > - en viccespecgnssoveencogee i¢ per Ib. 
ScuEeDuLE 11.—Wool and manufactures of 
Description Full rate | Reduced rate 
Alene. Arabian, Bagdad, Black Spanish, 
Chinese, Cordova, rus, Donskoi, East 
Indian, Ecuadorean, qyptian, Georgian, 
Haslock, Iceland, Kerry, Manchurian, Mon- 
golian, Oporto, Persian, Pyrenean, Sar- 
dinian, Scotch Blackface, Sistan, Smyrna, 
Sudan, Syrian, Thibetan, Turkestan, Val- 
paraiso, and Welsh Mountain wools; similar 
wools without merino or English blood; and 
other wools of whatever blood or origin not | 
finer than 40s; all the foregoing: 
In the grease or washed--.-...........-....- 24¢ per Ib. of clean | 13¢ per Ib. of clean 
| content, content. 
es 2 leis ice lctnasciene 22¢ per Ib. of clean | 1l¢ per Ib. of clean 
content. content. 
Es 5S ish sts ess rt ee ewabnd 27¢ per lb. of clean | 16¢ per Ib. of clean 
content, content. 
Sorted, or matchings, not scoured __--._-..- 25¢ per Ib. of clean | 14¢ per Ib. of clean 
content. content 
Hair of the camel: 
In the grease or washed______-.....-....-.. 24¢ per lb. of clean 
content. 
ey Gib MR See tends cei 22¢ per Ib. of clean | 
content. | 
GeemeR ini 20 a 648 lS ss cw in 27¢ per Ib. of clean | 
content. | 
Sorted, or matchings, not scoured __-_-_._---- | 25¢ per lb. of clean | 
| content. 
Provided, That a tolerance of not over 
10 percent of wools not finer than 44s may | 
be allowed in each bale or package of wools | 





imported as not finer than 40s. | 
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| 
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EXTENSION 





ScuHEDuLEe 11.—Wool and manufactures of —Continued 


Description 


1101(b) | Any of the foregoing may be entered or with- 


(ec) 
(1) 


drawn from warehouse without the pay- 
ment of duty by a dealer, manufacturer, or 
processor upon the filing of a bond to insure 
that any hair or wool entered or withdrawn 
thereunder shall be used only in the manu- 
facture of camel’s hair belting, felt or knit 
beots, floor coverings, heawy fulled Jumber- 
men’s socks, or press cloth. 


A dealer, man- | 


ufacturer, or processor may be relieved of | 


liability under his bond with respect to an 
hair or wool so entered or withdrawn whic 
is transferred in its imported or any other 
form to another dealer, manufacturer, or 
processor who has filed a bond to insure 
that the merchandise so transferred shall be 
used only in the manufacture of the above- 
enumerated articles. If any hair or wool so 
entered, withdrawn, or transferred under 
bond is used or transferred for use in its 
imported or any other form in any manner 
otherwise than in the manufacture of the 
articles enumerated above, duty shall be 
levied, collected, and paid on the mer- 
chandise so used or transferred in violation 
of the bond as follows: 
White soft wastes and white threads result- 
ing in the usual course of manufacture 
of such enumerated articles. 


Noils resulting in the usual course of man- 
ufacture of such enumerated articles. 

Other merchandise resulting in the usual 
course of manufacture of such enumer- 


ated articles which cannot be used (with | 


or without further preparation) in the 
usual course of manufacture of such 
enumerated articles, or which is de- 
stroyed or exported. 

Hair or wool other than a waste or by- 
product described in any of the three 
foregoing subdivisions. 





Full rate 


| 
1% of the regular duties | 
applicable to hair or | 
wool in like condi- 
tion. 


_ of the regular duties 


applicable to noils. 
Free. __- J 


The regular duties | 
applicable to hair | 
or wool in the con- | 
dition in which so | 
used or transferred. | 


Reduced rate 





% of the current duties 
applicable to hair or 
wool in like condi- 
tion. 

¥ of the current duties 
applicable to noils. 


The current duties 
applicable to hair 
or wool in. the con- 
dition in which so 
used or transferred. 


Such duties shall be paid by the dealer, manufacturer, or processor whose bond is charged with 


the hair or wool at the time of such use or transfer; but such duties shall not be levied or col- 
lected on any merchandise which is destroyed or exported. When any hair or wool which 
has been entered or withdrawn under bond as provided for in this subparagraph is used or 
transferred for use, in its imported or any other form, otherwise than in the manufacture of 
the above-enumerated articles and prior to such use or transfer there shall have been combined 
or mixed with such hair or wool any other merchandise, the whole of the combination or mix- 
ture shall be presumed to be composed of hair or wool entered or withdrawn under bond, as 
provided for in this subparagraph, unless the dealer, manufacturer, or processor liable for the 
payment of the duties shall establish the quantity of bonded hair or wool in such combination 
or mixture... Every dealer, manufacturer, or processor who has given a bond pursuant to the 
provisions of this subparagraph shall report any transfer or use of merchandise in violation of 
the terms of his bond, within 30 days after such transfer or use, to the collector of customs in 
whose district the bond is filed; and for failure to so report such dealer, manufacturer, or proc- 
essor shall be liable to a penalty equal to the value of the merchandise so transferred or used 
at the time and place of such transfer or use. Such penalty shall be in addition to the duties 
above provided for. The Secretary of the Treasury is authorized to prescribe such regulations 
and the amounts, conditions, and forms of such bonds as may be necessary to carry into effect 
the provisions of this subaragraph. 


For the purposes of this schedule: 


Hair and wools in the grease shall be considered such as are in their natural condition as shorn 
from the animal, and not cleaned otherwise than by burr-picking, shaking, or willowing; 
Washed hair and wools shall be considered such as have been washed, with water only, on 
the animal’s back or on the skin, and all hair and wool, not scoured, with a higher clean yield 
than 77 percent shall be considered as washed; 

Scoured hair and wools shall be considered such as have been otherwise cleaned (not including 
burr-pieking, carbonizing, shaking, or willowing); 

Sorted hair or wools, or matehings, shall be-hair.and wools (other than skirtings) wherein the 
identification of individual fleeces has been destroyed, except that skirted shall not 


be considered sorted hair or wools, or matchings, unless the backs have been removed; and 

The Official Standards of the United States for grades of wool as established by the Secretary 
of Agriculture on June 18, 1926, pursuant to law, shall be the standards for determining the 
grade of wools. 





TRADE AGREEMENTS EXTENSION 


_ Description Full rate 


1102(a) | Wools n. s. p. f., not finer than 44s: 


eee eras... ES ...| 206 per lb.' 
eee rene eae KG)” 
ONO ies ac ik. nike eink -e een | 32¢ per Ib 
Sorted, or matchings, not scoured ____..___- 30¢ per lb 


Provided, That a tolerance of not over 10 } 
percent of ‘wools not finer than 46s may be | 
allowed in each bale or package of wools im- | 
ported as not finer than 44s. 
{b) | Wools n. s. p. f.: | 


In the grease or washed. _.-se-------| 834 per lb 
On the skin...__..-.__-- licker ..| 32¢ per Ib 
CN tea tetre tic. 4s Sas ee .., 37¢ per Ib 
Sorted, or matchings, not scoured ___- _.| 35¢ per Ib 
Hair of the alpaca, llama, and vicuna: 
In the grease or washed ‘ :2 34¢ per Ib 
On the skin____- ---02+---| 326 Der lb 
CONE 5 5s 5s eh ee ---------| 306 Pet ID. 
Sorted, or matchings, not scoured___._....-| 35¢ per Ib- 


Hair of the Angora goat: 
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ScHEDULE 11.—Wool and mayrnie Contin 


Reduced rate 


-| 17¢ per Ib.! 
| 15¢ per Ib. 

20¢ per Ib. 
__| 18@ per Ib. 


25)¢¢ per Ib. 

24¢ per Ib. 
-| 27%¢ per Ib. 
| 264¢ per Ib. 


9¢ per Ib. 

8¢ per Ib. 
10}4¢ per Ib. 
91¢¢ per Ib. 


22¢ per Ib. 
20¢ per Ib. 


_.| 25¢ per Ib. 


23¢ per lb. 
18¢ per Ib. 


_.| 16¢ per lb. 


21¢ per Ib. 
19¢ per Ib. 


current rates. 


144¢ per Ib. 


ey 9¢ per Ib. 


314¢ per Ib. 
12¢ per Ib. 
9¢ per Ib. 


.-| 16¢ per Ib. 


In the grease or washed _- new cin wel GR mae 
| On the skin_-- re eo 32¢ per Ib 
Scoured _- me goles 37¢ per > 
r mate ings, not seoured____- 35¢ per Ib. 
Hair of ie Sash mere gos 
In the grease ema Be. thee oe _..., 34@per Ib__. 
On tie aee.........--.2<<- eae 32¢ per Ib__. a 
ee -.----} 3¢@ Der Ib. - - a 
Sorted, or matchings, not scoured.__._.__-- 35¢ per Ib 
| Hairn.s. p. f. of animals like the alpaca, Angora 
| goat, or Cashmere goat (including hair of the 
Angora rabbit): 
In the grease or washed _______- -..-..-+--} 34¢ per Ib. 
jl | ee ...-----| 32¢ per Ib. 
Gennes oso oes tkc ded eign) ...| 37¢ per lb. 
Sorted, or matchings, not scoured ______-_-_- 35¢ per Ib. 

1103 | If any bale or package contains hairs, wools, The highest rate ap- Same rule applied to 
| wool wastes, or wool waste material subject to plicable to any part. 
| different rates of duty, the entire contents of 
| such bale or package, except as specified in 

the provisos to pars. 1101(a) and 1102(a), shall 
| be subject to. 

1104 | The Secretary of the Treasury is hereby author- | 
| ized and directed to prescribe methods and 
| regulations for carrying out the provisions of 
| . this schedule 11 relating to the duties on hair 
and wool. He is further authorized and di- 

rected to procure from the Secretary of Agri- 

culture and deposit in such customhousesand | 

other places, in the United States’ or else- 
| where, sets of the Official Standards of the 
| United States for grades of wool. He is fur- | 
| ther authorized to display, in the custom- | 
| houses of the United States or elsewhere, | 
| numbered; but not otherwise identifiable, | 
| samples of imported hair and wool to which | 

are attached data as to clean content and | 
| other pertinent facts, for the information of 

ne | the trade and of customs officers. 
1 
(a) (b) Hair and wool wastes: 
| Burr or card wastes: | 
Carbonized_ cece deeesecde ok Mee IE Bene na 
MapeneG OT") ia 
| Flocks_- See sae dakines een <enaeh ane 8¢ perIb_.___. 
| a We | 26¢ per Ib_ 
| PI siditadetiadll natn ces tth aes wien tnesttesat sent etc 10¢ per Ib_ 
j Noils: 
a Ler me... 


} Io ns crt seeeEncinh nik aeciens | 23¢ per Ib 
Ring waste, roving waste, slubbing waste, | 37¢ per Ib.__.______- 
and top waste. 

Shoddy, and wool extract......_______ _...-| 24¢ per Ib 


Terese Of yarm wasee.....................- 25¢ per Ib___.___. aa 
| We. Sa anne acest a Rrameeiacad DE Ns cis om 
Wool wastes n. s. p. f ii ee eee | 24¢ per Ib. .____- 


1 As used throughout par 1102, the term “‘Ib.”” means pound of clean content. 


..| 12¢ per Ib. 


.-| 14¢ per Ib. 
10¢ per Ib. 
9¢ per Ib. 
9¢ per Ib. 
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ScHEDULE 11.—Wool and manufactures of —Continued 


oar Description Full rate Reduced rate 





1166 | Hair and wool of the kinds provided for in this | 37¢ per Ib. and 20% ad 
schedule 11, if carbonized or advanced in any val. 


| 
27%¢ per Ib. and 6%% 
manner beyond the scoured or washed condi- | 


ad val. 


tion, including tops, but not further ad- 
vanced than roving. 


Sundries 


No. Description Full rate | Reduced rate 


1507 | Bristles, bunched, prepare1, or sorted..........| 3¢ per Ib..------------ 

Bees CORO. .oi pci bennabiiee sak o to csoccccs4 sc. ....---| 2.4¢ per Ib. 

1518(a) | Downs end feathers, on the skin or otherwise: 

Colored, dressed, or otherwise advanced | 60% ad val___-______-- 20% ad val. 
or manufactured in any manner, including 
quilts of down and other manufactures of 
down. 

Crude or not colored, dressed, or otherwise 
advanced or manufactured in any 

Ostrich... ssenberbemeed niet a ladiaaeas eh GEL. .:. 2. 10% ad val. 
|S NER op BARES RE ee a... —-.- 
Grains, grasses, herbs, leaves, plants, shrubs, 
trees, or parts thereof, natural and n. s. p. f.: ‘ 
ice as Bere ee SO sae en 50% ad val............| 26% ad val. 
—a treated, colored, dyed, or 75% ad val....._......| 374% ad val. 
painted. 


| 
| 





| 
_. Description 








1518(b)'| Except as provided in a (c) and (d), the importation of the feathers or skin of any 
bird is hereby prohibited. Such prohibition shall apply to the feathers or skin of any bird— 
(1) whether raw or processed; 
(2) whether the whole plumage or skin or any part of either; 
(3) whether or not attached to a whole bird or any part thereof; and 
(4) whether or not forming part of another article. 

(c)! | Subparagraph (b) shall not apply— 

(1) in respect of any of the following birds (other than any such bird which, whether or not 
raised in captivity, is a wild bird): chickens (including hens and roosters), turkeys, 
—— — geese, ducks, pigeons, ostriches, rheas, English ring-necked pheasants, 
and pea fowl]; 

(2) to any importation for scientific or edueational parpones; 

| (3) to the importation of fully manufactured artificial used for fishing; 

(4) to the importation of birds which are classifiable under paragraph 1682; and 
(5) to the importation of live birds. 

(d)! | Notwithstanding subparagraph (b), there may be entered, or withdrawn from warehouse, for 

consumption in each calendar year the following quotas of skins bearing feathers: 

(1) For use in the manufacture of artificial flies used for fishing: (2) not more than 5,000 
skins of grey jungle fowl] (Gallus sonneratii), and (6) not more than 1,000 skins of man- 
darin duck (Dendronessa galericulata); and 

| (2) For use in the manufacture of artificial flies used for fishing, or for millinery purposes. 

more than 45,000 skins, in the aggregate, of the following species of pheasant: Lady 
Amherst pheasant (Chrysolophus amherstiae), golden pheasant (Chrysolophus pic- 
tus), silver pheasant (Lophura nycthemera), Reeves pheasant (Syrmaticus reevesii), 
blue-eared pheasant (Crossoptilon auritum), and brown-eared p nt (Crossoptilon 
mantchuricum). 

For the purposes of this subparagraph any part of a skin which has been severed shall be con- 

sidered to be a whole skin. 

(e)'! | No article specified in subparagraph (d) shall be entered, or withdrawn from warehouse, for con- 

sumption except under a permit issued by the Secretary of the Interior. The Secretary of the 

Interior shall prescribe such regulations as may be necessary to carry out the purposes and 

provisions of subparagraph (d) (including regulations providing for equitable allocation among 

qualified applicants of the import quotas established by such subparagraph). Whenever the 

Secretary of the Interior finds that the wild supply of any species mentioned in subparagraph 

(d) is threatened with serious reduction or with extinction, he shall prescribe regulations which 

provide (to such extent and for such ee as he deems necessary to meet such threat)— 

(1) in the case of grey jungle fowl or mandarin duck, for the reduction of the applicable 
| import quota; or 

| (2) in the case of any species ofpheasant, for the reduction of the import quota established 

for pheasants, for the establishment of a subquota for such species of pheasant, or for the 
elimination of such species from the import quota for pheasants, or any combination thereof. 

The authority granted to the Secretary of the Interior by the preceding sentence to reduce any 

import quota shall include authority to eliminate such quota. 





1 Subpars. (b), (c), (d), (e), and (f) added by the act of July 17, 1952—TD 53066. 
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Sundries—Continued 


=. Description 








(f!| Any a oo a kind the importation of which is prohibited or subjected to a a quota bs by subpara- 
oe = ), Cc) and (d) and which is in the United States shall be presumed for the purposes 
of se’ d forfeiture to have been imported in violation of law and shall be seized and for- 
faited un wader the customs laws unless such presumption is satisfactorily rebutted; except that 
such presumption shall not apply to articles in actual use for personal ‘adornment or for scien- 


\ ~~ or nvaniars eatton Any article so forfeited may (in the discretion of the Secretary 
such regulations as he may prescribe) (1) be placed with any agency 
of ofthe Felon Government or of any State government, or any society or museum, for exhibi- 

or seientific or educational purposes, or (2) be destroyed. 


i (g)? Nething in this Act shall be construed to repeal the provisions of the Act of March 4, 1913, chap- 
| ter 145 (Thirty-seventh Statutes at Large, page 847), or the Act of July 3, 1918 (Fortieth Stat- 
f utes at , Page 755), or any other law of the United States, now of force, intended for the 
| protection or ‘preservation of birds oe the United States. That if on investigation by the 
collector before seizure, or before trial for forfeiture, or if at such trial if such seizure has been 
made it shall be made to appear to the collector, or the prosecuting officer of the Government, 
as the case may be, that no illegal importation of such feathers has been made, but that the 
possession, acquisition or purchase of such feathers is or has been made in violation of the pro- 
visions of the Act of March 4, 1913, chapter 145 (Thirty-seventh Statutes at Large, page 847), 
or the Act of July 3, 1918 (Fortieth Statutes at Large, page 755), or any other law of the United 
States, now of force, intended for the protection or preservation of birds within the United 
States, it shall be the duty of the collector, or such prosecuting officer, as the case may be, to 
4 report "the facts to the a officials of the United tates, or State or Territory charged with 
| the duty of enforcing such laws. 

















Description Full rate Reduced rate 
1519(a) 4} Crosses, linings, mats, plates, and strips of 
dressed dog, goat, or kid skins: 
ile SUL us a souls 30% ad val..........-.| 
Not dyed | 
et sara 25% ad val__....-. ahd 
Gar Oe as i ik dics iis 25% ad val...........- | 12144% ad val. 
Dressed furs and dressed furskins (except silver | 
or black fox): | 
Beaver, caracul and Persian lamb, chin- 
chilla, ermine, fisher, fitch, fox, kolinsky, | 
leo ard, lynx, marten, mink, nutria, | 
— otter, pony, raccoon, sable, and 
welt 
Dyed cee ee 30% ad val_.........-- 10% ad val. 
Not dyed_-_- 25% ad val...........- | 744% ad val. 
Coney and rabb 
cid eins 30% ad val_......-.... | 15% ad val. 
Not dyed_-- 25% ad val._.........- 124% ad val. 
_— 
yed_..... SG wthscass sssc. 
Need ‘ed_- 25% ad val...........- | 
Goat and kid: 
026.10. eh. eal acid dk ee 30% ad val... ....._..- 
SOON 2 ete ch ise, etieslod 25% ad val_.........-- 1244% ad val. 
Lamb and shee 
Persian lamb): 
SUNG wits ee ees as sil. ies 30% ad wal... ....-....- 124% ad val. 
MGC iii iis cag SciLeuscatel.se 25% ad val._........-- 10% ad val. 
Other: 
eGo. wud deel Asssiel elas 30% ad val_...........| 15% ad val. 
ect GaGa s iss alien | 25% ad val............| 124% ad val. 
1530 (a) | Hides and skins of cattle of the bovine species | 10% ad val___._.___.-- 5% ad val. 
| (except hides and skins of the India water | 
buffalo imported to be used in the manufac- | 
ture of rawhide articles), dried, pickled, raw | 
or uncured, or salted } 
If products of Cuba which are other than | 
| buffalo: | 
Calf or kip skins, dried or dry salted, |.................--- ..-| 4% ad val. 
! and weighing not over 6 pounds each. | 
Hides or skins weighing over 25 pounds |_..._....._._.-...---- 4% ad val. 
each, pickled, raw, or uncured, but 
neither dried nor dry salted. | 
t Articles, raw or unmanufactured, n. s. p. f.: 
Frogs (not including live frogs) _._.-..- ...-| 10% ad val... 
| RE ett tase tas ato bindadeiacawka ..--| 10% ad val...... 
If products ot Cebmistie.sikd cc dled} i; caste 8% ad val. 
QU cncccenesce cs bt ee ae | 10% Oh Peles dc. scince 5% ad val. 





1 Subpars. (b), (c), (d), (e), and (f) added by the act of July 17, 1952—TD 53066. 
2 Subpar. (g) as amended by the act of July 17, 1952—TD 53066 

3 The entry, or withdrawal from warehouse, for consumption tion of dressed ermine, fox, kolinsky, marten, 
mink, muskrat, and weasel furs and skins which are products of the U.S. 8. R. (Russia) or of any part of 
China which, at the time of entry or withdrawal, is under Communist domination or control is prohibited. 
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Para- 
ereph 


- 





1602 


1605 
1606(a) 


(b) 
(ec) 


1607 (a) 


1607(b) | 


1612 
1618 
1625 
1635 
1636 
1637 
1649 
1653 
1654 


1669 


1670 | 


1671 


1682 | 


1684 


1686 











TRADE AGREEMENTS EXTENSION 
TITLE II 


ScHEDULE 16.—Free list 


Description 





All thé following which date natural and ees are in a Serie state, not advanced in 


condition or value by chipping, crushing, grinding, shred: other process or treatment 
whatever beyond that essential to proper ipackin and the proven ntion of decay or deterioration 
pending manufacture, and not containing alcohol: A aloes, asafetida, buchu leaves, 


cocculus indicus, ipecac, jalap, licorice root, manna; marshmallow or althea flowers, leaves, and 
root; maté, and nd pyrethram or insect flowers. 


Albumen n. s. 
Animals lanaes black, platinum, or silver foxes, and any fox which is a mutation, or type de- 


veloped, therefrom) imported by citizens of the United States specially for Reennens purposes, 
whether intended to be used by the importer himself or for sale for such purposes 

Provided, That no such animal s! be admitted free unless pure bred of a recognized breed 

al a registered in a book of record recognized by the pear tons of lamin for that 


Provided further, That the certificate of such record and ped of each animal shall be pro- 
duced and submitted to the Department of Agriculture, d y authenticated by the proper 
custodian of such book of record, together with an affidavit of the owner, agent, or on pa 
that the animal imported is the identical animal described in such certificate of record and 

igree. The Secretary of Agriculture may prescribe such regulations as may be required 
or determining the purity of breeding and the Fdentity of such animal: 

And provided further, That the collector of customs shall require a certificate from the De- 
partment of Agriculture stating that each animal is pure oo of a recognized breed and duly 

red in a book of record recognized by the Secretary of culture for that breed. 


registe 
The Secretary of the Treasury may prescribe such additidnal tions as may be required for 


the strict enforcement of subpar. (a). 


Asses, cattle, horses, mules, sheep, and other domestic animals straying across the boundary line 


into any foreign country, or driven across such boundary line by the owner for temporary pas- 
turage purposes only, together with their offspring, shall be dutiable unless brought back to 
the United States within 8 months, in which case they shall be free of duty under regulations to 
be prescribed by the Secretary of the Treasury. 


Teams of animals, including their harness and tackle, and the w: ee or other vehicles, actually 


owned by persons emigrating from foreign countries to the United States with their families, and 


in actual use for the purpose of such emigration, under such regulations as the Secretary of the 
Treasury may prescribe. 


Wild animals an birds intended for exhibition in zoological collections for educational or scientific 


purposes, and not for sale or profit. 


Arrowroot, crude or manufactured, and arrowroot flour and stareh. 

Bananas and plantains, green or ripe. 

Blood, dried, n. s. p. f. 

Brazilian or pichurim beans. 

Brazilian pebble, unmanufactured or unwrought. 

Bristles, crude, not bunched, prepared, or sorted. 

Citron peel and citrons, crude, dried, or in brine. 

Cacao or cocoa beans, and shells thereof. 

Coffee (except coffee imported into Puerto Rico and upon which a duty is imposed under the 


authority of sec. 319 of this act !). 


Drugs such as barks, beans, berries, buds, bulbous roots, bulbs, dried fibers, dried insects, 


excrescences, flowers, fruits, grains, herbs, leaves, lichens, logs, mosses, roots, seeds (aromatic, 
not garden seeds), seeds of morbid growth, stems, vegetables, weeds, and other drugs of animal or 
vegetable origin; all the foregoing which are natural and ——— drugs in a crude state, 
not-edible, n. s: p. f., and not-advaneedtin eéndition or value pping, ee 
shredding, or any other process or treatment whatever beyon mee Casential to their proper 
— and the prevention of decay or deterioration pending manufacture, and not contain 
aicoho 


| Divi-divi, fustic wood, gall nuts or nutgalls, hemlock bark, logwood, mangrove bark, myrobalans 


fruit, oak bark, quebracho wood, sumac, valonia, wattle bark, and other articles of vegetable 
origin; all the foregoing, if coloring, oe staining, or tanning materials, whether crude or 


advanced in condition or value b nipping, crushing, grinding, shredding, or any similar 
process, not containing alcohol, an 


| S. p. f 
| Eggs of birds, fish, and insects (except fish roe for food 


purposes): 
Provided, That the importation of eggs of wild birds is prohibited, except eggs of game birds 
imported for propagating purposes under regulations prescribed by the Secretary of Agri- 
culture, and specimens imported for scientific collections. 


Live game animals and birds, imported for stocking purposes, and game animals and birds killed 


in foreign countries by residents of the United States and imported by them for noncommercial 
purposes; all the foregoing under such regulations as the Secretary of Agriculture and the Secre- 
tary of the Treasury shall prescribe. 


China grass or ramie; henequen, jute, kapok, y, manila; pulu, raffia, sisal, and sunn fibers 


or grasses; istle or ‘Tampico fiber; jute butts; va "Zealand. ber; and other textile grasses or 


— a substances; all the foregoing, if not dressed or manufactured in any Manner, 
and n. s. p 


Chicle, copal, damar, dragon’s blood, kadaya, kauri, sandarac, tragacanth, tragasol, and other 


natural gum resins, natural gums, and natural resins, n. s. p. f. 


1The duties imposed by Puerto Rico on coffee, aNINe coffee brought into Puerto Rico from the 
United States, under Act No. 4, of July 11, 1935, are 


RD I i. tath neste endoienecnanatontnemeiaaes 15 cents per pound. 
Roasted or ground coffee.......................-..-..- 18 cents per poun 


und. 
Preparations of coffee in conditions which are not raw, A duty equal to that applicable to the raw 


toasted, or ground. coffee equivalent. 





Para- | 
graph 
No. 


1715 
1727 


1728 
1731 





1732 | 


1742 


1752 
1753 
1757 


1762 
1763 


1768 
(1) 





2 See p. 
3 See p. 
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ScHEDULE 16.—Free list—Continued 


Description 


Hair of cattle, horse, and other animals, cleaned or uncleaned, drawn or undrawn, but unmanu- 
factured, n. s. p. f. 

Hide cuttings, raw, with or without hair, ossein, and other glue stock. 

— fone skins of the India water buffalo imported to be used in the manufacture of rawhide 
articles. 

Hoofs, unmanufactured. 

Horns and parts thereof, including horn strips and tips, unmanufactured. 

Horses and mules, imported for immediate slaughter. 

Guttapercha and india rubber, crude, including guayule, gutta balata, gutta siak, and jelutong 
or pontianak. 

Refuse or scrap guttapercha, india rubber, and synthetic rubber, fit only for remanufacture. 

Marrow, crude. 

Copra, hempseed, 2 kapok seed,? palm-nut kernels, palm nuts, perilla seed,’ rapeseed,' rubber 
seed, sesame seed ,? tung nuts, ‘and oil- bearing nuts and seeds n. s. p. f. when the oils derived 
therefrom are free of duty. 

SEeenah ergot, gentian, henbane, nux vomica, sarsaparilla root, and stramonium. 

um 

Oils, distilled or essential, not containing alcohol: Anise, bergamot, bitter almond, bois de rose or 
lignaloe, camphor, cananga or ylang ylang, caraway, cassia, cinnamon, ¢ itronella, geranium, 
lavender, lemon-grass, lime, neroli or orange flower, origanum, palmarosa, pettigrain, rose or 
otto of roses, rosemary, oo lavender, and thyme. 

Oils, expressed or extrac’ 

Croton, palm,? perilla,* and sweet almond. 
Nut oils n. s. p. f. 
Olive, palm-kernel,? rapeseed,‘ sesame,‘ and sunflower,‘ rendered unfit for use as food or for 
any but manufacturing or mechanical purposes by such means as shall be satisfactory to 
— ne of the Treasury and under regulations to be prescribed by him. 
ung o 

Plants, roots, seed cane, seeds, shrubs, trees, and other material for planting, imported by the 
Department of Agriculture or the United States Botanic Garden. 

Patna rice, cleaned, for use in the manufacture of canned soups. 

Sago, crude, and ~- flour. 


ie n. ae. 


Sil sane and silk waste. 
Silk, raw, in skeins reeled from the cocoon, or rereeled, but not doubled, twisted, wound, or 
advanced in manufacture in any way. 
Spices and spice seeds: 
Cassia, cassia buds, and cassia vera; cinnamon and cinnamon chips; cloves and clove stems; 
ginger root, not candied or preserved; mace, nutmegs; pepper, black or white; and pimento 
(allspice) ; all the foregoing, if unground. 
Anise; caraway; cardamon; coriander; cummin; and fennel. 
Tagua nuts. 


| Tamarinds. 


Cassava, tapioca, and tapioca flour. 

Carob or locust beans and pods and seeds thereof. 
Tobacco stems not cut, ground, or pulverized. 

Truffles, fresh or dried or otherwise prepared or preserved. 
Vegetable tallow. 


254 for import-tax status. 
251 for processing-tax status. 


4 See p. 253 for import-tax status. 
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Processing taxes 


I. B.C.) 
sec. | 


Description 


2470¢a) | There shall be imposed upon the first domestic 
(1)1 processing of coconut oil, palm oil, palm- 

kernel! oil, fattv acids derived from any of 
the foregoing oils, salts of any of the foregoing 
(whether or not such oils, fatty acids, or salts 
have been refined, sulfonated, sulfated, hy- 
| drogenated, or otherwise processed), or any 
| combination or mixture containing a sub- 
| stantial quantity of any 1 or more of such 
oils, fattv acids, or salts, a tax of. 

(2) | There shall be imposed (in addition to the tax 
imposed by the preceding paragraph) upon 
the ist domestic processing of coconut oil 
or of any combination or mixture containing 
a substantial quantity of coconut oil with 
respect to which oil there has been no 
previous Ist domestic processing a tax of. 

The tax imposed by this subpar. (2) shall not 





EXTENSION 


Full rate 


3¢ per Ib 


Reduced rate 


apply when it is established, in accordance with 
regulstions prescribed by the Secretary of the eoneer 


y, that such coconut oil (whether or not 


contained in such a combination or mixture) (A) is wholly the production of the Philippine 
Islands, any possession of the United States, or the Trust Territory of the Pacific Islands, or 


(B) was produced wholly from materials the growth or production of the Philippine Islands, 
any possession of the United States, or such trust territory.? 
(b) The tax under subsec. (a) shall not apply (1) with respect to any fatty acid or salt resulting from 
| & previous Ist domestic processing taxed under this section or u 


been paid under sec. 2491, or (2) with res 


m which an import tax has 
to any combination or mixture containing an 
oil, fatty acid, or salt with respect to which there has been a previous Ist domestic processing 
or upon which an import tax has been paid pr sec. 2491. 


! The processing taxes imposed under this section are noi taxes imposed on or in connection with the 
importation of the articles, but they apply principally to imported commodities and the rates must be 
referred to in applying the import taxes prescribed in sec. 2491 (c) for certain commodities. The term 
“first domestic processing” means the first use in the United States, in the manufacture or production of 
an article intended for sale, of the article with respect to which the tax is imposed, but does not include the 
use of palm oil in the manufacture of iron or steel products, or tinplate or terneplate, or any subsequent use 
of palm-oil residue resulting from the manufacture of iron or steel products, or tinplate or terneplate (I. R. C. 





Reduced rate 


sec. 2477). 
2 The President is authorized to suspend the exemption for products of the trust territory under certain 
conditions. 
Import tazes 
| 
I. = . C. Description Full rate 
2490 | In addition to any other tax or duty imposed 
by law, there shall be imposed upon the 
| following articles imported into the United 
States, unless treaty provisions of the United 
| States otherwise provide, a tax at the rates 
| set forth in see. 2491.1 | 
2491(a) | All the following, whether or not refined, 
sulfonated, sulfated, hydrogenated, or other- 
wise processed: 
Inedible animal fats, inedible animal 
greases, and inedible animal oils: 
Wool grease: 
Suitable for medicinal use (includ- | 3¢ per Ib__..-..--- 


hydrous). 
Other. 





| Tallow... - as sinwetvksiniauaniieeaes 
Fatty acids derived from any of the foregoing, 
and salts of any of the foregoing: 






ing adeps lanae, anhydrous, or | 





Oleic acid or red oil, and stearic acid --_----- : 
| i iicinecnns Ke cise ude dnnncncell Ga weak as 


! The import taxes prescribed in sec. 2491 do not apply to imports into Puerto Rico (I. R. C. sec. 3797 (@ 
(9)). The other import taxes listed in this dovument do apply to such imports (1. R. C. sec. 3430 (d)) 





2¢ per Ib. 
14¢ per Ib. 
34¢ per Ib. 





14¢ per Ib. 


! 
: 
| 
; 
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Import taxes—Continued 


I. bie Description | Full rate Reduced rate 


(b) | All the following, whether or not refined, sul- 
fonated, sulfated, hydrogenated, or other- 
rocessed : 


wise 
Hem SURE cea sbpabigunicrteneniiehe-e hated oordaes 4144 per Ib. _.....,.--- 
Eo cditinn caddies cecuint cajienenantien SE DEE a wn cseneoe< 24¢ per Ib. 
tos ey BME ak ee a Ge Siri ne Lond > mitiiiaen? she ay, Ib 
GIN OIE once ererhe ne shese--2> per Ib... .......-:| 244¢ per Ib. 
Sesame oil provided for in par. 1732, Tariff | 44¢ per Ib-_-_----.-..--- 
Act of 1930. 
a 44 per Ib. _.......-..| 244¢ per Ib. 


Fatty acids derived from any of the fore- 
going or from linseed oil, and salts of any 


of the foregoing: 
Fatty acids derived from linseed oil___- .  ccnccan 
CU iteatinnanonaecuiindebanmindnaphe wat 44 per Ib- .. ....---.-] 24%¢ per Ib. 


(c) | Any article, merchandise, or combination (ex- 
cept oils specified in sec. 2470), 10 percent or 
more of the quantity by weight of which con- 
sists of, or is derived directly or indirectly 
from, 1 or more of the products specified 
below shall be taxed on the quantity by 
weight of such article, merchandise, or com- 
bination which consists of, or was derived 
directly or indirectly from, the specified 
product, and the tax shall be at the rate or 
rates stated below in respect of the product or 


products: 
Oleo oil and oleo stearine___.........-...--- 7” a 1%¢ per Ib. 
Other products provided for in subsec. (a) | The respective rates | Same rule applied to 
or (b) of this section. applicable under current rates. 
such subsections to 
the products. 
Coconut oil, palm oil, palm-kernel oil, fatty | The rate applicable 
acids derived from such oils, and salts of under sec. 2470 to 
the foregoing. the processing of the 
products. 


But there shall not be taxable under this sub- 
section any article, merchandise, or combina- 
tion (other than an oil, fat, or grease, and 
other than products resulting from processing 
seeds without full commercial extraction of 
the oil content), by reason of the presence 
therein of an oil, fat, or grease which is a 
natural component of such article, merchan- 
dise, or combination and has never had a 
separate existence as an oil, fat, or grease. | 


{d) | Hempseed _-__-._.--- 4 ..---| 1.24¢ per Ib__-- | 0.62¢ per Ib. 
Kapok seed_. Pisa tek eee eT ee | 1¢ per Ib. 
Perilla seed ___.- ae ¢ Bia ipaais oltadade stems Oe 
Rapeseed - _ __ -- Sine a {aL wailtich adgcse ll SEL. | 1¢ per Ib. 
Sesame seed __-- 1.18¢ per Ib | 0.59¢ per Ib. 


(f) | The tax imposed under subsec. (b) shall not 
apply to rapeseed oil imported to be used in 
the manufacture of rubber substitutes or 
lubricating oil, and the Commissioner of 
Customs, with the approval of the Secretary, 
shall prescribe methods and regulations to 
carry out this subsection. 
(g) | The tax imposed by sec. 2490 shall not apply to | 
any article, merchandise, or combination by 
reason of the presence therein of any coconut 
oil produced in Guam or American Samoa or | 
any direct or indirect derivative of such oil. 
Nothing in sec. 2491 shall be construed as im- 
posing a tax in contravention of an obligation 
undertaken in any trade agreement entered 
into prior to Aug. 21, 1936, under the author- 
ity of sec. 350 of the Tariff Act of 1930, as 
amended, or as imposing a tax on the impor- 
tation of glycerine or stearin pitch or on the | 
importation of any article by reason of any 
| 
| 








component of such article derived directly or 
indirectly from a waste not named in sec. 
2491. 

In addition to any other tax or duty imposed 
by law there shall be imposed upon the fol- 
lowing articles imported into the United 
States unless treaty provisions of the United | 
States otherwise provide a tax at the rates 
specified in secs. 3422 to 3425, inclusive. 
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Import tares—Continued 





I. R.C. 


sec. 


Description 


3424 (a) Lumber, dressed or planed on 1 or more sides, 


(b) 


3500 2 


(a) | 





(2) | 
(3) | 
3507 (b) For the purposes of sec. 3500— 


or rough (except flooring made of beech; 
birch, or maple other than Japanese maple): 
Balsa_- wan rime dhe oi whole aati Mee Rg oa 
Box, ebony, lancewood, and lignum vitae: 
Not further manufactured than sawed 


Flooring, dressed or planed on 1 or | 


more sides. 
Other 


If products of Cuba.._.......----.-- 


Cedar commercially known as Spanish | 
cedar, granadilla, mahogany, rosewood, 
and satinwood: 

Not further manufactured than sawed_| 


Flooring, dressed or planed on 1 o1 
more sides. 
Other -__- 


If products of Cuba____.--.__..---- 
Cedar (except that commercially known as 
Spanish cedar), fir, hemlock, larch, pine, 
and spruce. . 
Japanese maple, Japanese white oak, and 
k 


Other_ 


If products of ‘Cuba which are not 
beech, birch, or maple. 


The tax imposed by this subsection shall | 
not apply to lumber of Engelmann spruce, | 
Northern white pine (pinus strobus), Nor- | 


way pine (pinus resinosa), or Western white 
spruce. 


| In determining board-measure for the purposes | 
of this section no deduction shall be made on | 


account of planing, tonguing, or grooving. 
As used in this section, the term “‘lumber”’ in- 
cludes sawed timber. 


In addition to any other tax or duty imposed | 
by law, there shall be imposed, under such | 


regulations as the Commissioner of Customs 
shall prescribe, with the approval of the 
Secretary, a tax upon articles imported or 
brought into the United States as follows: 
On all manufactured sugar testing by the 
polariscepe 92:sugar 
and for each additional sugar degree 
shown by the polariscopic test. 
and fractions of a degree____......-.._..- 
On all manufactured sugar testing by the 
polariscope less than 92 sugar degrees. 
on all articles composed in chief value of 
manufactured sugar. 


The term ‘“‘manufactured sugar’’ means 
any sugar derived from sugar beets or 
sugarcane, which is not to be, and 


which shall not be, further refined or | 


otherwise improved in quality; ex- 
cept sugar in liquid form which con- 
tains nonsugar solids (excluding any 
foreign substance that may have been 
added or developed in the product) 
equal to more than 6 percent of the 
total soluble solids, and except also 
sirup of cane juice produced from 
Sugarcane grown in continental 
United States. 


Full rate 
| 
| 
| 


a per 1,000 ft., board 
measure. 


$3 per 1,000 ft., board 
measure. 

$3 per 1,000 ft., board 

| measure. 

$3 per 1 ,000 ft., board 

| measure. 


| 


$3 per 1,000 ft., board 
measure. 
$3 per 1,000 ft., board 
measure. 
$3 per 1,000 ft., board 
measure. 


|-----2+--ewene esse renee 
$3 per 1,000 ft., board 
| Measure. 


$3 per 1,000 ft., board 
| measure. 


| $3 per 1,000 ft., board 
| measure. 
0.465¢ per Ib_...-.----- 
— per lb. addi- 
In proportion _---___-- 
0.5144¢ per lb. of the 
total sugars therein. 


0.5144¢ per lb. of the 
total sugars therein. 








Reduced rate 





$1.50 1,000 ft., 
Saad precnare. 
$1.50 r 1,000 ft., 
siegerd teasire, 
J , t op 
pn any 


$2.40 per 1,000 ft., board 
| Measure. 


75¢ per 1,000 ft., board 
measure. 

75¢ per 1,000 ft., board 
measure. 

$1.50 per 1,000 ft., board 
measure. 

$1.20 per 1,000 ft., board 
measure. 

75¢ per 1,000 ft., board 
measure. 





| $1.50 per 1,000 ft., board 

| Measure. 

| $1.20 per 1,000 ft., board 
measure. 





2 This tax is not to be imposed after June 30, 1957, I, R, C, sec, 3508, as amended by the act of Sept. 1, 1951. 
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Processing tares—Continued 


gF 


Description Full rate Reduced rate 











3507 (b) | For the purposes of sec. 3500—Continued 
The grades or types of sugar within the | 
meaning of this definition shall in- | 
clude, but shall not be limited to, 
gianulated Sugar, lump sugar, cube | 
sugar, powdered sugar, sugar in the | 
form of blocks, cones or, molded 
shapes, confectioners’ sugar, washed 
sugar, centrifugal sugar, clarified 
sugar, turbinado sugar, plantation 
white sugar, muScovado sugar, re- 
finers’ soft sugar, invert sugar mush, 
raw sugar, sirups, molasses, and 
Sugar mixtures. 
(c) | The term “total sugars’? means the total 
amount of the sucrose ce and of the 
reducing or invert sugars. he total sugars 
contained in any re or type of manufac- | 
tured sugar shall be ascertained in the 
manner prescribed in pars. 758, 759, 762, and 
763 of the U. U. 8. Customs Regulations (1931 
edition). 











The Cuarrman. Any further questions? 

Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. Mr. Secretary, I think that the whole dispute is 
going to rise or fall on the last part of your reference to section 22. 
For instance, let me read it: 

So long as the United States has a domestic farm price support which maintains 


domestic prices above the world level, it is essential that authority be retained to 
restrict imports into the United States under the domestic price support program. 


In other words, you say there, so long as your price support is not 
reached, and not surpassed, then you are in favor of this. But you 
are in favor of putting tariff restrictions if there is any danger. What 
do you think about the watch people? For 15 or 20 years we have 
had the watch people coming in here, seeking protection. Not long 
ago the man who represented them came to bid us goodbye and said 
he had been coming here for 20 years and now his industry was all 
gone. It is practically all gone. The coal industry, in many places, 
is already gone. It is down because of the importation of crude oil. 
In my section, one of the biggest sections producing pottery and glass- 
ware, our people are feeling that same thing now. They are going 
down, and they may close. Still, you are willing that they be put 
up against it so long as you are protected in accordance with section 
22. You cannot, Mr. Secretary, go into that section and make this 
kind of a speech about farm protection and let them go, without 
saying something for their protection. How are you going to get 
around it? 

Secretary Benson. In the case of Swiss watches, which you referred 
to, and the increased tariff 

Mr. Jenkins. I mean the American watch companies, Waltham 
and all the rest of them, Elgin. They have gone down in the last 20 

ears. 
cf Secretary Benson. In that action, of course, farmers have a direct 
interest, because the tendency would be that an increase in tariff on 
Swiss watches might ultimately hurt our export of Maryland tobacco, 
for example, which goes to Switzerland. So it does have a relation- 
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ship. Agriculture had a real interest in this case, as it does in most 
other cases. We are moving now in our agriculture program, toward 
greater flexibility in our support program. I think that under the 
program enacted by the 83d Congress there will be less need to impose 
and use section 22 than there would be under a rigid price support 
program. Yet I feel that so long as our supports maintain prices 
above world markets, we need a provision such as the one indicated 
here. I do not anticipate it will be used very often, but I think it is 
needed. Otherwise, we will be holding an umbrella over the rest of the 
world on the production of some of these particular items. 

Mr. Jenxins. I am willing to agree with you. My State of Ohio 
is 1 of the 3 or 4 richest agricultural States in the Union, and my sec- 
tion is a great agricultural section. I am a farm boy and all of that. 
I am in favor of that. But at the same time I want to protect these 
chinamakers and all the rest of these people which you do not protect. 

Secretary Benson. I think the overall objection must be to free up 
our trade, to encourage trade, because agriculture has such a tremen- 
dous stake in the trade with other countries. As I pointed out there, 
on some commodities 25, 30, or 40 percent of our total outlet is in 
foreign markets. Of course, our trade is a two-way affair. Unless 
we import we are not going to be able to export these agricultural 
commodities. Foreign markets are so important to the farmer. 

Mr. Jenkins. I have just come back from a trip around the world, 
and I can find many millions of acres of fine land that has not been 
touched yet. When the hand of the agriculturist and the food artif- 
icer reaches those countries, then you will have a different story. 

You will be singing the same song as the watch people sing and the 
bicycle people sing. 

Secretary Benson. Section 22, of course, applies to only a very 
limited number of farm commodities. We will take our chances, 
I think, on most of the other commodities in competition with the 
rest of the world, when you consider the costs involved and the effi- 
ciency of our American farmers. It only applies to those under 
which we have these price supports. 

Mr. Jenkins. But your reason for this is that you say, ‘Well, 
I think we can sell something to Switzerland.” All right, suppose 
you do sell more commodities to Switzerland. Then you will go over 
the country and find practically every watchmaker in the United 
States closed up. They are not making Swiss works, and they do 
not sell the watches as their own. They sell a case, but the works 
are the Swiss works. The time will come, I am afraid, when you will 
have to take the same medicine that these people are taking. 

That is all, Mr. Chairman. 

The CHarrMaAN. Any other questions? 

Mr. Stmpson. I have one question. 

Mr. Boaes. Mr. Chairman? 

The CuarrMan. Mr. Boggs, of Louisiana, will inquire. 

Mr. Boces. I just wanted to ask one question in connection with a 
remark you just made, Mr. Secretary. You said, ‘So long as we have 
price supports.”’ 

Secretary Benson. So long as we have price supports which result 
in our domestic prices being above world price levels for those com- 
modities. 
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Mr. Bocas. Is the use of that expression “‘so long’’ to imply that 
you contemplate the time relatively soon when we will not have any 
price supports? 

Secretary Benson. I did not have that in mind, sir. 

Mr. Boges. I just wanted to clear that up. 

Mr. Simpson. Mr. Chairman? 

The CuarrMan. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. Mr. Secretary, regardless of how important the for- 
eign markets are, the domestic market is far more important, is it not, 
to agriculture? 

Secretary Benson. Yes. About 90 percent of our total agricul- 
tural products is marketed at home. 

Mr. Stmpson. And you are necessarily greatly interested in the 
welfare of American consumers and their ability to buy farm products. 

Secretary Benson. That is true. We are very much concerned. 
The greatest single factor, I believe, in good farm prices, is a pros- 
perous, stable and expanding national economy. 

Mr. Simpson. If I understood you correctly, under the law it is 
established that if, with respect to some agricultural products, in 
section 22, there is injury or apt to be injury, relief is mandatory on 
behalf of agriculture, after such a finding by the proper body? 

Secretary Benson. Did you say it is mandatory? 

Mr. Stmpson. Yes. 

Secretary Benson. I think the President has some discretion in it. 

Mr. Stmpson. You used the word “required” a bit ago when you 
were talking about it. I understood you meant after the findings 
were made, and you made a recommendation, that the President was 
then required to exercise authority under section 22 on behalf of 
agriculture. 

Secretary Benson. The President asks for a study to be made by 
the Tariff Commission, as I understand it, and if he agrees that the 
situation exists as pointed out by the Secretary and by the Commis- 
sion, he is required to take action. 

Mr. Stmpson. He is required to take action? 

Secretary Benson. Yes. 

Mr. Simpson. Therefore the agricultural economy of the country 
that, under section 22, is receiving quite considerable protection 
which industry does not have. 

Secretary Benson. There are only a very small portion of our 
agricultural commodities which have been benefited by price supports. 

Mr. Simpson. I understand, but it was sufficiently important to be 
included in section 22, was it not, by Congress? 

Secretary Benson. Yes. 

Mr. Simpson. Keeping in mind the American economy, agriculture 
and industry both, would you favor such an amendment to this law 
which would give industry that same kind of protection, namely that 
where appropriate bodies reach a conclusion that the industry is 
being injured, the relief should be mandatory on behalf of the industry 
or the workers? 

Secretary Benson. Of course, I feel that agriculture and every 
other segment of our economy has a great deal to gain by an expansion 
of our foreign trade, a freeing up of our foreign trade. That should 
be the great overall objective. 
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Mr. Simpson. By that do you mean you do not entirely agree 
with section 22? 

Secretary Benson. I agree with section 22. I think it is needed 
under certain conditions. Of course, as we get back to a more normal 
condition of trading abroad, and greater stability in world commodity 
prices, I think there will be less and less need for section 22. For 
example, in the marketing of our cotton, while section 22 applies to 
cotton, the world price and our domestic price has been very, very 
nearly the same now for many, many months. With the improve- 
ment in the world prices for cotton, section 22, of course, does not 
apply particularly. With the improvement in world prices generally 
on these basic commodities, as we get back more nearly to normal 
there will be less need to impose section 22. 

Mr. Srupson. I was trying to establish whether you think the man 
who works in industrv and who has lost his employment because of 
loss of market of the product he manufactures, should be given the 
same degree of relief by Government as the farmer is. 

Secretary Benson. I would like to point out again, Mr. Congress- 
man, that this applies to a very small segment of agriculture and, as 
time passes, it is needed less and less because world prices and Ameri- 

can prices are eoming-more nearly. to the.same level. 

Mr. Simpson. In the meantime you want to preserve it for agricul- 
ture, but you are not willing to extend it to other industries? 

Secretary Benson. I think we have somewhat of a special situation 
in this particular segment of agriculture. I think there is some pro- 
tection under the legislation for all segments of the economy through 
the peril point determination and the escape clause. This involves, 
as I understand it, action by the Tariff Commission also. Section 22 
is very much the same. 

Mr. Simpson. You would not be satisfied with that with respect to 
agriculture, as I understand. 

Secretary Benson. | think under our price-support program we 
may need something very similar to section 22. 

Mr. Stmpson. Would you favor changes in the law or would you 
favor agreements under GATT which would create a situation under 
which our country is limited in the right of undertaking to broaden 
‘section 22 and putting other items in? Should we tie our hands 
internationally, in other words, at the executive level, so far as action 
of Congress is concerned? 

Secretary Benson. I do not think we should ever tie our hands at 
the executive level, but I do feel this bill provides a very sensible 
approach to the negotiations of these trade agreements with other 
countries, a very practical approach. 

Mr. Simpson. You are aware of great opposition in foreign countries 
to our price-support program. Do you recognize that? 

Secretary Benson. Well, there may be some opposition, but I think 
on the other hand there is a recognition, also, that through our 
price-support program we have been holding many commodities off 
the market which, if it were not for our program, might have had a 
depressing effect on world markets. To that extent, we have been 
benefiting many of the nations of the world. 

Mr. Simpson. Have you been advised that many countries abroad 
view our section 22 as a contravention of GATT, the General Agree- 
ment on Tariffs and Trade? 
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Secretary Benson. Yes, I recognize that. 

Mr. Stmpson. Do you approve of our violating GATT if they are 
correct in their interpretation? 

Secretary Benson. I have not been following the details of GATT, 
which, I understand, is still under negotiations and will be for some 
time. 

Mr. Stwpson. I would respectfully suggest that you do some 
following up on that, Mr. Secretary, because I was over there and 
I know that this section 22 is not viewed with any favor on the part 
of foreign nations because they say it is contrary to GATT. I am 
for the laws passed by this Congress and not by bargains that are 
made over there which would undertake to breach the rights of Con- 
gress to protect our own market. 

Secretary Benson. We are familiar with that particular phase of 
it. 

Mr. Stmpson. Many of your people are, but I suggest that you 
learn about it. 

Secretary Benson. I am somewhat familiar with that particular 
section. Of course, we have not yielded on section 22. 

Mr. Stimpson. A former Secretary of State was of the opinion that 
section 22 should be done away with, in order to put our country in 
line with the commitments under GATT. 

Secretary Benson. I understand that we have official exemption 
for section 22 from GATT. 

Mr. Simpson. That is right. You are undertaking to get it in the 
new and proposed agreement that we have. 

Secretary Benson. I think we should have it. 

Mr. Simpson. You are very mysterious about it. We cannot find 
the facts anywhere except secretly. I just confirm that. Nobody 
ever tells me what they are working on, so I just guess, and I guessed 
pretty well on it. You see, we will only be 1 out of 34, and we will 
each have 1 vote. If they should come up with some kind of an 
agreement by which two-thirds of those voting would have to support 
us, and we saw fit to amend it, the effect of Congress would be nil 
unless we were willing to breach the whole international program. 
I do not want to see our hands tied that way, but they will be unless 
the Congress carefully examines into these proposals when they are 
offered. I regret very much that we do not have this question of 
extension, and of the GATT agreement before us at one time for 
consideration jointly. At the same time, I think that we should 
know considerably more than we do know now about what is going 
to happen to the Japanese agreement. 

We are talking here about increasing Japan’s trade with the rest 
of the world and to get Japan to trade with possessions of other 
nations in the Far East, Africa, and soon. We will make concessions 
to those countries affecting goods from Europe. It makes us the one 
who gives all the time. It makes the United States the one who 
makes the concessions so that other countries will trade with Japan. 

Secretary Benson. From the standpoint of agriculture, of course, 
we have a great deal involved in the Japanese agreement, because 
Japan is one of our heavy importers of agricultural commodities, 
some $400 million a year. 

Mr. Simpson. How have we been paid for that in recent years? 
I am speaking about the $400 million of agricultural sales to Japan. 

57600—55—pt. 1——11 
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Secretary Benson. Well, I think a good part of it has been paid for 
through military expenditures. 

Mr. Stmpson. Yes; so that you hope to have trade and not aid in 
that area? 

Secretary Benson. Yes. We hope that as time passes we will de- 
velop more and more trade, which would mean less and less aid. It 
may be a multilateral trade, it may not be a direct trade, with Japan. 
They may take our exports of agricultural commodities, and then 
they may export to a third country. They, in turn, may import or 
export to this country. 

Mr. Simpson. This is a very important question to me. To the 
extent, though, that that substitution of the kind of trade you have 
in mind leads you, if it does, to unemployment in this country, you 
are then shifting the burden of relief to Japan, represented by ‘the 
$400 million, now available through military aid or other kinds of aid, 
and you are ' shifting that burden to the backs of the unemployed in 
this country, which I think is entirely wrong. If that obligation of 
merely providing goods to Japan is a controlling factor, an interna- 
tional question, then I think the burden should be borne by the tax- 
payers of this country, all of them, and not merely by the unfortunate 
unemployed who loses his job by reason of unwise imports. 

Secretary Benson. I think overall, Congressman, as we expand 
world trade, it will tend, rather than i increase, to reduce unemploy- 
ment, and tend to raise the general standard of living of all people 
participating in the increased trade. 

Mr. Simpson. I might agree with you were it not for the fact that 
when we started this program back in the 1930’s, the same argument 
could be used in those days as can be used today, that there are too 
many restrictions to trade, that our tariff rates were altogether too 
high—and they were, undoubtedly—that the rates of other countries 
were high. Our rates are way down now, and the other country’s 
rates are down. I doubt if any one of you will deny it. Yet today 
there are more restrictions on free trade than there ever were in 
history. Our bargaining position, which was way up high, with 
the high tariffs we had in the 1930’s, is now cut way, way down 
because we have been cutting our tariffs, 75 percent in many areas. 
We have little now to offer to other countries. I am disturbed about 
it. We have little to offer now. 

Secretary Benson. Well, of course, we have just completed the 
most prosperous peacetime year in our history in this country. We 
have just emerged from a great world conflict. I think we are making 
the adjustment very well. Our exports, certainly, of agricultural 
commodities are tending upward now, which we think is very en- 
couraging. We feel we need a greater freedom on the exchange of 
agricultural commodities in order that we might build back the 
markets that were lost, in part, after the war. Certainly the trend is 
in that direction at the present time. 

Mr. Stimpson. You must recognize that if the country with whom 
we have dealt who have reciprocally agreed to remove restrictions 
have failed to do so, so that there are today, as I am told there are, 
more restrictions on free trade than ever before, our reciprocal trade 
program has failed. We have the improvement in trade for some 
other reason, either because of war or we have given dollars to them 
or because we have unloaded one way or the other. It is not because 
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of the concessions that other countries made in exchange for our 
concessions which are the basic things to a reciprocal trade-agreements 
program. It may be that the negotiators have not been good negotia- 
tors. 1 think that is true, or otherwise we would not have these 
restrictions. But look into the future. We are going beyond the 
question of reciprocity and, for the first time, we are writing into 
this bill the authority for the President without regard to reciprocal 
offers on the part of other countries to make concessions on our part. 
It is a new field, I think, and it shows that the reciprocal! program has 
failed ani we have to get some new scheme. I hope the rew one 
will work. 

The CuarrMan. Any other questions over here? 

Mr. McCarthy, of Minnesota, will inquire. 

Mr. McCarruy. Mr. Secretary, I understand from the language 
on page 7 of your report you disagree with the position of the Secretary 
of State in that he raised no question about the possible effects of 
H. R. 1 or H. R. 536 on section 22? 

Secretary Benson. I think, Congressman McCarthy, that the rep- 
resentatives of the various departments concerned are in agreement 
as to section 22, the need for its continuance, as a means of providing 
protection needed under our price-support program. I think there is 
no difference of view on that. He may not have mentioned it in his 
formal statement, but it has come into the discussion from time to 
time in connection with GATT and other things. 

Mr. McCarruy. Has your counsel prepared any language or could 
they prepare language which we might consider? 

Secretary Benson. No; we have not prepared any, but they are 
studying it now. I am sure we would be glad to be helpful if we can 
in that regard. 

Mr. McCarruy. I would suggest, perhaps, that they submit that, 
Mr. Chairman. 

The second question, Mr. Secretary, relates to your statement on 
page 6, in which you stress the fact that in recent years Japan has 
been one of the leading markets for American farm products. Would 
you say that the exports to Japan have been unusually good in terms 
of quantity? Is that an unusual situation? 

Secretary Benson. Our biggest single block of exports, of course, 
are to Europe. We do export quite a lot to southeastern Asia. Japan 
is one of the important countries that received exports from this 
country. 

Mr. McCarruy. Mr. Secretary, the person who is charged with 
responsibilities for promoting these exports is the agricultural attaché; 
is he not? : 

Secretary Benson. As we look upon the office of these agricultural 
attachés—and the function and responsibility for that work has just 
recently been transferred to Agriculture—we look upon that office 
in this light: They represent American agriculture abroad and they, 
of course, should be constantly alert to help our own exporters, 
processors, and handlers of American agricultural products shipping 
abroad. Of course, they represent to other countries something of 
our policies, programs, and so forth here at home, and represent 
back to us agricultural conditions abroad. So they should be men 
trained in the production and marketing of American-grown products. 
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Mr. McCarray. So far as the general record shows, then, for the 
agricultural attaché, whether he was responsible or not, in Japan 
the record is good? 

Secretary Benson. I could not say as to that, definitely, because 
we found that quite a number of these agricultural attachés were 
engaged in other activities. There may have been a good reason for 
that. 

Mr. McCarruy. The other question I have relates to what I 
asked the Secretary of State, namely, What are the channels of 
reporting by the agricultural attaché? Does he report to the State 
Department or does he report to the Secretary of Agriculture? 

Secretary Benson. We, of course, do not have our program fully 
set up. I would like to ask Mr. Lodwick to comment on that. That 
work comes immediately under his direction. 

Mr. Lodwick, would you comment briefly on that? 

Mr. Lopwick. Formerly, the reports of the attaché were sent 
directly to the State Department and a copy sent to the Department 
of Agriculture. Now, that process is reversed. 

Mr. McCarrtuy. The reports, then, go from you to the State De- 
ae or does the State Department not consider agricultural 

olicy? 
* Mr. Lopwicxk. No; the reports from the attachés go directly to the 
Department of Agriculture at the present time. Copies of these docu- 
ments are furnished to the State Department by the Department of 
Agriculture. 

Mr. McCarruy. Has the Agriculture Department been consulted 
by the Trade Agreements Committee, or whatever other committee 
may be holding conferences and hearings, preliminary to negotiating 
the new Japanese reciprocal trade agreement? 

Mr. Lopwicx. There is such a committee; yes. 

Mr. McCarruy. There is; but has your Department been heard or 
has it sent over reports dealing with agriculture in Japan and also 
dealing with the export trade in agricultural products with Japan? 

Mr. Lopwick. I believe that is true. I believe we have a repre- 
sentative on that committee. 

Mr. McCarruy. What would be the source of your information? 

Mr. Lopwick. The information that we use in the discussions rela- 
tive to that? 

Mr. McCarrtuy. In the reports, or whatever information you trans- 
mit to them. 

Mr. Lopwick. Well, it would be the various reports we have from 
people in our Department. 

Mr. McCarray. And from the agricultural attaché in Japan? 

Mr. Lopwicx. Among others, yes. 

Mr. McCarruy. Are you making new studies there or are you 
going along with the reports you have been receiving over the last 
few years? 

Mr. Lopwick. Both. 

Mr. McCarruy. You are making new studies? 

Mr. Lopwick. Yes. 

Mr. McCarruy. And new recommendations with regard to this? 

Mr. Lopwick. Yes. 

Mr. McCartuy. Do you have any particular reason, with regard 
to agricultural exports to Japan, to call for new studies in that field? 
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Mr. Lopwicx. We hope to sell more wheat than we have been 
selling in the past. That is one of the reasons for it. 

Mr. McCarruy. Do you feel that the reports you had previously 
were deficient in that respect? 

Mr. Lopwick. Not necessarily, but to bring them up to date and 
make them more modern. 

Secretary Benson. May I add, we use any and all information that 
is available that has a bearing on the particular problem. One of the 
sources of information recently has been from our trade missions which 
were sent out; 2 of them to Europe, 1 to Asia, and 1 to South America. 
They brought back a lot of helpful information bearing not only on 
the agriculture of the countries where they visited, but the possibility 
of expansion of our exports to those countries. 

Mr. McCarruy. What is the extent of the jurisdiction of the 
Secretary of State over the agricultural attachés? 

Secretary Benson. Of course, he is attached to the office of our 
Ambassador abroad, and the Ambassador would have some respon- 
sibility as to his general conduct and so on. But on the technical 
operations having to do with agriculture, he would be responsible 
directly to the Department of Agriculture, which Department has 
the responsibility for employing him, his rate of compensation, and 
so on. 

Mr. McCarrnuy. Thank you, sir. 

The CuHarrman. Mr. Secretary, referring to the inquiry by Mr. 
McCarthy and some other inquiries that have been made with respect 
to your reference to section 22, I state there was no intention that the 
provision in the bill mentioned by you should adversely affect our 
agricultural price support program. As a member of the Randall 
Commission, I filed a separate statement on that point. I was 
assured by spokesmen for the administration that the provision men- 
tioned by you would not adversely affect our agricultural price sup- 
port program. I will ask you to site examine that question and to 
submit to me a supplemental statement before the close of the hearings 
if you will. 

Secretary Brunson. I will be glad to. 

(The information referred to follows:) 

DEPARTMENT oF AGRICULTURE, 
Washington 25, D. C., February 7, 1958. 
Hon. JERE Cooper, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Cooper: This is in response to your request and the request of 
Congressman Reed, made at the time of my appearance before your committee 
in connection with H. R. 1, on January 17, 1955, for a report on the possible effect 
of the language of section 3 of H. R. 1 on agricultural import restrictions, together 
with any amendments to the bill which might be necessary to make it clear that 
the authority contained in the bill cannot be used to limit the authority to impose 
such import restrictions. 

Section 3 of H. R. 1 authorizes the President: 

“(A) To enter into foreign trade agreements with foreign governments or 
instrumentalities thereof containing provisions with respect to international trade, 
including provisions relating to tariffs, to most-favored-nation standards and 
other standards of nondiscriminatory treatment affecting such trade, to quantita- 
tive import and export restrictions, to customs formalities, and to other matters 
relating to such trade designed to promote the purpose of this section similar to 
any of the foregoing: Provided, That, except as authorized by subparagraph (B) 
of this paragraph, no such provision shall be given effect in the United States in a 
manner inconsistent with existing legislation of the United States. 
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“(B) To proclaim such modifications of existing duties and other import 
restrictions, or such additional import restrictions, or such continuance, and for 
such minimum periods, of existing customs or excise treatment of any article 
covered by foreign trade agreements, as ave required or appropriate to carry out 
anv foreign trade agreement that the President has entered into hereunder.”’ 

It will be noted that the proviso in subparagraph (A) states that trade agree- 
ments entered into pursuant to the act may not be given effect in the United 
States in a manner inconsistent with existing legislation of the United States, 
except as authorized by subparagraph (B). Subparagraph (B) however author- 
izes any modification of existing import restrictions that might be required or 
appropriate to carry out any foreign trade agreement entered into pursuant to 
the act. Accordingly, although it was not the intention of the administration 
to request authority to enter into trade agreements which would in anywise 
limit the authority to impose import restrictions under section 22 of the Agri- 
cultural Adjustment Act (7 U.S. C., sec. 624), the language of the proposed bill 
is broad enough to be construed as permitting trade agreements to be entered 
into which could limit the authority to impose import restrictions under section 
22, as well as a number of other laws administered by this Department, such as 
the “‘hoof-and-mouth disease’’ statute (19 U. S. C. 1306), section 8e of the Agri- 
cultural Marketing Agreement Act (7 U.S. C. 608e), authorizing certain quality 
standards to be imposed with respect to imported fruits and vegetables, and 
others. 

It could be made clear that the authority contained in the bill cannot be used 
to limit the authority to impose such agricultural import restrictions by deleting 
the phrase ‘‘except as authorized by subparagraph (B) of this paragraph”’ from the 
proviso in subparagraph A of section 3, and inserting a statement in the committee 
report explaining the change as follows: 

“The committee deleted the phrase ‘except as authorized by subparagraph (B) 
of this paragraph’ from section 3 (a) (1) (A) in order to make it clear that the 
authority under the bill cannot be used to modify any import restriction imposed, 
or limit the authority to impose such import restrictions, under section 22 of the 
Agricultural Adjustment Act (7 U. 8. C. sec. 624), as amended, or under a number 
of other laws administered by the Secretary of Agriculture imposing or authorizing 
the imposition of import restrictions, such as, to name a few, the ‘hoof-and-mouth- 
disease’ quarantine laws (19 U. 8. C. 1306) and section 8c of the Agricultural 
Marketing Agreement Act (7 U. 8. C. 608e), providing for the regulation of the 
grade, size, quality, and maturity of certain fruits and vegetables imported into 
the United States.”’ 

In view of the fact that this letter is in response to a request made by both you 
anc Congressman Reed, we are furnishing Congressman Reed with a copy of this 
letter. 

Sincerely yours, 
True D. Mors, Acting Secretary. 

The Cuarrman. Mr. Reed, of New York, will inquire. 

Mr. Reep. Mr. Secretary, you will recall that I have requested 
information, too. Would you please see that I get a full report? 

Secretary Benson. I will be glad to, Mr. Reed. 

The CuarrmMan. Any other questions? 

Mr. Kean. Mr. Chairman? ; 

The Cuarrman. Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. Mr. Secretary, continuing the questions of Mr. Simp- 
son, if we did not have a price support program on basic commodities, 
if they were in the same condition as industrial goods which have no 
support price, you would not favor a section 22, would you? 

Secretary Benson. I think there would be no particular need for it. 

Mr. Kean. There would be no need for it. The only need for 
section 22 is the fact that as we have a support price, an unlimited 
amount of these agricultural products would come in just below our 
support price and we would be, in fact, supporting the world market 
in those goods; is that correct? 

Secretary Benson. That is correct. 
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Mr. Kean. I did not want to leave the idea here that you were in 
favor of supporting farm products, and leaving our industrial products, 
such as those produced in the district I am the representative of, out 
in the cold. This is a special condition caused by the support program. 

That is all. 

The Cuarrman. Any further questions? 

Mr. Mason. Mr. Chairman? 

The Cuarrman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Following up that same line of thought, Mr. Secre- 
tary, most agricultural groups are in favor of H. R. 1 and the exten- 
sion of the reciprocal trade agreements. And most agricultural 
groups are protected by the AAA, price supports, subsidies, and so 
forth. Naturally, their ox is not bemg gored by this bill and, there- 
fore, they can be in full support. But the industrial ox is being 
gored. 1 am questioning in my mind whether we should risk the 
90 percent sdeslees that our cities provide for the farm products in 
order to aid or favor the 10 percent part of our farm products that we 
ship abroad. If we throw out of employment thousands of Americans 
who live on a high plane in order to favor thousands of Europeans 
who live on a plane that is very low, I do not know whether the 
farmers and their products are going to benefit by it or not. That is 
my reaction to both Mr. Simpson’s and Mr. Kean’s questions. 

The CHarrman. Any other questions? 

Mr. Byrnes. Mr. Chairman? 

The CHarrMan. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. Mr. Secretary, I think the areas of agriculture that 
are always concerned most about unfair competition from imports 
are those areas where the domestic producer and processor has to 
comply with very rigid Government, both Federal and State, regula- 
tions on standards of identity, purity, and so forth. The imported 
item is not produced under similar rigid standards, all of which cost 
money to comply with. Iam speaking, in a sense, part icularly about 
our dairy products. To what extent can your agricultural attachés 
in these various countries report to you and, through you, to the 
Pure Food and Drug as to the conditions under which products in 
these — countries which are exporting to this country do not 
comply with our American standards of identity and purity? 

Secretary Benson. I assume, Congressman Byrnes, that it would 
vary somewhat with the countries. But I think, generally speaking 
from what I have seen of their operations abroad, they would have 
rather free access to agricultural data, both scientific and otherwise, 
and would be able to report to our Department on those items. 

Mr. Byrnes. You have not maintained such reporting service in 
that past, have you? 

Secretary Benson. Not in the detail we have now because the 
attachés have not been under our supervision and jurisdiction. 

Mr. Byrnes. Do you contemplate now asking for reports on that 
subject? 

Secretary Benson. Generally speaking we would ask for reports on 
any phase of agriculture abroad that has a bearing on our American 
agriculture here at home. 

Mr. Byrnes. Take a specific example. You have Italian cheese, 
for instance, which, under normal circumstances, if we did not have 
quotas, would be imported into this country. Yet that Italian cheese 
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might very readily be produced under conditions which do not come 
up to the standards which we require of our American producer of 
Italian cheese. Do you believe vou will in the future be able to get 
reports of those conditions and take appropriatioa action? 

Secretary Benson. I would assume we would possibly get that 
information. 

Mr. Byrnes. It is not entirely a problem of the manufacturer of 
Italian cheese in this country, but it is the domestic eonsumer who also 
has something at stake here, in seeing to it that the exporter to this 
country complies with the standards of purity equivalent to what we 
require of the domestic producer. 

Secretary Buenson. Of course the Pure Food and Drug has the re- 
sponsibility for those items meeting sanitary requirements and so on 
upon arrival in this country. 

Mr. Byrnes. But here in this country, they go right to the plant 
and make inspections. You put a closing order on that plant if you 
find they are not producing it under proper standards. But we do 
nothing of that nature abroad or restrict in any way the export of 
foreign manufactured goods which may be made under conditions 
much less sanitary than even the worse shop here. 

Thank you. 

The CuHarrMAN. Are there any further questions? 

If not, we thank you, Mr. Secretary, for your appearance and very 
valuable and helpful information you have given to the committee. 

Mr. Reep. Thank you very much. 

Secretary Benson. Thank you, Mr. Chairman and gentlemen. 

The CHarrMaAn. The Chair will state that the next witness scheduled 
to appear today, the Honorable Harold E. Stassen, Director of Foreign 
Operations Administration, will not be able to appear as scheduled. 
I understand he has been out of the country and has just returned. 
We hope to hear him Wednesday morning. 

The committee will now adjourn until 10 o’clock in the morning, 
when the hearings will be resumed. 

(Whereupon, at 4:44 p. m., the hearing recessed, to reconvene the 
following day at 10 a. m., Tuesday, January 18, 1955.) 
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TUESDAY, JANUARY 18, 1955 


House or REPRESENTATIVES, 
ComMITTEE ON Ways anp Mzans, 
Washington, D. C. 


The committee met at 10 a. m., pursuant to recess, in the com- 
mittee’s main hearing room, House Office Building, Hon. Jere Cooper 
(chairman) presiding. 

The Cuan t he committee will please be in order. The com- 
mittee is happy to extend a very cordial welcome to the Honorable 
Sinclair Weeks, Secretary of Commerce. The Chair understands 
that the Secretary is accompanied by Mr. Harold B. Corwin, Deputy 
General Counsel, Department of Commerce. 

Of course, Mr. Secretary, on any questions as to detail that you 
may desire to refer to yous associate there, it will be entirely agreeable 
be a committee. We have had the pleasure of having you with 
us before. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COM- 
MERCE, ACCOMPANIED BY HAROLD 8B. CORWIN, DEPUTY 
GENERAL COUNSEL 


The Cuarrman. You are now recognized and may proceed with 
your prepared statement without interruption. 

Mr. Resp. We are delighted to see you here this morning. 

Secretary Wreexs. Mr. Chairman and members of the committee, 
I appreciate the opportunity to give the committee my views on the 
bill before you to extend the tude agreements legislation. 

The current legislation in this field expires on June 12 of this year. 

In his message to the Congress on January 10, the President 
requested legislation which would permit the negotiation of trade 
agreements over a 3-year period. During the 3-year period, the 
President has proposed that he have authority, subject to procedural 
safeguards including the peril point and escape clause provisions of 
the existing legislation, to take any one of three alternative forms of 
action with respect to a given commodity, either (a) to reduce the 
tariff rate by not more than 5 percent of the present rate in each 
of the 3 years, or (6) in the event that the commodity is not being 
imported or is being imported only in negligible volume to reduce 
the 1945 tariff rate by not more than 50 percent over a 3-year period, 
or (c) in the event that the existing tariff rate is more than 50 percent 
ad valorem or its equivalent to reduce the rate to not less than 50 
percent over a 3-year period. 

I support the legislation, H. R. 1, which has been introduced to 
give effect to this recommendation both on broad grounds of national 
policy and because I believe it would be of substantial advantage of 
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the foreign and domestic commerce of the United States which I am 
charged by law to foster, promote and develop. 

In the world in which we live, our security is importantly dependent 
not only on the military strength but also on the economic strength 
and stability of our friends abroad. In turn, the economic strength 
and stability of the rest of the free world requires our allies to purchase 
large quantities of nonmilitary goods in addition to the goods which 
they require from us for their armed forces. 

Americans of all parties feel that we should for the most part limit 
our grant aid to the financing of military purchases and of technical 
assistance. Our friends abroad share this conviction. National 
security, therefore, requires that other countries earn the dollars to 
finance their nonmilitary purchases. One of the most important 
potential sources ot increased dollar earnings is expanded trade with us. 

I should be the last to suggest that the present level of our tariffs 
is an important deterrent to imports. As a matter of fact, despite the 
remaining high tariffs on some products, our tariffs are among the 
lowest in the world. Nevertheless, governments and businessmen of 
other countries consider our actions in the tariff field and, in particular, 
our willingness to negotiate trade agreements as one of the most 
important pieces of evidence of our desire to let them pay their way in 
their trade relations with us. 

The legislation before your committee has thus developed over the 
years symbolic importance from every viewpoint. 

The proposals of the President will meet these foreign policy 
necessities. The 3-year extension as contrasted with the shorter 
extensions of previous years will evidence the stability of our inten- 
tions. The proposed negotiating authority will demonstrate our 
willingness gradually to accept further modest declines in our tariff 
rates and gradually increasing imports. The enactment of the legisla- 
tion before your committee will thus serve to make the direction of our 
foreign economic policy clear to the free world. 

Apart from these important foreign policy considerations, we 
Americans sometimes forget that we have an important stake in 
foreign markets and a thoughtful examination points to the fact that 
our prosperity is importantly dependent upon healthy two-way 
international trade. 

The best way of getting at the significance of our export trade for the 
economy is to express it as a percentage of our gross national product. 
In 1953, when our gross national product was at the all-time high of 
$365 billion, our exports of goods and services including military aid 
valued at $21 billion came to almost 6 percent of the total. This 
figure is not impressive when compared with the exports of some of the 
important trading countries of Europe which may run as high as 25 
percent of the gross national product. 

In our economy, however, no one factor makes an overwhelming 
contribution to our economic well-being. The richness and diversity 
of our economy is its strength. Gross receipts from farming in 1953 
were only equal to about 8.5 percent of the gross national product. 
Thus, this important component only made about one and one-half 
times as much of a contribution to our economy as did the exports of 
goods and services. 

Another very important component of the gross national product 
which is frequently looked to to determine whether our economy is 
functioning properly is nonfarm residential construction. 
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In 1953, this housing component of our economy was a little over 
3 percent of the total or only slightly over one-half of the total of the 
exports of goods and services. Other new construction representing 
a little over 3% percent of our gross national product was also over- 
shadowed in its contribution to the total by the exports of goods and 
services. 

The export trade contributions to our total economy also compared 
favorably with such investment components of our gross national 
product as business expenditures for capital equipment which repre- 
sented a little over 6% percent of the product and consumer purchases 
of durable goods which were a little over 8 percent of that product. 

The key significance of exports to our economy is reinforced by a 
consideration of their relationships to some of our most important 
and progressive industries. 

During the 3 years of 1949 to 1951 one-half of our exports came 
from industries which sold more than 10 percent of their output 
abroad. One-third of our exports were accounted for by products 
which rely upon foreign markets for more than 25 percent of their 
sales. Machine tools, tractors, construction and mining equipment, 
oilfield machinery, and textile machinery made 20 percent of their 
sales in export markets. 

This ratio has been maintained in more recent years by all the 
industries just mentioned, with the exception of the machine-tool 
industry. 

Everyone recognizes that export markets are of central importance 
for some of our major agricultural products such as cotton, wheat, 
rice, and tobacco. In the crop year 1952-53, we exported about 25 
percent of our wheat and 20 percent of our cotton production despite 
the fact that this was a year of comparatively low exports. In the 
preceding 5 years, we exported, on the average, about one-third of 
these crops. In 1953, we also exported 56 percent of our rice, 22 per- 
cent of our tobacco, 61 percent of our inedible tallow, and 17.5 percent 
of our lard. 

I certainly do not have to labor the point before this committee 
that these exports must be paid for. This committee, which has had 
various proposals affecting the trade-agreements legislation before it 
for over 20 years, is aware of the fact that as our grant aid to the rest 
of the world is reduced and ultimately eliminated, we must increase 
our imports unless we are willing to see our exports decrease. 

I am sure that in view of the contributions which exports make to 
our economy, we cannot afford to permit them substantially to de- 
crease. In an expanding economy, we should rather look forward to 
increasing exports and increasing imports of goods and services to pay 
for them. 

This is only another way of saying that we should continue the trade- 
sprooments legislation for the same reason as it was started in the first 
place, as an important export-promotion measure. 

Several studies by the Department of Commerce find that exports 
to trade-agreement countries increased more from depression levels of 
the early thirties than did exports of commodities to countries with 
whom we made no trade agreements. From this depression low with 
a gross national product of $65 billion of which merchandise imports 
were 2.6 percent and merchandise exports 3.1 percent, our imports 
and exports have increased both in terms of absolute value as well as 
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in percent of gross national product to where in 1953 with a gross 
national product of $365 billion these same imports stood at 3 percent 
and exports at 4.3 percent. 

There can be no doubt that there has been a net gain to our economy 
from reciprocal trade agreements even though there has been a short- 
age of dollar exchange since World War II financed to the extent of 
20 to 33 percent of the total exports by aid programs. 

President Eisenhower’s program for expanding world trade, in which 
pending bill H. R. 1 is an important element, had its genesis in the 
historic statement of President McKinley on September 5, 1901, from 
which I quote: 

By sensible trade arrangements, which will not interrupt our home product, we 
shall extend the outlets for our increasing surplus. A system which provides a 
mutual exchange of commodities is manifestly essential to the continued and 
healthful growth of our export trade. We must not repose in fancied security 
that we can forever sell everything and buy little or nothing. If such a thing 
were possible, it would not be best for us or for those with whom we deal. We 
should take from our customers such of their products as we can use without 
harm to our industries and labor. Reciprocity is the natural outgrowth of our 
wont industrial development under the domestic policy now firmly estab- 
ishe . 

The period of exclusiveness is past. The expansion of our trade and commerce 
is the pressing problem. Commercial wars are unprofitable. A policy of good 
will and friendly trade relations will prevent reprisals. Reciprocity treaties are 
in harmony with the spirit of the times; measures of retaliation are not. 

If perchance some of our tariffs are no longer needed for revenue or to en- 
courage and protect our industries at home, why should they not be employed 
to extend and promote our markets abroad? 

If these words were valid in 1901 they are much more so in the year 
1955. Undoubtedly President McKinley made this historic proposal 
because of the detrimental effects which he perceived in the logrolling 
approach to our tariff problem. 

The Trade Agreements Act is a businesslike method of evaluating 
possibilities for trade expansion and using these possibilities in nego- 
tiations with other countries so as to obtain for the United States the 
maximum trade benefit. The bill under consideration by your com- 
mittee is designed to provide this administration with an opportunity 
for effective negotiation and over a period of 3 years in order that these 
negotiations may have some degree of stability, without which the 
President is deprived ot the bargaining power which he must have to 
make such negotiations meaningful. 

H. R. 1 is not essentially a tariff reduction bill, but rather authority 
designed to put the President in the position to conduct effective and 
profitable multilateral tariff negotiations. The authority sought is 
permissive and there is no intention conveyed by this bill to require 
any tariff reduction. 

There is, in fact, implicit in the authority, an obligation to nego- 
tiate in such a way as to maintain adequate tariffs so as to avoid 
imperiling American industry by opening our doors to excessive 
imports. The authority sought for maximum reductions in terms 
of our current tariff levels for manufactured goods is 1n the main 
relatively small, about one-seventh of the existing duties. 

Considering that the rates on most manufactured products range 
from 10 to 35 percent ad valorem, a 5-percent reduction in the 
existing rates means, in the case, say, of an item subject to 20-percent 
duty, a reduction of only 1 percentage point ad valorem per annum 
for 3 years. I am sure that a reduction at this rate over a period of 
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3 years could not work serious harm on efficiently managed United 
States industries and, if perchance our generalization is ill founded, 
the damaged industry has recourse to escape-clause action. 

There are also other means granted to the American producer to 
protect him against injudicious administrative actions such as the 
Tariff Commission’s peril point findings. There is available other 
legislation, such as antidumping laws and countervailing duties on 
products subsidized by country of origin. 

And, in addition, we have the President’s words in his first state of 
the Union message to the effect that this objective, ‘‘must not ignore 
legitimate safeguarding of domestic industries, agriculture, and labor 
standards.” Iam completely confident that in this respect his views 
have not changed. 

In summary, may I say that unless we are to give up entirely the 
reciprocal trade treaty idea, we must reinstate it on the statute books 
so that it has some degree of permanency and stability and 3 years 
would seem to me to be the practical minimum. 

Additionally, if we are to make any gesture whatsoever toward en- 
couraging trade, the modest approach incorporated in H. R. 1 would 
again seem to me to be the minimum. This approach is selective, 
permissive, and no previously available safeguards are either elimi- 
nated or changed in the slightest degree. 

The Secretary of Commerce is charged with the responsibility not 
only of fostering and promoting our domestic commerce but of foster- 
ing and promoting our foreign commerce as well. My personal experi- 
ence has been in the manufacturing field where in some instances a 
protective tariff is indispensable. I cannot be consistent with long 
established conviction and assert otherwise. I do assert, however, 
that these matters are usually a question of degree, and in the instant 
case the President’s own words assure all Americans that there is no 
intent to ignore the legitimate safeguards we have normally relied on 
to protect industry and labor standards in this country. 

Increasingly now, America must look abroad for its sources of raw 
materials and increasingly does the world look to us as a source of 
important manufactured and other types of products. Our leadership 
in the world must be statesmanlike, not only in the political and mili- 
tary fields but also in the field of economic relations and commercial 
trade. Should we fail to live up to the responsibilities of our leadership 
in any one of these fields, our success in the others may easily be 
jeopardized. 

The CuarrMan. Does that complete your statement, Mr. Secre- 
tary? 

Secretary Werks. It does, Mr. Chairman. 

The CuarrMan. I desire to congratulate you on this splendid 
statement. We appreciate your helpfulness and the information you 
have given the committee. 

Are there any questions? 

Mr Reed, of New York, will inquire, Mr. Secretary. 

Mr. Reep. Mr. Secretary, on page 3 of your statement, you state: 

In 1953 when our gross national product was at the all-time high of $365 
billion, our exports of goods and services including military aid valued at $21 
billion came to almost 6 percent of the total. 

Mr. Secretary, if you exclude military aid, Government economic 
aid, and all other forms of Government finance abroad, what per- 
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—< our gross national product would exports have represented 
in 3 

Secretary Weexs. On page 5, Mr. Reed, in 1953, the goods ex- 
ported were 4.3 percent. The difference between that and 6 percent 
is the difference between goods and goods and services. 

You are talking about 1953? 

Mr. Resp. Yes. 


Secretary Werks. In 1953, the goods and services totaled $17 
billion in our export trade. Services were $4% billion and the goods 
were $12% billion. They are divided as follows: $9.5 billion were 
merchandise manufactured exports; $2% billion were agricultural. 

Does that answer your question, Mr. Reed? 

Mr. Reep. Partially, yes. 

Secretary Werexs. And we had on top of that, in the same year, 
“ billion of military aid. That is military aid on top of the $17 

illion. 

Mr. Reep. Yes. Perhaps I should not ask this question, but speak- 
ing now of your own business, I know it carries a tariff, so could much 
of your business survive without the tariff? For instance, if you were 
interested in, and which I do not know, the textile business, do you 
think we can successfully compete with Japan, England, and other 
countries in the textile field in this country without protection? 

Secretary Werks. The textile business was not my business. You 
asked me first about my own business. I was in two lines of endeavor. 
One of them was silverware. The tariff on that class of goods has 
been reduced several times. First it was cut from 65 to 50 percent, 
and that rate has since been reduced further, bringing it down to 25 
percent. For a variety of reasons, in which the style factor plays a 
large element, the effect of that reduction has not, as yet, made itself 
felt to any particular degree. 

In the business of fasteners and fastening devices, the company I 
was associated with had three plants abroad serving the same lines of 
business that we serve here. Up until the time left 2 years ago 
there had been no particular effect. 

In the textile field that you referred to, obviously this being, as I 
said, a question of degree, there are places where protection has to be 
afforded in my judgment. That is brought out on page 52 of the 
Randall Commission report, where the industries are generally divided 
into three classes. The first would be mass industries, where maybe 
we do not need protection. The second class is where machinery and 
production facilities are identical. I am reading from the Randall 
report. Whether or not they may be seriously damaged is dependent 
on factors which may vary industry by industry, but at least in some 
of these the labor factor is the controlling element. 

The third class is the so-called handicraft, where machinery is a 
minor element. Here imports can be not only serious but destructive. 

That is from the report of the Randall Commission. 

So, for a direct answer to your question, yes; I think textiles have 
to have some protection in some quarters. 

Mr. Rexep. The reason I ask that question is because looking into 
it I find the wage of Japanese workers in the textile business at about 

11.9 cents per hour as against a minimum in New England of about 
$1.49 an hour. Some places, of course, are higher. Just how can 
the American textile industry survive, even in the South, where 
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labor is cheaper than it is in the North? How can those industries in 
that field survive without adequate protection? 

Secretary Werks. There is a substantial difference. Again I say 
it is a question of degree. I do not think it is the proposal of the 
administration to place in jeopardy any industry. 

Mr. Reep. Mr. Secretary, another matter over which I am seriously 
concerned is the volume of our capital investment in Japanese indus- 
tries. From a number of standpoints this may be a very fine thing. 
On the other hand, we are already faced with the difficult problem of 
finding an outlet for Japanese production. American investment in 
Japan is going particularly into textiles, leather-zoods machinery and 
other types of machinery, rubber and leather products, clay and glass 
products, and so forth. These are industries in which we are already 
facing stiff foreign competition, and in respect to which Japan is now 
asking for tariff concessions. 

Would you care to comment on this problem? What is your 
opinion of the long-range effect of these substantial American capital 
investments designed to increase Japanese productive capacity? 

Secretary Werks. Well, of course, Mr. Reed, the Japanese ques- 
tion, as I understand it, is to be settled under the statute that is now 
on the books. Insofar as this particular legislation is concerned the 
question will be moot because it will be decided before this legislation 
might be on the statute books. As far as investment abroad in 
capital equipment, that is one responsibility where the Secretary of 
Commerce is, I might say, in a dual role. Those who manufacture 
capital goods and want to export them press for encouragement on 
the one hand and on the other hand you face the question of the 
possible competition resulting from the product coming off those 
capital goods. 

If I understand your question, I can only say that with respect to 
the Japanese situation we have to do something, in my judgment, to 
see that Japan whom we want on our side has a chance for its place in 
the sun. At the same time, by the escape clause, the peril point 
and other safety devices of our reciprocal trade treaty setup, we have 
to see to it that serious damage is not done to the industries in this 
country. 

In the overall picture, in 1953, about 70 percent of our merchandise 
exports were manufactured products. On the incoming end, about 
13 to 14 percent of the total imports were of manufactured products. 
There is a balance that I hope we can keep. 

Mr. Reep. They were not dutiable. 

Secretary Weeks. The imports were not dutiable? 

Mr. Reep. Yes. 

Secretary Weeks. I imagine many of them were, of course. 

Mr. Reep. I do not want you to misunderstand me. I am quite 
aware of the problem we have in Japan. We know that Russia is 
flirting with her, that Russia would like to get Japan to be their 
industrial center, they furnishing the raw materials from Russia. 
Japan is in this situation: As I understand it, there are 23 nations 
that will not let them into their market, and Great Britain is one of 
them. Talking about reciprocity, I think there should be a great 
effort made if we are going to try to accommodate the foreign coun- 
tries, to see that they take over some of this responsibility of furnishing 
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a — for Japan. I do not think we should be‘called upon to do 
it all. 

Secretary Werks. I do not think, Mr. Reed, we will be under the 
GATT negotiations. I should suspect that what will be done will be 
done under the established procedure by multilateral agreement. 

Mr. Reep. Mr. Chairman, I ask unanimous consent to insert at 
this point a tabulation of the American investment in Japan as of 
the end of 1953. 

The CuarrMan. Without objection, it is so ordered. 

(The tabulation referred to follows:) 
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Mr. Reep. Thank you very much. 

The CuarrMan. Any further questions on this side? 

Mr. Jenkins, of Ohio, will inquire, Mr. Secretary. 

Mr. Jenkins. Mr. Secretary, [ appreciate that you are Secretary 
of Commerce and, as you say, your duty is to look after domestic 
and foreign commerce. I have in my hometown a man living there 
who sent me a letter today. I believe he is the president of the 
biggest tile manufacturing company in the United States. They 
have several plants located all over the United States. He is a fine 
citizen and has been in the tile business for many years. He is very 
much opposed to this program. Where, as the Secretary of Commerce, 
do you think your duty lies with reference to a man like that? 

Secretary Weeks. | think my duty lies, Mr. Congressman, with 
the 164 million people who have varied interests. I cannot devote 
my attention to one interest and ignore the other interests, or else I 
could not possibly perform the duties of the office that I hold. May 
I add that, as far as his particular interests are concerned, I intend 
and think I should look after his interests as I would anyone else’s. 

Mr. Jenkins. Yes; and that is what I think. I think you would. 
That is what I expect to do also. He has a great many employees 
in my district, and in a neighboring section, and in different parts 
of the United States. He makes ornamental tile, and paving tile, 
not tile for the common types, although he probably has some fac- 
tories that make that. There is a man employing a great many 
people whose business is in danger right now. I should like for you 
to recanvass your views, because I want the Secretary of Commerce 
to look after the commerce in my section if he can, instead of the com- 
merce in Japan. 

Let me ask you this question, after stating a situation. There will 
be a man who, I think, will testify here in a few days, although I am 
not sure, whose company makes chinaware, a great deal of chinaware, 
and who has a big factory. He was coming down here to Washington 
a short time ago and he stopped off at Pittsburgh. He was walking 
on the pavement and he saw a large set of dishes in a large department 
store window which dishes were for sale. He looked at the dishes. 
They were all of his designs. He thought he would go in and con- 
gratulate the owner of the store for selling his chinaware. He went 
in and asked him, “How much do you get for that chinaware down in 
the window?” He said, I think, $125.” 

This man said, ‘‘I do not see how you can sell that for $125, because 
of what it costs us to make them and we sell it to you for $275.” So 
they go down in front and find that that chinaware was made in 
Japan. This man finds his product copied by Japanese producers in 
Japan and sold in the United States for much less than this American 
producer’s price. 

I do not see why the Secretary of Commerce has to be unduly 
active in the interests of Japan when Japan takes care of herself 
pretty well. 

Let me ask you this question. Someone has prepared this for me. 
I will read it to you. Blown glass tableware was the subject of an 
escape-clause investigation in which three members of the Tariff 
Commission found the industry was being seriously injured by im- 
ports. Now, some of this same glassware is on the list of products 
which are to be considered in the Japanese trade agreements. Can 
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you tell me why this glassware is on this list for further tariff cuts, 
when the industry is already being seriously injured? 

I will read that again for you because I would like to get an answer. 
I would like for you to understand the question fully. 

Blown glass tableware was the subject of an escape-clause investi- 
gation in which three members of the Tariff Commission found that 
the industry was being seriously injured by imports. Now, some of 
this same glassware is on the list of products which are to be considered 
in the Japanese trade agreements. Can you tell me why this glass- 
ware is on this list for rurther tariff cuts when the industry is already 
being seriously injured? 

Secretary Werks. The escape-clause recommendation was not 
accepted by the President, as I recall it. The escape-clause recom- 
mendation of the Tariff Commission was not accepted by the Presi- 
dent. 

Mr. Jenkins. That is what I am wondering about, why he would 
not accept it under those circumstances. Why does he go ahead with 
it any further? 

Secretary Werks. I cannot answer that question offhand without 
looking it up. I will be glad to get the information for you, Mr. 
Jenkins. ' 

Mr. Jenkins. I would be glad if you would. 

Secretary Wunks. I will. 

(Secretary Weeks later submitted the following information:) 

A notice of intention to negotiate on paragraph 218 (f) of the Tariff Act was 
given. This paragraph refers to a large category of imports containing several 
items in addition to some of the items included in the hand-blown glassware 
escape-clause investigation of last year. The inclusion of this category in the list 
does not necessarily indicate an intention to negotiate on the whole categorv. It 
is entirely possible that after the peril-point findings have been analyzed, the 
decision will be to negotiate on a more limited group of articles included within 
the cetegory or for that matter not to negotiate on this category at all. 

Mr. Jenkins. In that connection, I want to say that in my district 
there is also located, I think, the biggest glass manufacturing plant in 
the United States. I may be mistaken about that. This company 
has several plants located in different places. That big company 
employs thousands of people. Maybe it is not thousands but it is 
hundreds out there in their big plant in my territory, and how many 
more in other places I do not know. There is a great industry and 
they are worried about what we are about to do. 

I want to impress you with that idea so that you might know, as 
Secretary of Commerce, that that is considerable commerce in this 
country. I want the Secretary to be advised with reference to it, 
and I may take the opportunity of talking personally with you, when 
I get more facts. 

Secretary Weeks. I will be glad to. 

The Cuarrman. Any further questions? 

Mr. Simpson of Pennsylvania, will inquire. 

Mr. Simpson. On page 8, your statement is: 

My personal experience has been in the manufacturing field where in some 
instances a protective tariff is indispensable. 

How do you know it is indispensable? 
Secretary Weeks. How do I know? 
Mr. Stupson. Yes. Have you lived through it? 
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Secretary Werks. Well, I know because I have lived through some 
of it and the wage differential that exists makes it necessary to have 
some protection. 

Mr. Stimpson. You were in that business. You know the business. 

Secretary Weeks. I ought to know something about it. 

Mr. Srmpson. You have had a lot of experience? 

Secretary Werks. I have had some experience in the manufacturing 
industry; yes. That has been all of my experience. 

Mr. Simpson. Then that sentence is based upon your personal 
knowledge? 

Secretary Werks. That is right. 

Mr. Srmpson. In preparing your paper, you being a protectionist, 
= tell us right out that there are some industries where there has to 

e protection? 

Secretary Werks. That is right. 

Mr. Stupson. And you base the knowledge of that industry upon 
your own personal experience. 

Secretary Werks. Yes, sir. 

Mr. Stmpson. Do you criticize or condemn people who come in 
here or us who speak in their interests who, based upon knowledge 
and experience as extensive as yours, say with respect to their industry 
that they, too, need protection? 

Secretary Werks. I certainly do not criticize anybody who takes 
that position. 

Mr. Simpson. But you expect us to agree with you with respect to 
your industry. You then ask us not to agree with respect to the 
textile or the woolen industry? 

Secretary Werks. I do not ask that in detail, Mr. Simpson. 

Mr. Simpson. You do not spell it out; no. 

Secretary Wrenxs. What I say is that we have had, and I hope 
we may continue to have, a system of reciprocal trade treaty agree- 
ments under which you have protective features and procedures 
which may be invoked. I will take the President’s words in his first 
State of the Union Message again. He does not propose to neglect 
the legitimate safeguarding of the domestic industries, agriculture, 
and labor standards. I simply say, again, that in this procedure 
which is recommended and urged is the procedure that we have been 
recently accustomed to which I think has worked out well. I think 
we ought to go ahead with it and, at the same time, in my, you might 
say, dual capacity I hope to help industries export. If any industry 
in this countiy is in serious danger I hope to be able to do something 
under these protective clauses. 

Mr. Stupson. Do you have all the protection you want in the 
silverware field? 

Secretary Werks. Well, I have been out of that business now for 2 
years, actually out of touch with it. We were not disturbed at the 
time that I left it. I am not prepared to say today exactly what the 
picture is. But I think the style factor enters mto that to such a 
degree that there is no great difficulty at the present time. 

I should not say so, because I am not up to date on the industry. 

Mr. Srmpson. It is not one of the items on which they will negotiate 
with the Japanese; is it? 

Secretary Weeks. I do not know whether that was on the list or 
not. 
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(Secretary Weeks later supplied the following information:) 


Silverware is not included on the list of products which the United States has 
given notice that it may negotiate with the Japanese. 


Mr. Stmpson. Does your representative sit in the group that deter- 
mines the list that will be negotiated? 

Secretary Wrerxs. Yes. In the Commerce Department we have 
an Assistant Secretary for International Trade and an Assistant Secre- 
tary for Domestic Affairs. They represent, you might say, the two 
viewpoints. Hach of those entities of the Department of Commerce 
is and will be represented in the GATT negotiations. 

Mr. Stupson. In the Japanese negotiations? 

Secretary Werks. In the GATT negotiations. 

Mr. Stmpson. [ still do not understand. Were they those who 
helped pick the list of items to be negotiated upon? 

Secretary Wrerxs. We participated in that in the proceedings, all 
the way through. Whatever has been done, we have participated in. 

Mr. Srmpson. Do you approve of including in those items for 
possible further cuts items such as Mr. Jenkins mentioned, hand- 
made blown glassware, where the Commission split 3 and 3 as to 
whether the industry was being seriously damaged? That item is one 
that is included and will be further cut, possibly, nm the negotiations 
with Japan. It does not make sense. Do you approve of that? 

Secretary Werks. In the first place, when the peril-point findings 
are made available to the President, then it will be decided, finally, 
what items go on the list. Then, even if they are on the list, it does 
not mean that they may be negotiated upon, but there may be no 
changes made. 

Mr. Simpson. All it means is that that industry is on pins and 
needles, very uncertain, in great danger, and fear some of what may 
happen throughout this whole proceeding. I just cannot think that 
anybody paid any attention to the preparation of this list who had a 
real interest in the effectiveness of the cuts. You could not do it; you 
did not do it. You delegated that to someone else. I would like to 
know who those people are. 

Secretary Wrerxs. Mr. Simpson, the list is not finalized until the 
peril-point findings are made available to the President. 

Mr. Stmpson. That is right. 1 understand that. 

Secretary Wxnrks. So there is nothing finalized as yet. And, even 
so, this legislation does not affect it. All of that is being done under 
the present statute. 

Mr. Simpson. I cannot imagine you, with a threat hanging over 
your head, putting any money into the handmade blown-glass business 
in the United States or in the textile business, if you feared they were 
going to trade away your advantage in these negotiations. I object 
to the long period of time during which industry is made nervous by 
the practice of including in the list items where I believe commonsense 
would show there was no chance of their being any cuts made, if the 
people sincerely looked into the business. You have included, too, 
the matter of petroleum, oil. On the basis of what has happened in 
Pennsylvania, where there is great eneenpeoymne, do you attribute 
any of that unemployment to excessive imports? 

Secretary Werks. I again refer to the figures, that the imports 
up to date, manufactured imports, are about a billion and a half, and 
the manufactured exports are about 9% billion. 
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Mr. Smupson. That does not prove anything to my way of thinking. 
I see people unemployed and every evidence indicates that they are 
unemployed because the article that they used to produce is no longer 
used because of imports. 

Secretary Weexs. Have these people made their applications for 
escape-clause procedures? 

Mr. Simpson. I do not know about that. They are hungry, they 
are starving, and they cannot buy a great deal. These aioe have 
applied through their labor organizations for relief and they do not 

et it. If you go into certain parts of Pennsylvania, and I hope you 

ave, you will see the unemployment there. In the meantime, I am 
told that they are very prosperous in other areas of the world, and 
that our manufacturers like to ship radios, automobiles, and so forth 
into those other parts. But they cannot ship them and cannot sell 
them in these areas in Pennsylvania. 

Secretary Werks. I can only repeat, Mr. Simpson, that I am not in 
favor of having industries in this country badly damaged. 

Mr. Simpson. That is right, but here is a bill which at least includes 
items wherein already a branch of government has, by a divided vote 
of 3 to 3, said that the industry was seriously damaged. Yet it is 
included for further possible cuts. I do not know who is administering 
that kind of a policy. I know you are not, as an individual, nor is 
Mr. Dulles. I have a long list of people who are the ones who do it. 
I want to tell you that they do need some close, personal supervision, 
and I hope that you will make it a No. 1 matter. 

Secretary WrerExks. What was that last statement? 

Mr. Simpson. I hope you will make it a No. 1 matter of your 
office to see to it that your views expressed here in behalf of American 
business are carried out so far as your representatives can carry them 
out, in connection with these negotiations. 

That is all I have. 

The CuarrMan. Are there any questions over here? 

Mr. Karsten, of Missouri, will inquire. 

Mr. Karsten. Mr. Chairman, I am somewhat disturbed by the 
Secretary’s statement about his personal experience. 

Secretary Werks. You are somewhat what? 

Mr. Karstan. I am somewhat disturbed about your statement, on 
page 8, of your personal experience. I wonder if you can elaborate 
on that personal experience, on which you base the statement that 
a high protective tariff is indispensable. 

Secretary Werks. Mr. Congressman, I did not say a high protective 
tariff. I said in some instances a protective tariff is indispensable. 

Mr. Karsten. Could you enumerate those for me, sir? 

Secretary Werks. Could [I list industries, for example? 

Mr. Karsten. Yes. Could you just give me a general idea of 
what you mean by this? Why is that so? 

Secretary Werks. I mean in an industry where the labor factor is 
a high factor as an element of the cost, and where it is in competition 
with a very much lower labor factor abroad, some protection is 
indispensable, as I say. 

Mr. Karsten. Could you give me 4 or 5 specific examples of what 
you have in mind? 

Secretary Werks. Well, I suppose the textile and chemical indus- 
tries. I would have to get out the list of the tariffs as they now 
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stand. That would indicate it to you. Textiles and chemicals are 
what quickly come to my mind. 

Mr. Karsten. Mr. Secretary, do you personally favor this bill, 
from a personal standpoint, as distinguished from an official stand- 
point? ' 

Secretary Werks. I personally favor it. 

Mr. Karsten. You personally favor it? 

Secretary Weeks. I do. 

Mr. Karsten. As it is written, with no amendments, but as a con- 
tinuation of the old law, you do favor it? 

Secretary Werks. I favor H. R. 1, personally and officially. 

Mr. Karsten. Thank you. 

The CuarrmMan. Are there further questions? 

Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. Mr. Secretary, many of the leaders of the textile 
industry are upset by this bill, in my opinion unnecessarily so. If the 
bill should pass, would not your Commerce Department representa- 
tives on the tariff negotiating committee resist suggestions to lower 
tariffs on such articles as handicraft textiles and other textiles, where 
labor is an important factor in the cost, those industries which might, 
as you suggested earlier, be greatly injured by tariff reduction? 

Secretary Wenxs. My judgment is, and my hope is, that our 
negotiators are not going to negotiate in such a manner as to bring 
great injury to American industry. 

Mr. Kean. I am speaking especially of the negotiators from your 
Department. 

Secretary Weeks. I am sure that they will take that attitude. 

Mr. Kean. You will have some influence over them? 

Secretary Werks. We do talk these things over together, and I 
hope we find a community of spirit. 

Mr. Stmpson. Mr. Chairman? 

The CuarrmMan. Mr. Simpson, of Pennsylvania, will inquire again. 

Mr. Simpson. That takes care of your representatives so far as 
textiles are concerned. I would like to ask you about bicycles. 
How would you instruct them in that regard? i rill ask you about 
a lot of other things then. Will you instruct them in those instances 
how they were to vote? 

The CuatrMan. I do not expect to instruct them on how to do 
anything. They go over there as representatives. They know the 
picture and they will use their best judgment. 

Mr. Stimpson. That is right. They go over there, and you give no 
assurance to any industry, whether it is textiles or anything, before 
they go as to whether they will be covered or not. 

Secretary Weeks. The only assurance that industry can get is 
that Americans represent them at the negotiating table, and I should 
expect that they would, under our present procedures, do a good job 
representing them. 

Mr. Simpson. Do you think they have done a good job to date? 

Secretary Werks. Not always. 

Mr. Simpson. Of course they have all been done by the Democrats 
before, have they not? We were told yesterday that all the negotia- 
tions in the past were done when the Democrats were in power. 

Secretary Wxnexs. I do not know what the record is in the last 
2 years. | should have to look that up. 
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Mr. Simpson. I am telling you correctly on that. Of course, this 
being a Democratic bill, we will administer it and do a better job, is 
that your thought? 

Secretary Wueks. I am quite confident we will do a better job. 

Mr. Foranp. Mr. Chairman? 

The Cuarrman. Mr. Forand, of Rhode Island, will inquire. 

Mr. Foranp. Mr. Secretary, I greet you as a fellow New Englander, 
and realize you are quite familiar with our headaches in New England. 
You have mentioned something about protection for the textile 
industry. I also want to call your attention to the jewelry industry. 
As you know, the so-called low priced jewelry industry has its heart 
in Rhode Island and southern Massachusetts. There is also the 
lace industry, of which 90, out of about 108 manufacturing plants 
in this country, are located in New England. Those are industries 
that are really hard hit and need protection if protection is going to 
be given to any industry. Right now, people are very, very fearful 
that any action that may be taken by this committee and by the 
administration insofar as the treaty with Japan is concerned is going 
to be most damaging. I do not want to put you on the spot and ask 
“Do you agree or do you disagree with me’? But I would like to 
have an expression from you as to what our people in New England 
might expect in these negotiations, particularly on textiles, jewelry, 
lace, and rubber footwear. 

Secretary Werexs. Mr. Forand, under the procedure, the peril 
point findings first come into play after American businessmen have 
their day in court before the committee on reciprocity information. 
When you go into these negotiations, these multilateral negotiations, 
sadeiaiie if you expect to accomplish anything, there has to be 
some give and take. But as industries that may be affected present 
‘ their evidence to the committee on reciprocity information, I should 
expect the committee, if the evidence is overwhelming, to certainly 
take very careful notice of what that evidence consists of, and be 
governed accordingly in the negotiations which come later on. 

Mr. Foranp. Insofar as the peril point is concerned, that is to be 
taken into consideration before the negotiations, is that correct? 

Secretary Werks. That is right. 

Mr. Foranp. Then the escape clause is supposed to bring them 
relief if a mistake has been made, so to speak, or if a development so 
warrants. But I believe you will agree with me that our experience 
under the escape clause has not been a very satisfactory one. I will 
go so far as to say for the record that the textile industry has reached 
the point where they do not even want to file an application for 

; invocation of the escape clause because they feel it is futile, that they 

! are licked before they start. The great disturbance up there in New 
| England at the moment seems to be the fact that this committee is 
now considering extension of the reciprocal trade agreements even 
before final settlement is made on GATT, which is scheduled to come 
very shortly. The great fear is expressed that we may act just a little 
too soon on reciprocal trade agreements extension and find ourselves 
in the bag by the time GATT comes along. 

It is a very disturbing factor. I am making this statement publicly 
so it will be in the record, and so that you, as a representative of the 
administration, may be aware of it. And I have no doubt you are 
already aware of it. 
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Have you any further comment on that? 

Secretary Weeks. No, unless you have a further question, Mr 
Forand. 

Mr. Foranp. No, that is all. 

The Cuarrman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Mr. Secretary, about the middle of page 6 in your 
statement you put your finger on the crux of the problem that H. R. 1 
presents to this committee. You do it by quoting from President 
McKinley, and then making your own statement on that quote. I 
am going to read it: 

If perchance some of our tariffs are no longer needed for revenue— 


and of course they are not, because our tariff revenue is less than a 
half percent of our total income now. It is insignificant— 


or to encourage and protect our industries at home, why should they not be 
employed to extend and promote our markets abroad. 


Your remark on that quote is this: 
If these words were valid in 1901, they are much more so in the year 1955. 


I agree entirely with your statement. If they were valid then, they 
are valid now, and even more so— 


and to encourage and protect our industries at home. 


That is the crux of this whole problem that confronts us. That is 
the one thing that I expect to keep in my mind, when I am voti 
on this bill, because our industries at home have not been encourag 

and protected for 21 years. That is, ever since the reciprocal trade 
agreements have been adopted. 

I am afraid they will not be encouraged and protected from now on 
if we extend it. I am serving notice now that I am absolutely opposed 
to its extension. 

That is all, Mr. Chairman. 

The CHAIRMAN. Any further questions? 

Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapak. Mr. Secretary, several of my colleagues on the 
committee have mentioned your experience as a manufacturer. 
Based on that experience in which you are intimately familiar in the 
development of special skills, in which there is a long apprenticeship, 
and then it takes quite a long time to become an expert in fields of 
precision, fine instruments, you state that you are for this bill because 
it is still subject to procedural safeguards, including the peril-point 
and escape-clause provisions of the existing regulations. 

I want to say at the outset that I want to cooperate with you and 
the administration on this bill. However, I am_ tremendously 
concerned about the need, the preservation, the stockpiling, if you 
will, of these particular skills that might be necessary in case of an 
emergency. I am not at this time going into the dh New England 
picture mentioned by my colleague, Mr. Forand. 

We have in Connecticut and New England the manufacture of 
surgical instruments, optical instruments, and jewel bearings, among 
others. In these industries it takes quite a long time before we have 
the skilled technician. Though we have the peril point and the 
escape clause, and they can have their hearings and there might be 
some help given to them, I am worried that if a continuation of the 
reciprocal trade agreements is allowed these particular industries 
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will be seriously affected and, also, therefore, the particular people 
having these special skills will be out of work and we will not be 
able to bring them in in the case of an emergency. 

Could you, as an experienced manufacturer, and also as Secretary 
of Commerce, comment on what I am trying to present here? 

Secretary Wnexs. Mr. Congressman, your remarks, in my opinion, 
are very much to the point. [I would remind you that in the watch 
case, so-called, the presence of unusual skills was at least a collateral 
factor in the decision that was made in that case. I believe it was 
very strong. In fact, we are working on proposals, which I hope may 
come forward before too long, to take a very careful notice of the 
unusual skills that you refer to, and which are available particularly 
in the precision instrument field. It takes anywhere from 5 to 10 
years to make a particular carftsman skilled in his profession as a 
toolmaker in some of these industries. I think, myself, that there is 
danger in some fields of our economy, where we just have to do some- 
thing about protecting those skills. They cannot be made available 
overnight. 

Mr. Sapiax. We have the protection or stockpiling of strategic 
materials. In my estimation, we ought to have a stockpile, at least 
an availability, of these skills in the case of an emergency. I am 
wondering whether we ought to have an amendment added to this 
particular bill to have that safeguard. 

Secretary Werks. We are studying that at the moment. My own 
personal hope is, whether it will come off this way or not, that there 
may be some amendment or whatnot attached to the Defense Pro- 
duction Act that would take cognizance of the situation you describe. 

Mr. Sapuak. I am delighted to learn that you are thinking along 
these lines, and I congratulate you. I am ready to cooperate in 
every way. 

The CuarrMan. Are there any further questions? 

Mr. Curtis of Missouri, will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Secretary, I am prefacing a rather long question 
with a remark first. I say the Reciprocal Trades Act is essentially a 
formula for delegating powers of the Congress to the executive branch 
of the Government. When the power was in the hands of the Con- 
gress, American businessmen and American labor knew where to go 
and how to present their cases. Under the Reciprocal Act formula, 
there are certain means granted—and I am using some of your lan- 
guage on page 7— 


to protect the American producer against injudicious administrative action. 


You refer to certain of these in your statement on page 7. 

For example, the escape-clause action and the Tariff Commission’s 
developing the peril-point findings. 

I am concerned with the administrative procedures that have been 
set up in your Department to provide machinery whereby the Amer- 
ican producer can have his case presented. I am familiar, of course, 
with this Executive order establishing your Reciprocity Commission, 
the Committee for Reciprocity Information. I asked the Secretary 
of State yesterday if he would be kind enough to supply for the 
record what procedures he has established in his Department to 
enable the American producer to present his case before action was 
taken or even contemplated. He, naturally, stated among other 
things, that he relies on your Department for help. 
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So, if you could supply for the record a rather comprehensive 
statement of the administrative procedures that have been set up 
in the Department of Commerce to attain these ends, I would appre- 
ciate it very much. 

(The following information was later submitted :) 

The Department of Commerce is represented on the Trade Agreements Com- 
mittee and the Committee for Reciprocity Information by the Director of the 
Office of Economie Affairs of the Bureau of Foreign Commerce. It is represented 
on each country committee by a country specialist of that Office. Each of these 
representatives is under instructions to consult fully with the industry specialists 
of the BDSA before taking departmental positions as to whether items should be 
considered for negotiation. These industry specialists are in touch with our in- 
dustries and have detailed familiarity with the conditions of those industries from 
the domestic production and sales points of view as well as from the point of view 
of imports and exports. Not only this, they are constantly receiving representa- 
tions from their industries as to the effect of foreign trade on those industries. 
Moreover, they have access to the briefs filed before the Committee for Reciprocity 
Information as well as the Tariff Commission. Accordingly, they are in a position 
to express an informed industrial point of view to our representatives on the Trade 
Agreements Committee and its country subcommittees. After this consultation, 
our representatives are under instructions to give the most careful consideration 
to the direct presentations of industry before the Committee for Reciprocity In- 
formation to the views expressed by industry in meetings with our representatives 
and to the views of these industrial specialists. Moreover, I have arranged that 
the determinations of the Trade Agreements Committee are to be personally 
reviewed by the Assistant Secretary for Domestic Affairs as well as the Assistant 
Secretary for International Affairs with a view to determining those instances in 
which the Department wishes to appeal to the President from the decisions of the 
Trade Agreements Committee. I may assure the Congress that it is my intention 
to make the views of this Department known to the President in those cases where 


in our judgment the industry needs the measure of tariff protection presently 
afforded it. 


Mr. Curtis. Incidentally, I have been supplied by the staff with 
the Executive Order No. 10082 of October 5, 1949, which set up the 
Committee for Reciprocity Information. I am curious to know 
whether that order has been amended since then. I would like to get 
the latest Executive order that sets up the Commission, and any .other 
orders that pertain to it for the record. 

I would ask, Mr. Chairman, if it meets the approval of the com- 
mittee, to have that order and any other orders that pertain thereto 
placed into the hearings. 

The CuartrmMan. Of course without objection the gentleman’s re- 
quest will be granted. However, does that in any sense duplicate the 
request made yesterday for certain Executive orders? 

Mr. Curtis. It might. I think, of course, we only want one, but 
there may be other Executive orders pertaining to this. I am most 
anxious that the committee get these. 

The CHarrMan. Without objection, the request of Mr. Curtis is 
granted with the understanding there will be no duplication in the 
submission of Executive orders. 

(The material referred to was submitted by the Department of 
State and appears on pp. 91-96.) 

Mr. Curtis. There is one other question I would like to ask the 
Secretary. 

The information of protective techniques used by other countries, 
Mr. Secretary, largely comes from the detailed experiences that 
American producers have had in actually dealing with them. Does 
your Department collect this information for its own information and 
also pass that on to the State Department? 
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Secretary Weeks. Yes, we do. We have a vast quantity of infor- 
mation. We will be very glad to make it available to you. 

Mr. Curtis. That is what my next question would be. If this in- 
formation is available on the protective techniques in present use by 
the 40 foreign countries we have trade agreements with today, I would 
like to have it made available to the committee. 

Secretary Wrexs. Certainly. 

(The information referred to follows:) 


Most of the countries with which we have trade-agreement relations use pro- 
cedures for limiting imports in addition to their tariffs. Such procedures as 
import controls, exchange controls, and multiple-currency practices are usually 
defended on the ground that they are necessary to protect the balance of payments 
position of the country concerned. The GATT and the articles of agreement of 
the international monetary fund attempt to confine the use of these nontariff 
procedures to specific situations, particularly those which can be justified on 
financial grounds. However, controls which are imposed for financial reasons 
frequently have a protectionist effect. A brief statement as to the nontariff 


procedures employed in each of the countries with which we have trade-agreement 
relations follows: 


Argentina 


Import controls, based on exchange permits, are protective insofar as agricul- 
tural products are concerned. However, on the whole, they are aimed more to 
conserve dollars and to direct trade in the direction of its commercial agreement 
commitments. 


Australia 


Australia maintains import restrictions for balance of payments reasons. 

Also, the Australian Government has provided for payment of bounties on such 
products as tractors and sulfur in order to make domestic production more com- 
petitive with imports. 

Austria 


All dollar imports except passenger automobiles still require a license. The 
existence of import licenses protects domestic production from foreign competition. 

As the dollar position has improved, individual import licenses have been more 
freely granted. 


Belgium-Luzembourg 


Under the present Belgium-Luxembourg import-licensing system, a wide 
number of agricultural items are subject to license regardless of the country of 
origin. In addition, there are import restrictions on a small number of nonagri- 
cultural items originating in the dollar area. This group includes coking coal, 
borax, nylon stockings, precious stones, and assembled automobiles. These 
restrictions protect domestic industry and are not applied for balance-of-payments 
reasons. The Belgian turnover tax, applied on imports at rates ranging between 
1 and 11 percent, is a tax intended to compensate for taxes levied upon domestic 
producers, This tax is levied on goods from all countries. Luxembourg imposes 
a flat 2-percent sales tax on all imported goods. These taxes increase the costs 
of imported goods and consequently improve the competitive position of domestic 
producers. 


Brazil 
The controls, import licenses issued after purchase of exchange at auction, are 
protective to the extent that many products are now manufactured in Brazil. 


Controls also administered to restrict imports from dollar countries due to present 
exchange crisis. 


Burma 


Import and exchange licenses are required for all imports. There is no indi- 
cation that Burma has resorted to any protective devices other than tariffs to 
protect its own minor industries. 


Canada 


In addition to specifying rates and valuation practice, the Canadian tariff 
embodies prohibitions on a few special categories of goods, including used auto- 
mobiles of other than the current year’s production. The Export and Import 
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Permits Act gives the Government power to control imports of price-supported 
goods and under this authority butter is now subject to license. The Wheat 
Board licenses imports of wheats, oats, barley, and their products. The Dairy 
Products Act prohibits the import of oleomargarine. Canadian provinces have a 
monopoly of the sale of alcoholic beverages; some do not import United States 
whisky and wine and none import United States beer. 


Ceylon 


Ceylon’s import licensing and exchange control system does not appear to have 
any special protective features. Under the Industrial Products Act of 1948, 
however, certain products from abroad can be imported into Ceylon only if pur- 
chases of similar local products are made in a specified ratio to the quantities 
imported. In 1954, cotton banians, towels, sarongs, plywood chests, glassware, 
and rubber footwear, were declared to be regulated products. This protective 
practice has been authorized under a special provision of the GATT relating to 
underdeveloped countries. This provision is up for review at the present session 
of GATT in Geneva. 

Chile 


Controls take the form of import licenses, with exchange granted automati- 
cally. These controls are imposed for balance of payments reasons but have 
incidental protective effects. 

Cuba 


No general controls. Import licenses required only on certain beans, potatoes, 


condensed milk, wheat, rice, tires, and tubes. This system involves varied 
degrees of protection. 


Denmark 


Denmark has controlled-dollar imports by a strict licensing system for many 
years, but has just removed licensing requirements for some 38 percent of this 
trade. For the remainder of dollar-imports licensing reauirements are so admin- 
istered as to give a considerable measure of protection in many lines, while the 
existence of the system, and the formalities of its operation in themselves afford 
a certain amount of protection. 


Dominican Republic 


Import licenses required only on wheat, wheat flour, rice, fertilizers, and radio- 
transmission apparatus. The system involves some element of protection. 


Ecuador 


Import license controls used to limit and channelize imports. They are imposed 
primarily for balance of payments reasons. 


El Salvador 
No controls. 


Finland 


Finland requires licenses for all imports and permits importation only of those 
dollar commodities urgently needed by domestic enterprise, with a particular view 
to conserving dollar exchange to the fullest possible extent. 

The existence of this system, and the fact that exchange is allocated periodically 


rather than on a current basis, holds down imports and thus has a protectionist 
effect. 


France 


France controls all dollar imports by an import-licensing system, primarily for 
balance-of-payments reasons. The very existence of an import-licensing system 
in France, which is a major producer of manufactured goods, protects French 
industry from foreign competition to some extent. Licensing authorities make 
case-by-case decisions. 

France imposes a temporary special compensatory tax on certain imports from 
all foreign countries at rates ranging from 7 to 15 percent. The goods subject to 
this tax can be imported into France from most European countries without 
quantitative restriction. The French admit that tax is a protectionist measure, 
but say it is temporarily needed because some French costs are currently out of 
line with world prices. The contracting parties to the General Agreement on 
Tariffs and Trade have recommended that France remove the tax as soon as 
possible. 
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Federal Republic of Germany 


Western Germany requires import licenses for all imports. Licenses for 
dollar imports are granted automatically for 3,800 commodities of a total in the 
customs classification of 6,000. The remaining commodities are licensed on a 
vase-by-case basis. Further liberalization measures are under consideration for 
1955. The present degree of liberalization is considerably higher for industrial 
raw materials and products than for agricultural products. The existence of an 
import-licensing system protects domestic production from foreign competition 
to some extent. 

The restrictive policy toward imports of United States coal, effective since the 
summer of 1953, was somewhat relaxed in December 1954, when licenses to 
import DM40 million of United States coal were announced, provided payment 
was made in a nonconvertible currency. Bringing United States coal into 
Western Germany through such a switch transaction normally adds about 50 
cents per ton to the price. 


Greece 


Over 90 percent of all imported commodities are free from import control. 
Only a few items, namely, certain machinery and luxury products, are subject 
to import controls. In addition to an excise tax on imported goods, which in 
theory is compensated for by a tax on domestic goods, Greece levies a luxury tax 
on certain items which do not fall into the general category of luxuries. 


Guatemala 
No controls. 
Haiti ; 


Import licenses required on a few commodities, with an element of protection 
involved only on tobacco imports. 


India 


While India has established import restrictions in the form of quotas and 
licensing requirements, these restrictions have been imposed for balance-of-pay- 
ments reasons. In application, however, they tend to be more severe where a 
domestic industry is considered to be serving the needs of the market. Thus, some 
imported goods which might compete with the Indian product are either pro- 
hibited or curtailed through the use of import licensing or quota devices. It is 
to be noted that import restrictions have been somewhat relaxed recently. 


Indonesia 


The following import restrictions are currently applied on a nondiscriminatory 
basis and for reasons of balance-of-pay ments difficulties: 

Exchange controls: Except for special cases (particularly receipts and expendi- 
tures of petroleum companies) foreign-exchange transactions are controlled by the 
Government. Level of official exchange holdings largely determine the rate of 
import authorizations. Various effective exchange rates are applicable to pay- 
ments of imports, depending upon degree of essentiality. All imports are classified 
into 5 categories with surcharges ranging from 33% to 200 percent assessed accord- 
ing to category, thereby establishing these multiple effective rates of exchange. 

Import licensing: In general, an import license must be obtained prior to im- 
portation of goods. An advance deposit of 100 percent of the c. i. f. value for 
general imports and 75 percent for certain raw materials and capital goods is 
required before the license is issued 

Although there is an element of protection which derives from the above con- 
trols, it is believed that these particular ones can be justified for balance-of- 
payments reasons. 


Italy 


Italy controls all but about 23 percent by value of United States imports by 
an import-licensing system for which Italy offers as justification balance-of-pay- 
ments reasons. Dollar licenses for controlled items are granted on a case-by-case 
basis for essential imports not available from nondollar sources or available from 
them only at considerable price disadvantage. ‘The 23 percent of dollar liberaliza- 
tion includes no finished producer or consumer goods, and consists mainly of coal, 
petroleum, and ferrous scrap. 

The new Italian compensatory import tax, ranging from 4 percent to 1 percent 
ad valorem ec. i. f., although related to the Italian internal transaction tax, is 
reported to be intended partly as a protective device. It is in addition to the 
sales or transactions tax on imports. 
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Netherlands 


The Netherlands maintains an import-licensing system applicable to all imports 
from all areas; but licenses are issued automatically for nearly all items from 
the dollar area as well as from other countries, except for some agricultural and 
horticultural products and a few manufactured articles. In instances where 
import licenses are denied such action is usually influenced by protectionist 
considerations. 

The Netherlands levies a turnover tax, in addition to the Benelux import 
duties, on nearly all imported items. The Dutch maintain that this device 
compensates for the turnover taxes to which goods produced in Holland are 
subject each time they change hands (whether for processing or distribution) 
and thereby enables domestic goods to compete on an even basis with similar 
items imported from abroad. However, the turnover tax on imports may exceed 
the turnover tax on domestically produced goods by as much as 7 percent. In 
such instances the turnover tax on imported goods would appear to provide some 
protection to domestic producers. 


New Zealand 


Import licenses are required for all dollar imports except for those specifically 
exempted. The list of dollar commodities requiring import licenses has recently 
been increased. While the licensing system was imposed for balance-of-payments 
reasons, it incidentally affords protection to domestic industry. The Board of 
Trade set up in 1950 for the purpose of advising the Government on tariffs and 
trade negotiations and import licensing have on a number of occasions taken 
the position that “‘there are cases where the existence of a nil or low tariff will 
justify the deferment of delicensing pending inquiries or in some cases until the 
tariff on the item is reviewed.” 


Nicaragua 


Controls by import licenses used for application of higher exchange rate for 
less essential goods. No protection involved. 


Norway 

Import licenses are required by Norway for all imports from the United States 
and other dollar area countries. This import-control system is maintained 
primarily for balance-of-payments reasons. In general the availability of dollar 
exchange has governed the granting of import licenses. The very existence of 


an import-licensing system protects Norwegian industry from foreign competition 
to some extent. 


Pakistan 


Pakistan’s stringent import quotas, licensing requirements, and exchange 
controls have had the effect of protecting certain domestic industries. It should 
be noted, however, that the current restrictions are imposed primarily to conserve 
foreign exchange. The critically low level of Pakistan’s foreign-exchange reserves 
had forced severe cuts in imports—particularly nonessential and locally produced 
items. However, there has recently been some liberalization of these restrictions. 


Paraguay 


Exchange controls operated to administer differential exchange rates and to 
channelize trade. Little or no protection involved. 


Peru 
No controls. 


Federation of Rhodesia and Nyasaland 


As a member of the sterling area the Federation has discriminatory import 
controls, operating through a system of currency allocations (that is, dollar, 
nondollar, nonsterling). These controls have been justified by the Federation 
as being necessary for balance-of-payments reasons. 


Sweden 


On October 1, 1954 Sweden released a wide range of commodities of dollar area 
origin from import license requirements. The announced purpose of this relaxa- 
tion was to increase competition in the Swedish market and thereby bring about 
a reduction of prices of domestic and imported products. Sweden continues to 
control other dollar imports by a licensing system for balance-of-payments 
purpose. The system affords incidental protection to Swedish producers of 
products for which licenses are still required. 
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Turkey 
Turkey exercises an exchange control for balance-of-payments reasons over 

imports which limits all imports to specified lists of goods. Turkey also has 

placed a heavy tax on certain imports, the proceeds from which go to a fund for 

subsidizing exports of agricultural products. 

Union of South Africa 


Import controls operating through a system of import quotas and commodity 
restrictions, and justified on balance-of-payments grounds, have accorded pro- 
tection to local industry since 1948. Since January 1, 1954, the import controls 
have been nondiscriminatory insofar as country of origin is concerned. Moreover, 
in recent months a policy of ‘‘selective relaxation and decontrol”’ has been adopted 
by the Union Government in consequence of an improved balance-of-pay ments 
position. 

United Kingdom 

During the postwar period, the United Kingdom has maintained a strict system 
of control over imports through import licensing. The basic purposes of the 
licensing system as it evolved during the early years of the war were the mainte- 
nance of an even flow of supplies of essential goods (raw materials and foodstuffs) 
for the home market, and the saving of foreign currency with which to pay for 
these essential goods. In the postwar period, the United Kingdom has retained 
this system of licensing ostensibly for balance-of-payments reasons although there 
has been some doubt as to whether the restrictions on a number of products were 
not in fact maintained for protectionist purposes rather than to alleviate balance- 
of-payments difficulties. 

Some relaxations have been made in restrictions recently, with the improvement 
in the United Kingdom’s balance-of-payments position, aided by favorable terms 
of trade and other factors, and the rise in the gold and dollar reserves. Thus far 
approximately 50 percent of its trade with the dollar area has been liberalized. 
Uruguay 

Import license controls used to channelize trade to soft currency countries. 
While the system was imposed for balance-of-payments reasons it has an incidental 
protective effect. 

Venezuela 
No controls, 


Mr. Curtis. Now, I have one final comment. Perhaps it will 
point up what is disturbing me and will show why I am asking for 
some of these administrative details on how American industry and 
American labor can have their cases presented ahead of action or, 
certainly, even ahead of contemplated action that would affect them. 
I remember, I think, 2 years ago where we had the case of an Icelandic 
fish and his Pacific cousin. Apparently a trade treaty had been nade 
with Iceland in regard to this fish, which no one seers to be much 
concerned about catching except the people in Iceland. So we 
entered negotiations and a treaty was made with Iceland. This 
same fish, though, has a cousin out in the Pacific which is sought after 
by our Pacific coast fishermen. 

Under the most favored nation’s clause, this treaty of Iceland then 
became binding as far as this related fish in the Pacific waters was 
concerned. Apparently, our fishing industry on the west coast 
had no opportunity of participating ahead of time in the consideration 
of the trade agreement that actually bound them in regard to the fish. 

I simply illustrate where my worry comes from, and whether 
we do have the proper techniques set up so that that sort of thing 
cannot happen. Maybe we would have wanted the trade agreement 
anyway, but certainly the fishing industry on the west coast should 
have had an opportunity of presenting their case before the agreement 
with Iceland was entered into. 
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I might add I am from Missouri, Mr. Secretary, and we are only 
concerned with the catfish in the Mississippi. But I am concerned 
with these techniques. 

Secretary Wzexs. I will get that information, sir. 

(The information requested appears on p. 180.) 

The CHarrMan. Are there any further questions? 

Mr. Jenkins. Mr. Chairman? 

The CuarrmMan. Mr. Jenkins, of Ohio, will inquire again. 

Mr. Jenkins. Mr. Chairman, I should like to make this one obser- 
vation and maybe ask a question. I am glad that the Secretary has 
made reference to Mr. McKinley, who we all recognize as having been 
the father of reciprocity from its very beginning. His theories have 
been well founded and well followed ever since. 

I want you, if you will, to follow this statement made by Mr. 
McKinley in your statement where you quote him. He says this: 

We should take from our customers such of their products as we can use without 


harm to our industries and labor. Reciprocity is the mutual outgrowth of our 
wonderful industrial development under the domestic policy now firmly estab- 


lished. 
In other words, the McKinley reciprocity program was well estab- 


lished on that basis, that it should bring no harm to any industry or 
labor. 


That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

If not, Mr. Secretary, we thank you for your appearance and the 
very helpful and valuable information you have given the committee. 

Mr. Rerp. Mr. Chairman, I join in that sentiment. 

Secretary Wrerexs. Thank you, sir. 

The CHarrMAN. The next witness is Secretary Wilson. 


STATEMENT OF HON. CHARLES E. WILSON, SECRETARY OF 
DEFENSE 


The Cuarrman. Mr. Secretary, if you have anybody with you 
that you desire to appear at the witness table, you are at liberty to 
have them join you and refer to them at any time you may desire for 
any detailed information. 

Mr. Secretary, the committee extends to you a most cordial welcome. 
We are delighted to have you present with us. You are now recog- 
nized to make your statement without interruption. 

Mr. Witson. Mr. Chairman, and gentlemen of the committee, 
I am very glad to have this opportunity to appear before your com- 
mittee in support of the bill to extend the Trade Agreements Act. 
The Defense Department is very interested in this important matter 
because we realize that military strength is not the only thing neces- 
sary to counter Communist aggression and establish a condition of 
world peace. 

It is important that we keep in mind the fact that the Communist 
threat in the world today is based upon more than an outright military 
threat. It includes an equally serious threat in the economic, the 
political, and the propaganda areas. The ideal thing would be for 
the-people of the various nations of the world, and particularly of the 
free world, to develop the resources of their countries, producing the 
things they can do the best and exchange such goods and services 
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with other nations. In this way, the living standards of all nations 
can be raised more rapidly than if each nation tries to live on its 
own production and resources alone. 

The peoples of no free nation should be so restricted to the particu- 
lar resources and production available in their own countries that they 
cannot balance their economies and maintain basic living standards 
for their people. To achieve this result, trade barriers should be re- 
duced to the extent practicable and all artificial restrictions eliminated. 
I personally believe that the passage of H. R. 1 will be an important 
step in this direction. 

Much of the friction and strife between peoples and nations in past 
decades and centuries came about because of the effort to control land 
areas in order to have available food production and other natural 
resources and in order to control markets. Increased trade between 
peoples and nations would increase understanding between such 
peoples or nations and importantly contribute to world peace. 

Nations also attempted to be self-sufficient in order to improve their 
national security. Our established agreements with our allies, and 
the United Nations itself is an effort to overcome this difficulty. 

Modern means of communication and transportation and the need 
to have so many different kinds of materials available, as well as food 
production, in order to maintain our modern civilization makes this 
matter of trade much more important than it has ever been before in 
the history of the world. This is particularly true for small nations 
which cannot hope to have within their borders or to be able to pro- 
duce for themselves all of the things they need or will need if they are 
to establish in their countries a reasonable and improving standard of 
living. 

In the consideration of our own defense, we must carefully consider 
how improvement of our trade relations with our allies and friends 
can be turned to real account in helping both ourselves and our allies. 
To do this, we must move in the direction of removing unreasonable 
restrictions to international trade. We need our allies. In spite of 
our tremendous strength the United States cannot go alone in this 
modern world. This is no admission of weakness; it is a recognition 
of realities. 

The whole free world needs the collective and united strength of 
all of its members. 

The stronger our allies are economically and militarily the better 
for both them and ourselves. The final showdown between the free 
world and the Communist world may not be a military one. We all 
hope not. It could very well be in the economic, political and 
propaganda areas. 

In other words, under which system will most of the peoples of 
the world make the most progress in improving their standard of living 
and in the pursuit of happiness? We, of course, firmly believe that 
our free system is the best and will ultimately prevail. This may not 
be so readily apparent to some of the less fortunate nations of the 
world who have not had 175 years of freedom as we have had. 

International trade must be a two-way street. Such trade provides 
the most effective way to improve our relations with our allies on a 
long-range basis. It is just as important as any military agreements 
which we might work out. MiZilitary agreements alone will not 
maintain friendship between peoples and nations. 
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The Department of Defense hopes that our foreign economic 
policy will assist in achieving the following objectives: (1) To 
increase and improve the productive capacity available in this 
country to meet the requirements of an expanding economy as well 
as to meet the needs of an all-out emergency. It should also increase 
and improve the productive capacity in the friendly nations who are 
allied with us for these same purposes. Such productive capacity in 
other nations will obviate the necessity for the long ocean haul of 
tremendous quantities of the products which are subject to high 
consumption during a war, such as ammunition. It also disperses 
our total combined productive capacity and lessens the possibility 
of having a single source destroyed or denied to one ally temporarily. 

(2) To make available to this country and to our allies the assur- 
ance of a sufficient quantity of strategic critical materials, to meet the 

requirements of an expanding economy as well as to meet the needs 

of an all-out emergency. We, in this country, are dependent to 
some degree upon many parts ‘of the world for some materials just 
as other parts of the world are dependent upon us for certain items 
which we produce. 

(3) To improve the economy of our allies as much as possible as 
well as the economy of our own country and thus strengthen the free 
world. The success of any nation in combating communism within 
its borders in peacetime and of maintaining a strong military potential 
depends upon a healthy economy which will discourage any growth 
of communism. 

(4) To properly control in the interest of the free world the trade 
with the nations behind the Iron Curtain. We must be ever conscious 
of the buildup of the industrial potential behind the Iron Curtain 
which might be used in an all-out military effort on their part. We 
hope to deny, through controls, trade in strategic items to the Com- 
munist bloc until it is clear to the free world that through a change in 
attitude on the part of the Communists that such materials will not be 
used to build up a powerful military machine for aggression against 
the free world. 

Trade in carefully screened nonstrategic items with the Communist 
bloc may at some time help to promote some basic understandings 
that will ultimately contribute to peace in the world. Trade is even 
more important to many nations than it is to the United States and 
control of trade in even strategic items on a free-world basis will be 
difficult unless markets for trade in nonstrategic items are broadened, 
including as large a market as possible in the United States. 

) To promote world trade as a means and a reason for keeping 
the essential sea lanes and routes of commerce open to us and our 
allies and thus build up a merchant marine useful in peacetime but 
vital to the nations of the free world in an emergency. 

The above objectives, in my opinion, will be furthered if the present 
bill to extend the Trade Agreements Act is passed and I am glad to 
have this opportunity to speak in support of the principles upon which 
this act is based. 

The Department of Defense will be glad to participate at any time 
during the hearings and to furnish any further comments upon the 
technical aspects of this legislation if the committee wishes to call 
upon us, 


The CuHarrMan. Does that complete your statement, Mr. Secretary? 
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Secretary Witson. Yes, sir. 

The Cuarrman. I desire to congratulate you on this splendid state- 
ment you have presented, and to thank you for the very helpful 
information you have given the committee. 

Are there any questions? 

Mr. Reed, of New York, will inquire, Mr. Secretary. 

Mr. Reep. Mr. Secretary, I am very glad to see you here. IL 
assume from your statement that you feel that this trade agreement 
program will tend to build up the economy of the European countries, 
is that right? 

Secretary Witson. And of our own also. 

Mr. Reep. You were formerly, I believe, with General Motors. 

Secretary Wixtson. Yes, sir. I might add that I am proud of it. 

Mr. Reep. Well, I think you ought to be. I had something to do 
with that company myself, but probably before you were Secretary of 
Defense. Do you know the tariff rate on automobiles? 

Secretary Witson. It was never a problem for me in the old days. 

Mr. Reep. It is 10 percent. 

Secretary Wixson. I think it is more than that, though I am not 
sure. It never was a factor in the business in my time. 

Mr. Reep. As a matter of fact, the General Motors Co. would not 
object to absolute free trade, would they, on that? 

Secretary Witson. You will have to ask them. 

Mr. Reep. I can only judge by the statement of the Detroit Cham- 
ber of Commerce, which was in favor ot free trade, and | think they 
are somewhat influenced by General Motors. 

Are you familiar with the figures of the development? I am sure 
the large companies do not care very much about that tariff. I would 
not think they would be. They are on the market pretty well. I 
think General Motors, Chrysler, and Ford do not care, and Packard 
and Studebaker have combined. The American Motors, Nash and 
Hudson, have combined. Then there are Kaiser and Willys. I have 
here the number of imports from abroad as 27,121 in 1953, with cars 
valued at about $42 million. It we want to help the economy of 
those countries over there, I should think we should remove the tariff 
on automobiles and let them have the benefit of our market. Cer- 
tainly, the automobile business has stepped in every time that our 
economy has been slipping and has really helped out the situation. 

I say it you want to help those countries, I can imagine these fine 
automobile companies abroad that are developing, and which are now 
beginning to ship into this country, would ship many more if it were 
not for the tariff. 

Secretary Witson. I would not think the imports would boom up 
up to any important degree, because the products are not quite what 
the Americans like to buy. 

Mr. Reep. They are beginning to buy some of them. 

Secretary Witson. Twenty-seven thousand out of 6 million does 
not sound like much to me. 

Mr. Reep. Of course it does not, now. ‘But if they had an oppor- 
tunity or were encouraged to come into our fine market here, it would 
be different. For instance, some time ago they were buying these 
$7,000 German cars, and had 180 op the waiting list trying to buy 
them. So they are not completely destitute of purchasing power over 
here. The smaller cars are becoming popular on account of the park- 
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ing situation and the amount of mileage they get from the gasoline, 
which is somewhat of a factor. I only mention that because I can- 
not see any particular reason for the automobile companies in this 
country having any tariff at all. 

Secretary Wiuson. I think the executives that are now in the bus- 
iness ought to speak for the industry. I might point out that any 
industry that expects to do a big business abroad, or which has done a 
business abroad, must be on more or less a world competitive basis. 
The automobile industry is a very progressive industry. It is a 
high-wage-low-cost industry, which is a nice trick if you can do it. 

Mr. Reep. I agree with you on that. One thing that has always 
disturbed me about the trade agreements is the fact that when it was 
first promoted, they said it was going to make for peace. We cer- 
tainly have had very little peace in the world under that program. 

Secretary Wiitson. Maybe we did not get at it soon enough. 

Mr. Reep. When it did not result in larger exports, then they got 
into a huddle to see how they could get more exports. I have looked 
at figures in the record many times on the amount of scrap we sent 
to Japan to try to build up exports, the amount of planes and other 
war material we sent to Mussolini to crush the Ethiopians, and also 
the amount we sent to Hitler in those days. I cannot see where it 
has been a factor in peace. I cannot see where it will be a great 
factor in our economic life. 

Secretary Wiitson. Congressman, I would like to say this: I come 
from a line of ancestors that did not believe in selling firearms to the 
Indians. I have not changed myself from that family pattern. I do 
believe in what you might call an open-door policy, and friendly 
relations with people over a period of time, the people of the world; 
as I said in my statement, I pointed out that the world is relatively so 
much smaller. You can fly to distant places of the globe. In about 
a day you can go almost anywhere. You have quick communications. 
Times have really changed in the last 50 years, and, more importantly, 
in the last 20 years. We have to take a whole fresh look at this 
problem. That is what the bill attempts to do. 

Mr. Reep. Conditions change but principles do not. 

Secretary Wrison. That is correct. 

Mr. Reep. I want to say, further—you having spoken of your 
ancestry—my background is Quaker, so we are rather peacefully 
inclined. 

Secretary Witson. I might add that on my mother’s side they 
were Quakers, too. I can remember my Quaker grandmother saying 
to me, “‘Erwin, thee hears, but thee doesn’t heed.” I have the typical 
split personality, I suppose, of the average American. Once in 
awhile I am a Virginian Indian.fighter, and then the other times I am 
a peaceful Quaker. 

Mr. Reep. Then we have at least something in common, Mr. 
Secretary. Thank you very much. 

Secretary Wriison. Are we not also Republicans? We have that 
in common, too. 

Mr. ReEeEp. Yes, sir. 

That is all. 

The CHarrMan. Are there any further questions? 

Mr. Simpson of Pennsylvania, will inquire, Mr. Secretary. 

Mr. Srmpson. Mr. Secretary, you, understandably, want critical 
materials made available with certainty. Consequently, referring to 
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tungsten, titanium, and ferromanganese, which I believe to be criti- 
cal—and if they are not, you may correct me, but I do believe they 
are critical—can you countenance their inclusion as subjects for 
tariff cuts in the Japanese negotiations? 

Secretary Wiuson. I would think so, yes. 

Mr. Stwpson. Pardon me, sir? 

Secretary Wiison. I would think so. Each one of these things, 
from my point of view, must be looked at in itself. You could have 
some principles that apply, but specific things are different. There 
are items that no tariff protection will provide for us, because we do 
not have the natural resources in this country. So you have to 
compromise all the way from the things that you have in ample supply 
to what relations you can work out with somebody where you have 
none of the material at all. 

My point of view is to take each one of them on its own, but recog- 
nize the broad principfe that the peoples of the world will be better 
off when they trade to the maximum amount they possibly can with 
each other on a sound, two-way basis. 

Mr. Simpson. I am talking about a critical material; are you? 

Secretary Wiitson. They are all in the same kind of a category. 
Natural rubber was a very critical material once. We found out how 
to make it. We do not have any appreciable nickel supply in this 
country. We have to get that from Canada. There are other items. 
We have to work out each one of those things on its own. 

Mr. Simpson. I asked you about tungsten, titanium, and ferro- 
manganese, whether, from the sources we have, we should encourage 
their domestic production or whether we should permit them to come 
from abroad, and to do that by cutting our tariff or eliminating it. 

Secretary Witson. I think that before I could answer your question 
specifically I would want to have the figures available on how much 
production you can stimulate in this country, and was it reasonable 
production or were the ores so poor that it cost you 3 or 4 times as 
much. In that case, I would rather stockpile more material. 

Mr. Simpson. Do you have that information? 

Secretary Wiison. I do not have it with me. 

Mr. Simpson. Yet that item is included for negotiation by a group 
of individuals over whom you will have no control in connection with 
the Japanese, which is contemplated to be a multilateral agreement. 
My question, then, is, Was it wise to include items of that nature for 
tariff negotiations without the preliminary investigation about which 
you are talking now? 

Secretary Wriison. I think it was wise to include them. I am 
willing to take the assumption that we are not going to be foolish 
about any of these things. We are going to look at them realistically, 
as Americans, and what is the best thing to do. 

Mr. Srwpson. On that point, I have to admit I am taking the word 
of the people who are greatly interested in tungsten, who claim that 
the tariff is already too low, and that it is hurting their production. 

Secretary Wriison. I would like to say this: We are not always 
operating in our own selfish interests as a Nation when we are exces- 
or selfish in one particular area. We have to be careful about 
that. 

Mr. Smmpson. I do not want to ask what you mean, but I presume 
you mean we have to share with the world. 
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Secretary Wiison. I am not talking about sharing with the world, 
but I am talking about a certain small pressure group being so insist- 
ent on getting a favorable position for themselves they forget the 
whole country. That is what I am talking about. 

Mr. Stmpson. Are you referring to the tungsten or the critical 
materials? 

Secretary Wrison. You can pick out any one you want. 

Mr. Stwpson. Anyone who opposes this legislation, is that what 
you mean? 

Secretary Witson. No. It is just the principle of how we move 
in the right direction, and do it realistically. Do not change things 
so rapidly that you upset too many people. Our whole modern 
world is based on a certain amount of change. For instance, the 
bustle manufacturers and the ones who made hoop skirts, they had 
their day and it is gone. The whole system ought to be flexible 
enough so that it is subject to some change. e 

Mr. Simpson. Would you like to see very material cuts beyond 
what is permitted in this bill? 

Secretary Witson. No; I think these are about right. 

Mr. Stupson. They are about right? 

Secretary WiLson. Yes. 

Mr. Stmpson. And you think it will not cause further unemploy- 
ment in the country? 

Secretary Wriison. I would like to say something about that. 

Mr. Stmpson. I would like to hear that, sir. 

Secretary Wiison. There are a great many people that will say 
quickly that the machines take the bread out of the workmen’s 
mouths, that the machines elirinate jobs. Actually, that is not so. 
They do in a particular place, but they stimulate the total economy 
of the Nation. If it were not for our machines and better ways of 
doing things, we could not support our present population. The 
whole population of the world would have to be 10 percent of what 
it is now, if we did not have any tools. 

Mr. Stmpson. I do not argue that. I learned that. 

Secretary Witson. Now, my point is that expansion of world trade 
is the same kind of thing. If you assume there is only so much pro- 
duction of various kinds of things and you are going to redistribute 
that, and if we import anything into this country there will be less to 
do in this country and somebody will be out of a job, I do not believe 
that at all. I think freer exchange of goods and services in the free 
world would promote jobs and would raise the standards of living, 
both of our country and every other nation that participated in it. 
I firmly believe that. 

Mr. Stmpson. In your opinion, a desirable goal would be complete 
free trade, then? 

Secretary Witson. Not too rapidly, because we do have this back- 
ground of a longer industrial development. But moving toward that 
direction would be, in my opinion, the best thing to do. 

Mr. Stmpson. Would you be perfectly happy to have American 
money go abroad, invested completely in the manufacture of auto- 
mobiles, make them as good as our American cars are, and then permit 
them to come back into this country without a duty, and to pay what- 
ever wages are required abroad? 

Secretary Wrison. I have to consider the whole economy. 
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Mr. Stmpson. I am taking one industry. 

Secretary Wiison. The other countries in the free world will im- 
prove their standards of living, their wages, and their ability to com- 
pete. You will not have the problem that you fear. 

Mr. Stmpson. Until the other countries do improve their standards, 
until the other countries do have a minimum wage and hour law such 
as we have, and do have social security such as we have, until they do 
pay wages comparable, should not that difference be made up by a 
tariff in order to protect the job of the American workmen? 

Seeretary Witson. It does not work quite as simply as that. The 
difference in percentage between what you might call the wage stand- 
ards in this country and what they might do abroad is what the people 
do for the money they are paid, and what kind of tools you give them 
to work with. I think last year the automobile industry sold 700,000 
American ears that were exported out of the North American Conti- 
nent. They sold those in world competition. 

Mr. Stmpson. That is right. 

_ Secretary Wiuson. And they paid high wages in the industry doing 
it. 

Mr. Simpson. Those cars paid a labor content, and you can correct 
me if I am wrong, of 25 or 26 percent. Those cars were paid for by 
foreign manufactured goods, the labor content of which is around 82 
to 84 percent. That is simply shipping into this country foreign 
labor, and it is not helping the unemployed worker here. 

Secretary Wiison. I would like to make the point that trade on the 
basis that I talk about has to be a two-way street. If you are going to 
promote the sale of American-produced automobiles abroad, you are 
going to have to be willing to take something back in this country to 
pay for them. Otherwise, every 5 or 10 years we have to forgive a lot 
of debts or go into some kind of an aid program. 

Mr. Simpson. Of course when the things that are shipped back put 
out of employment three Americans for each man who gets a job by 
shipping abroad, then we are not helping our economy. 

Secretary Witson. I do not go for your figures in that statement. 
You say the labor content of an automobile is 25 percent. 

Mr. Simpson. We were told that a few years ago. 

Secretary Witson. That is in the automobile manufacturing com- 
pany itself; but the steel and the copper, the tires, the parts, the total 
thing is different. 

Mr. Stupson. Do me this justice. There was a study made and 
the study covered all the incidents of getting ready to make an auto- 
mobile. 

Secretary Witson. You only have a piece of it. You have the 
labor content in the car company itself. But when the car goes out 
of our country abroad, it has the labor content af all the workmen who 
have worked on all the pieces and materials and everything else. So 
it is not any different, to speak of, than the material you get back from 
abroad. 

Mr. Smvpson. That is what you say. I will tell you what the study 
was. The study was the labor content of the raw material, starting 
with the raw material and through production, which was around 25 
percent, whereas we were paid for by goods from abroad that were in 
the labor content of 82 percent. You can question that from your 
experience. 
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Secretary Witson. I can do more than that. 

Mr. Smmpson. What is the figure? 

Secretary Wiison. It is much closer to 75 percent. The only thing 
different between the labor content is the taxes and the profits. The 
rest of the cost of the car is really labor in some form or other, finally. 

Mr. Stmupson. The man-hour labor involved in manufacturing an 
American automobile is no less than it is in manufacturing a foreign- 
made car? 

Secretary Witson. We were talking about the percentage of labor 
and the dollar sales. 

Mr. Stwpson. You say there is no difference between manufacturing 
that and the average of the foreign goods which comes to this country? 

Secretary Witson. If you take in all labor costs, all the way back 
to the raw materials, all of the other things that are involved in pro- 
ducing the car, besides direct labor cost in the automobile plant, in 
some form, are the cost of human effort except the taxes paid to the 
Government, and profits. 

Mr. Stwpson. Where is our great American efficiency, then? 

Secretary Witson. That is because we produce so much better 
products at low prices. 

Mr. Srupson. I think we are going in a circle, but I will not push it 
any further. 

he CHAIRMAN. Are there any further questions? 

Mr. Sadlak, of Connecticut, will inquire, Mr. Secretary. 

Mr. Sapuak. I think I ought to ask you first of all how is the 
Nautilus today? 

Secretary Wiison. I think it is a fine development. 

Mr. Sapuak. Yesterday they had cars parked all along the river. 
I think everyone enjoys the success of that first nuclear-powered 
submarine. 

Secretary Wilson, I do not know whether you were here when I 
talked with Secretary Weeks, but I am greatly concerned, as I am 
sure you are, about carrying in abundance a so-called stockpile of 
skills in this country, so that we might have a reservoir of such 
people in case of an emergency. I am sure you are the one who is 
directly responsible in providing that. 

Do you have any recommendations that you might make in con- 
nection with this legislation for the protection of such skills, or do 
you feel, as Mr. Weeks mentioned, perhaps the Defense Production 
Act might be the place for providing such an amendment? 

Secretary Wiison. I am not conscious that it is a sufficiently big 
problem to get involved with. The skills that are required to make 
our ordinary commercial products, and those required to make mili- 
tary products, are not essentially different. 

Mr. Sapiak. You have surgical instruments, optical instruments, 
jewel bearings, and so forth, which would be of indispensable value 
and need in cases of emergency. 

I am afraid that the reciprocal trade agreements, with their exten- 
sion, might cause some of these companies to close down, because 
these products would be coming in from other countries in large 
quantities and substantially underselling the United States products. 

We would then lose the skilled technicians we might use in the 
case of an emergency. 

Secretary Witson. I do not think we should ever handle our 
business so that what you call an industry is down to where we 
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might import 80 percent of our requirements and make 20 percent in 
our country. I would not agree with that. I would not think that 
would be a very sound program. 

I am not very conscious of skills that are required in such enormous 
quantities in a defense program that they could not be found when 
you had to eliminate most of your commercial business. 

Mr. Sapiak. Once you shut down the plant, Mr. Secretary, it is 
pretty difficult to retain these people who must necessarily keep up 
with their skills. Once they lose that opportunity to continue working 
at it, it will be very difficult to get them back in the case of an 
emergency. 

I presume, like a jet pilot who does not keep taking flights, he is 
going to lose much of his effect and familiarity that might be needed 
in the case of an emergency. 

We have the escape clause and the peril point, but if there is great 
injury, and the company closes down before relief is obtained then 
we have lost a valuable asset. But the skilled worker, as Mr. Weeks 
mentioned, might take 10 years to develop. If we close that plant, we 
lose that skilled workman and we would not get him back in the case 
of an emergency. 

Secretary Wiuson. My experience is that we have some very 
competent skilled workmen in our country, and they know how to do 
a great many things now. They can rather quickly learn other 
things if they have that particular ability. It is a little like learning 
to play a piano. If you really get proficient at it, you remember it the 
rest of your life pretty well. If you do not have some talent for it to 
begin with, you are liable to go to school for 10 years and you still 
will not play it very well. There are some men who will never make 
a real expert toolmaker on very fine, delicate work. They do not 
have the patience or interest. But with the ones that have, you will 
be surprised how quickly they can learn to do something like that. 

Mr. Saptaxk. Once be loses his job and he does not work at it, I 
should think it would take some refresher courses to put him back at 
the work. 

Secretary Witson. There are a few of the boys that talk about it 
a little, but it is not the big problem ot the country by a long ways. 

Mr. Sapuak. I did not want to get into the piano situation there, 
but I did see a cartoon about piano playing, where the father and 
mother thought the children had musical inclinations, and they bought 
a piano for them at Christmas. After looking over the piano 2 hours, 
they came back to the parents and one of the children said, “‘ Dad, 
where do you plug it in?” 

The CHartrMAN. Are there any questions from this side? 

Mr. Karsten, of Missouri, will inquire. 

Mr. Karsten. Mr. Chairman, I would like to commend the 
Secretary for his very fine statement. It has made a profound im- 
pression on me. 

Listening to you, Mr. Secretary, I have felt all along that this is 
a part of our national-defense program. 

Do you regard it as such? 

Secretary Wiison. Certainly I do. 

Mr. Karsten. Assuming we did not pass this, do you think we 
would have to change our military program to any appreciable 
degree? 
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Secretary Wiison. Our whole position in the world will change if 
we do not find out how to get along on a sound, economic, and political 
basis with our allies. 

Mr. Karsten. Conceivably, it might cost us a great deal more if 
we did not have such a program as this, from the standpoint of buying 
guns, tanks, planes, and weapons? 

Secretary Witson. I think this is a particular thing where we will 
gain doubly. We will not only gain in a stronger, free world, from a 
military point of view, but we will actually promote the prosperity 
of our country as well as our friends. 

Mr. Karsten. That is basic? 

Secretary Wiison. I firmly believe that for the very simple thing 
that I tried to explain a while ago, in stating a point about machinery. 
We will promote business generally. While it is true that temporarily 
you may have a few people laid off in this industry, you will have 
another one expand over here. That is part of our modern society 
anyway. We cannot freeze the thing and say there are just so many 
jobs and those men all their lives are going to have to work at them, 
and there is only so much work to do. That is not so. 

Mr. Karsten. If we did not pass this, conceivably we would be 
on the road of going it alone, then? Would you say that? 

Secretary Wiison. I would say we would have increasing troubles 
in the world, and they will show up in our anxiety over our security. 

Mr. Karsten. But you do not feel we could go it alone? 

Secretary Wiison. That would be a last resort. 

Mr. Karsten. You do not feel that we could, do you? I am not 
talking about a resort, but what is your opinion of it? 

Secretary Wiison. No, ultimately I do not think we could. If 
we start to build an Iron Curtain around our country, or even the 
North American Continent, I think it would be very troublesome to 
prove or believe that in the final analysis that was going to contribute 
to peace in the world. I think it would be just the reverse. 

Mr. Karsten. I have one final question. On page 5, Mr. Secretary, 
in the middle of paragraph 4, you say ‘“Trade in carefully screened 
nonstrategic items with the Communist bloc may at some time help 
to promote some basic understandings that will ultimately contribute 
to peace in the world.”’ 

Could you explain to me what you mean by that? 

Secretary Wiison. Well, there is some trading going on now 
between the Communists and the free world. 

Mr. Karsten. I would like specifically to find out where you want 
i draw the line, or what you mean by trade with the Communist 

oc. 

Secretary Wiison. I mean trade in the things that are not definitely 
rapidly building up their potential for war production but that will 
help the peoples of those countries to eliminate their anatgonism or 
their fear of our country, and establish some friendly relations with 
them. In the long run, we have to hope that that will come about 
some day. I certainly do not want to see the nations of the world 
ship things behind the Iron Curtain that are going to be used to build 
up military strength, specifically. 

We have a rant problem in the world to get our allies to go along 


on what we really think is strategic and what we think is nonstrategic. 
Mr. Karsten. What would you classify as nonstrategic items that 
might come within the definition? 
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Secretary Wixtson. I would not worry about selling them butter 
right now, for instance. 

Mr. Karsten. I will yield to the gentleman from Virginia, Mr. 
Chairman. 

Mr. Harrison. Mr. Secretary, do you favor the suggestion that 
we go into trade agreements with Russia, that we face butter for 
manganese? 

Secretary Witson. Sure I would trade butter with them for 
manganese. 

Mr. Harrison. What would be the effect of that in case we had 
serious trouble with them? If we cut off butter, they will cut off 
manganese. 

Secretary Witson. We have more butter than we need in our 
country and we have less manganese. We have to import manganese. 

Mr. Harrison. What would be the effect on the domestic industry 
if we got to the position where we relied on Russian manganese to 
supply our needs? 

Secretary Wixson. I would stockpile the manganese. You cannot 
stockpile the butter very long. It gets rancid and you have to throw 
it away some day or make soap out of it. 

Mr. Harrison. We have had a stockpile law since 1946. What 
have we done on manganese? 

Secretary Wiison. I do not think we are in too bad shape for 
manganese. But certainly we would be improving our position to 
trade butter for manganese if we stockpiled the manganese, or used 
it rather than throw the butter away. 

Mr. Harrison. Would you say that was true if the domestic indus- 
try was put out of business as a result of it? 

Secretary Wiison. I would not put the domestic manganese indus- 
try out of business, but it is not big enough to supply the needs of our 
country. We have to have some imports anyhow. 

Mr. Harrison. Would you encourage the domestic manganese in- 
dustry by establishing depots and stockpilin it? 

Secretary Wiuson. I would rather trade the butter for the manga- 
nese. 

Mr. Harrison. And rely on the Russians to continue the supply? 

Secretary Witson. You build up your stockpile. We are putting 
the money in the butter anyway, so we might as well stockpile the 
manganese. 

Mr. Harrison. I can follow that, provided we do not get dependent 
on it. That would be disastrous. 

Secretary Wiison. The fundamental principle is do we strengthen 
the free world more or less by the particular trade things we are en- 
gaged in. If we are gaining, we should do it; and if we are not, we 
should not do it. 

Mr. Harrison. You certainly could not rely on the Russians to 
continue to supply us manganese. 

Secretary Wixson. I would not count on that. 

Mr. Harrison. That is all. Thank you. 

Mr. Karsten. I have one final question, Mr. Secretary. 

How would you limit that to butter, or would it be a broader field? 

Secretary Witson. It would be a broader field. I just mentioned 
butter because I thought we could all understand that one. 

Mr. Karsten. I am sure we do. 
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The CHarrman. Mr. Curtis, of Missouri, will now inquire, Mr. 
Secretary. 

Mr. Curtis. Mr. Secretary, I was going to ask some questions con- 
cerning the administrative procedures in your Department, where an 
American industry could come up and establish a case, if they had one, 
if their operations were in the interest of national defense. 

With your answers to Mr. Sadlak’s questions, I am just a bit con- 
fused. I gathered that you did not think there was any industry in 
the country actually could be affected with the national defense. Am 
I wrong in that conclusion? 

Secretary Wiison. It is always a problem when you try to explain 
something, to go clear over to one extreme or the other. 

Mr. Curtis. Let us take a specific case, then. Let me take a 
specific case because, again, I want to emphasize I am interested in 
procedures, that might be established in your Department whereby 
an industry that thought it was affected with the national defense 
and which might be hurt, could come and present its case to your 
Department. 

Take the case of watches on which, as I understood Secretary 
Dulles’ testimony yesterday, the decision to utilize our escape-clause 
provision was based to a certain extent on the feeling that the watch 
industry did affect our national defense, and we should be concerned 
about it because of that. 

Would you agree with that conclusion, as far as that specific case? 

Secretary Wiison. As a matter of fact, I did. 

Mr. Curtis. Well, that does modify it, as I thought it must. 

Secretary Witson. But the fine jewel watch industry in our 
country has gotten down to 20 percent or less. If the foreign com- 
petition had only affected 10 percent or 20 percent, I would have 
said, “‘Just let it alone. Let the fellows get busy and see if they 
cannot compete a little better and hold their business.” But in this 
particular thing, the tonnage was not involved in it at all. You can 
fly I don’t know how many watches over from Switzerland in one 
airplane and the cost per watch to move it is very low. With their 
long, historical skills and knowledge of watches, watchmaking, they 
could do a pretty tough competitive job. 

They were getting too big a part of our American market. 

Mr. Curtis. We would not have had the skills in this country, 
would we? 

Secretary Witson. Not if you go down to nothing. Then you are 
gone. I said to myself, after I carefully went over the whole business, 
“This one isn’t right. This is a hardship case. It is an unusual one.” 

Mr. Curtis. And affected with national defense. This is what I 
wanted to ask: Will you or your Department supply this committee 
with a comprehensive statement of what procedures have been estab- 
lished, administrative procedures, in the Department of Defense so 
that an American industry, an poner or a labor group, who thought 
they were being damaged or about to be damaged, and their industry, 
in their opinion, was affected with national defense, could present 
their case so that they could have the possible backing of the Depart- 
ment of Defense before the Tariff Commission, the State Department, 
or whatever agency might take action which would adversely affect 
them? I wonder if that could be supplied. 
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Let me ask you a general question. Do you have an administrative 
setup? 

Secretary Witson. Yes, we have an administrative setup for re- 
viewing any case that is presented to us. 

There are really not very many that correspond to this fine watch 
business. On some of these watch parts, you know, you cannot see 
them unless you get a microscope. 

Mr. Curtis. I agree there may not be many, but there are an awful 
lot of people who write to the Congressmen, for example, stating they 
do have cases. I might say, Mr. Secretary, my overall concern is 
this: In essence, reciprocal trade formula is a method of delegating 
very large powers to the executive department which formerly were in 
the hands of the Congress. American industry and labor knew how 
to process their cases under the previous technique. They still know, 
as a matter of fact, that if they write their Congressman they might 
have him accomplish something. 

I am concerned, and very anxious to know, what administrative 
procedures have been set up in the executive department under the 
reciprocal trade formula whereby American industry and labor can 
present their case. 

That is the reason I ask the question. Your Department is only 
concerned, as I see it in this picture, with an industry or a labor group 
who would feel that their industry or their skill was affected by the 
national interest. I just wanted to see how they processed the case. 

Secretary Witson. We have a representative of the Defense De- 
partment to help work out these things. 

Mr. Curtis. If you could supply for the record a rather compre- 
hensive statement of just those administrative techniques. I would 
spussense it. 

ecretary Witson. You would like to have the ones that we have 
now? 

Mr. Curtis. The procedures that are established now. 

Secretary Wiuson. And if we have any suggestions about the modi- 
fications that we would like? You see, we can make some things 
administratively without any change in the law. 

Mr. Curtis. I understand that. I am interested in what meat you 
have put on the bones of this thing. 

Secretary Witson. All right. 

(Information referred to follows:) 


THE SECRETARY OF DEFENSE 


WASHINGTON 
Hon. JERE Cooper, 
Chairman, Ways and Means Committee, 
House of Representatives. 


Dear Mr. Cooper: During my appearance before your committee on H. R. 1 
on January 18, 1955, I was requested to supply additional information with regard 
to the methods by which the Department of Defense obtains information con- 
cerning commodities considered for tariff negotiation from businessmen who are 
concerned. A statement on this matter for inclusion in the record is inclosed. 

Sincerely yours, 
C. E. Writson. 
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Ways By Wuicu THE VIEWS OF BUSINESSMEN ON TARIFF NEGOTIATIONS ARE 
OBTAINED BY THE DEPARTMENT OF DEFENSE 


The Vepartment of Defense welcomes the views of all interested parties upon 
any item which is considered for tariff negotiations in order that it may properly 
exercise its duty under the trade-agreements law to give advice to the President. 
This advice is furnished through its representation on the interdepartmental 
Trade Agreements Committee, which was established by Executive order. 
Particularly valuable is detailed information as to the complexities of competition 
(national, international, and with other commodities) which a particular com- 
modity encounters, costs, prices, and market areas. The businessmen and their 
trade associations are the primary source of such necessary information, although 
some of it is available from other Government agencies. This information comes 
to Defense through various channels. The day-to-day work in the trade-agree- 
ments field is a responsibility of the Assistant Secretary of Defense for Inter- 
national Security Affairs, Hon. H. Struve Hensel. Vice Adm. A. C. Davis, 
United States Navy, Director of the Office of Foreign Military Affairs, and his 
Chief of the Foreign Economic Defense Affairs Division, Capt. W. B. Thorp, 
United States Navy (retired), supervise the work. Mr. Prentice N. Dean is the 
Department of Defense representative on the Trade Agreements Committee. 


COMMITTEE FOR RECIPROCITY INFORMATION 


This Committee exists solely in order that those who wish to supply information 
may be assured that it will reach all Government agencies concerned, with the 
greatest economy of time and effort. It holds public hearings and receives and 
distributes copies of formal briefs and letters of information. Defense is repre- 
sented at the hearings and it receives a verbatim copy of the proceedings and a 
copy of each brief and letter received by the Committee. By arrangement with 
the Tariff Commission, the Committee for Reciprocity Information also receives 
and distributes copies of briefs filed with the Tariff Commission in peril-point 
proceedings so that it is not necessary for a businessman to appear or file before 
both bodies. Mr. Dean is also the Department of Defense representative on the 
Committee for Reciprocity Information. 


DIRECT PRESENTATION 


Many businessmen write directly to or call at the Department of Defense 
about tariff matters, particularly when they consider the matter to have a defense 
aspect. All of this direct information is channeled within the Department to 
the above-mentioned persons who bear the responsibility in this area. 


PRESENTATION THROUGH THE MILITARY DEPARTMENTS 


On items of direct security interest, the Office of the Secretary of Defense 
consults the Departments of the Army, Navy, and Air Force in the process of 
crystallizing its own position. Thus the many ways in which these military 
departments come in contact with the businessmen of the Nation become an 
added source of information on commodities subject to tariff negotiation. The 
responsibility for trade agreements in the three military departments rests within 
the Offices of the Assistant Secretaries for Logistics and Material matters; in 
the Army with the Assistant Secretary for Logistics and Research and Develop- 
ment, Hon. F. H. Higgins; in the Navy with the Assistant Secretarv for Material, 
Hon. Raymond H. Fogler; and in the Department of the Air Force with the 
Assistant Secretary for Materiel, Hon. Roger Lewis. 


The CuarrMan. Are there any further questions? 

If not, Mr. Secretary, we thank you for your appearance and the 
very helpful and valuable information you have given the committee. 

Secretary Witson. Thank you very much, Mr. Chairman. 

The CHarrMan. The committee will now stand adjourned until 
2 o’clock this afternoon, at which time the Secretary of the Treasury 
will appear. 

(Whereupon the committee recessed at 12:07 p. m., to reconvene 
at 2 p. m., the same day.) 
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AFTERNOON SESSION 


The CuarrMan. The committee will please be in order. The 
committee is very happy to welcome the Secretary of the Treasury, 
Mr. Humphrey, as the next witness on the calendar. 

Mr. Secretary, as you well know, you may have such associates with 
you as you desire at the witness table and refer any questions to them 
as to details that you may deem appropriate. 

You are now recognized, Mr. Secretary, and may complete your 
statement without interruption. 


STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF 
THE TREASURY, ACCOMPANIED BY H. CHAPMAN ROSE, ASSIST- 
ANT SECRETARY OF THE TREASURY 


Secretary Humpurey. Mr. Chairman, members of the committee, 
I have this written statement which I will be glad to submit and then 
I will do my best to answer any questions which may occur to any 
members of the -ommittee. 

In my contacts over the past 2 years with foreign financial officials 
I have been impressed with two major principles in our economic 
relations. 

First, the importance of keeping our own economy strong and 
dynamic and sound. Our policies are directed toward economic 
strength and growth—toward greater freedom from governmental 
interference and control. Our policies aim at encouraging initiative 
and freedom and maintaining economic progress and a high level of 
economic activity at relatively stable prices. Such a condition helps 
international trade in both directions. A strong internal economy 
helps to keep us competitive and makes our goods attractive to 
foreign buyers. It also promotes a high-level demand for imports. 
With high levels of business activity, the capacity of our economy to 
absorb imports is enormous—particularly imports of raw materials. 

Maintaining the strength and value of the United States dollar is a 
vital part of our contribution to international monetary stability, for 
the United States dollar is the yardstick for all of the currencies of the 
free world. The free world’s vigorous economic growth must rest on 
a sound financial basis. What is essential for our own strength at 
home is equally essential for the other free nations of the world. 

Many countries, I am glad to say, are appreciating the importance 
of keeping their financial houses in order not only to strengthen their 
internal economies but also to keep their foreign payments and 
receipts in balance. I am encouraged by the progress many of these 
nations have made toward more internal stability and toward con- 
vertibility of their currencies. 

Convertibility will be encouraged by a balanced development of 
world trade; and, in turn, will contribute to such a development. 

The second point which has impressed me in my contacts abroad is 
the concern of foreign countries with the broad direction of our com- 
mercial policy. Foreign countries do not expect us to lower our 
tariffs drastically. What they want to have, however, is assurance of 
continuity in our policies and they watch for moderate steps in the 
direction of our objectives. This argues strongly for a 3-year exten- 
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sion of the trade agreements program. A 3-year period is needed to 
provide reasonable assurance of such continuity. 

The bill before you is moderate. It does not interfere with existing 
safeguards for our domestic producers. It does not contemplate any 
drastic changes which would adversely affect sizable groups of our 
citizens. 

I would like to mention one other broad principle in connection with 
the bill. From the budgetary viewpoint, the President’s trade pro- 
gram should help to reduce Government expenditures for foreign aid 
over a period of time. I believe it is best, where possible, for foreign 
countries to earn their way, rather than receive aid from the United 
States Treasury. This bill is a further step in that direction. 

The Treasury Department is actively working on other aspects of 
the President’s program to promote foreign trade and investment. 
These proposals will be submitted to the Congress shortly. 

One proposed bill will continue the program of customs simplifica- 
tion and management improvement initiated by the Customs Simpli- 
fication Acts of 1953 and 1954. Although the existing legislation in 
this field has brought about substantial improvements in customs 
procedures and has caused an appreciable decrease in the backlog of 
uncompleted customs work, further improvements should be made. 

The complex valuation provisions of the customs laws are in par- 
ticular need of improvement and simplification. As a result of studies 
now being completed legislative changes will be recommended to make 
the process of appraisal more prompt and efficient as well as more 
realistic and equitable from a commercial standpoint. Again I find 
other countries in many instances are about as much concerned with 
these questions of customs as they are about the level of tariffs. 

In the field of taxation, we are suggesting that consideration again 
be given to certain changes in the revenue laws with respect to taxa- 
tion of income earned abroad. More particularly, we recommend 
that corporate business income from foreign subsidiaries or branches 
be taxed at a rate 14 percentage points lower than the rate on cor- 
porate domestic income, and a deferral of tax on foreign branch income 
until it is removed from the country where earned. 

We will be prepared to discuss these tax proposals in more detail 
with your committee at the appropriate time. These proposals are 
not large or costly but we think they will encourage sound private 
United States investment abroad. 

Another important part of the administration’s program on which 
the Treasury is working is the proposal for an International Finance 
Corporation, to be established as an affiliate of the International 
Bank for Reconstruction and Development. The purpose of the 
corporation will be to stimulate private investment in underdeveloped 
countries by providing venture capital through loans without Govern- 
ment guaranties, thus filling a need which is not being met by any 
existing organization. 

While all of these proposals are important, the keystone is the 
reciprocal trade agreements legislation now before you. Its enact- 
ment will show that the United States is following a sound trade 
policy consistent with both our domestic and our international needs. 

The CuarrMAN. Does that complete your statement, Mr. Secretary? 

Secretary Humpurey. That completes the statement, Mr. Chair- 
man. 
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The CuarrMan. Mr. Secretary, I congratulate you on this splendid 
statement you have presented. It will be very helpful to the com- 
mittee. e want to thank you again for your presentation. 

Are there any questions? 

Mr Reed of New York will inquire. 

Mr. Reep. I wish to say that I agree completely with the statement 
made by Mr. Cooper. 

Secretary Humpnurey. I thank you, Mr. Reed. 

The Cuarrman. Mr. Curtis of Missouri will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Secretary, I was just concerned about one detail. 
Of course, tariffs do produce some revenue. I was wondering how 
much revenue loss would be anticipated in the event that we enacted 
this bill and we did have a 5-percent reduction, let us say, overall. 
What might the revenue loss be? 

Secretary Humpurey. I cannot tell you because I cannot assume 
we will get a 5-percent reduction across the board. I assume what- 
ever reductions are made will be carefully studied and will be worked 
out a piece at a time. It will not be, I think, a large revenue loss. 

Mr. Curtis. Have estimates been made as to possible revenue loss? 

Secretary Humpurey. We do not know just how you could do that. 

Mr. Curtis. 1 am very much interested in that aspect of it, of 
course, because, although we have in modern times pretty much lost 
sight of the fact that the tariff is a revenue producer, it still can be, 
particularly in a situation where our tariff average now is not overall 
a high average. 

Of course, if you have a tariff that is solely protective, why you get 
very little revenue, but just as soon as you bring it down to the point 
where it is not really a complete barrier, it is revenue producing. 

I, as a member of this committee, am certainly interested in the 
revenue aspects of the bill, and I wish that Treasury had some state- 
ment to make on the revenue aspect. 

Secretary Humpnrey. | just checked with Mr. Rose here, and the 
total revenue from tariff duties, custom duties, is about $500 million. 
Now, if you assume that you are going to have 5 percent straight 
across the board, it might be 5 percent of that amount. You can 
figure perhaps from that as well. I know of no way to figure out how 
you might do it, but it just cannot be a large amount. 

Mr. Curtis. Thank you. 

The CuarrMan. Mr. Kean, of New Jersey, will inquire. 

Mr. Kwan. It seems to me that if there was a cut you would as- 
sume that more goods would come in and therefore that would quickly 
balance and it might not be a loss; it might be a gain. 

Secretary Humpurey. That is entirely right. You have to offset 
any loss by what the gain will be. I do not know any way in the world 
es _ can make an intelligent estimate of what the revenue effect 
will be. 
The CuHarrman. Mr. Boggs, of Louisiana, will inquire, Mr. Secre- 
tary. 

Mr. Boaes. Mr. Chairman, first, I should like to say that I again 
compliment Secretary Humphrey on his statement. Secretary 
Humphrey has been testifying before our committee for 2 years, and 
I have always been impressed by his forthright manner and by the 
very great help that he gives this committee. 
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I mean that quite sincerely, Mr. Secretary. I think you are a very 
great credit to our country. 

I was particularly interested in the supplementary recommenda- 
tions in your statement because I feel that they are just as important 
as the legislation now before the committee. 

Can you give us some estimate of when you feel those measures 
will be ready for presentation to this committee? 

Secretary Humpurey. I am sorry I cannot tell you within days, 
but they are on the way, and they are being put in shape to be brought 
up to you soon. 

Mr. Bocas. I am particularly interested in your recommendations 
relative to further action with respect to customs. I think that we 
have made considerable progress in that direction, but that a lot re- 
mains to be done. 

Would it be out of order to ask you if you could outline to us very 
briefly, because I know it is somewhat off the subject of H. R. 1, the 
essential recommendations that you intend to make in connection 
with customs? 

Secretary Humpurey. Mr. Boggs, Mr. Rose is in charge of the de- 
tails on that. I have just asked him and he said he thought within 
3 weeks possibly he would be prepared to come up and discuss it 
with you. 

Mr. Boaes. Fine. 

Secretary Humpnrey. It is being actively worked at. As you know, 
you have been over it for 2 years, and this is getting back now to clear- 
ing up the last of the difficulties. He said he thought he would be 
prepared within 3 weeks to be up here. 

Mr. Boaas. Now the recommendations with respect to the tax 
differential will be substantially the same as those adopted by this 
committee last year? 

Secretary Humpurey. That is right. 

Mr. Boaes. Thank you very much, Mr. Secretary. 

The Cuarrman. Any further questions? If not, Mr. Secretary, we 
thank you again for your appearance and the very helpful and valuable 
information you have given the committee. 

Secretary Humpnrey. Thank you, Mr. Chairman and gentlemen. 
I appreciate it very much. 

The CHarrMAN. The next witness on the calendar is the Secretary of 
Labor, Hon. James P. Mitchell. 

Mr. Secretary, the committee extends to you a very cordial welcome. 
We are very glad to have you present. You are now recognized to 
_ present your statement without interruption. 


STATEMENT OF HON. JAMES P. MITCHELL, SECRETARY OF LABOR 


Secretary Mircue.ty. Thank you, Mr. Chairman. 

I appear before you today in support of the President’s proposals 
for renewed reciprocal trade agreement authority as outlined in his 
special message to the Congress of January 10, 1954, and incorporated 
in the bill, H. R. 1, being considered by the committee in these 
hearings. 

My colleagues who have preceded me at these hearings have dis- 
cussed various aspects of the overall need and justification for renewal 
of this authority. In speaking in support of this program today, I shall 
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address myself to its effect upon American labor. I should like to 
discuss its benefits to American labor, as well as the safeguards it 
contains for the protection of specific industries and their workers 
against serious injury from excessive imports. 

Protection is afforded, of course, through the use of the peril-point 
and escape-clause procedures. It is also afforded through the require- 
ment of consultation with executive agencies that have a direct con- 
cern with the operation or effect of the program. 

In discussmg the impact upon American labor of a program to lower 
tariffs, I wish, as Secretary of Labor, to emphasize that such a pro- 
gram has a twofold benefit to the worker. As consumer—and the 
Nation’s workers constitute the great bulk of the country’s con- 
sumers—the worker can benefit from the increased variety of products 
from which he can choose. He can also benefit from the lower prices 
resulting from competitive trade. As worker, he benefits from many 
jobs created both by the handling and processing of the imports and 
by the thriving export business of this country. As my colleagues 
have pointed out, this would not long be possible without an active 
import trade. 

We all recognize that imports do create competitive problems for 
some of our industries. The facts indicate, however, that American 
industry and labor as a whole have been able to compete successfully 
with foreign industry. It is a tribute to the ingenuity of American 
enterprise that where readjustment has been necessary it has been 
achieved with a minimum of dislocation to American workers. It 
is not likely that the moderate and gradual authority to reduce tariffs 
contained in H. R. 1 would have any different effect. Such authority 
is always subject to the no-serious-injury rule. 

Our overall employment situation has been improving and is now 
very good. In some quarters there has been concern whether the un- 
employment we do have is in some measure related to our tariff 
policies and actions. If there were such a relationship, | would not 
feel that, as Secretary of Labor, I could advocate a further reduction 
in tariffs, consistent with my resonsibilities for promoting the welfare 
of American labor. To analyze this matter, we must look, among 
other things, at the unemployment figures in this country and at the 
causes of this unemployment. 

Let us look at the unemployment in late 1953-54. Opponents of 
the reciprocal trade program have claimed that lower tariffs are re- 
sponsible for a substantial part of the unemployment in this country 
during these years. Let us analyze the data. 

Of the average of some 3% million unemployed in 1954, out of a 
civilian labor force of about 64% million, probably half was attributable 
to short-term unemployment of a kind that is always present even in 
the healthiest economies. For example, in September 1954, survey 
data show that 30 percent of the unemployed were persons who had 
been employed a month earlier; an equally large number of the unem- 
ployed found jobs during the month. Another 17 percent were per- 
sons who had not even been seeking work in August. Much of the 
unemployment was in lines of work not closely affected by competitive 
imports, as indicated by the fact that 56 percent of the unemployed 
in September had been engaged in employment other than manufac- 
turing or mining. 
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There is not even a passing reference to our tariff or foreign trade 
policy as a cause of unemployment during this period in recent anal- 
yses of the employment situation made by public groups or in most 
of the reports of private groups that have come to my attention. 

Instead, it is agreed that the major factors causing the unemploy- 
ment rise in 1953-54 were the shift from a defense to a peacetime 
economy, a consequent drop in the Federal Government’s defense 
spending, a shift in business policy to inventory liquidation rather than 
inventory accumulation, and a decline in business expenditures for 
new plants and equipment. Surely, these economic experts would 
somewhere have mentioned tariff policies or volume of imports if such 
policies or imports had had the substantial effect upon employment 
which has been claimed in some quarters. 

I believe that available evidence, even after analysis is made of 
those special situations in which imports have in fact risen, points to 
only a very small fraction of current unemployment as being trace- 
able to the effects of imports. 

As a matter of fact, in reviewing the year-end statements of the 
United States Chamber of Commerce, the National Industrial Con- 
ference Board, the National Planning Association, the American 
Federation of Labor, the Congress of Industrial Organizations, I see 
no reference to increased imports as a cause of rising unemployment. 

Looking at the picture over the long run, the facts are that domestic 
employment is high in manufacturing, a segment of industry sub- 
stantially involved in competition with imports. Employment is 
high not only in present terms; it is particularly high when compared 
to prewar levels, despite a rise in imports since pre-World War II 
days. 

Despite a rise of 50 percent in the quantity of imported finished 
manufactured goods (including manufactured foods), employment 
in manufacturing in the first 10 months of 1954 was 63 percent 
higher, and output of manufactured goods was 134 percent higher 
than in the prewar period (1936-38 average). 

It might be noted that the greater rise in output than in employ- 
ment is due to the tremendous increases in productivity in the past 
18 years, which have contributed not only to our standard of living, 
but also to our ability to compete in international trade. 

One fact which must always be kept in mind in any discussions of 
the effect of imports upon American industry and employment is 
the volume of our employment dependent upon export trade. 
Recently our export trade has been running at about $15 billion a 
year in merchandise, not counting such items as investment capital. 
‘or many industries, our exports have exceeded competing imports. 

Indexes compiled by the Department of Commerce show a gain 
of 1 percent in the volume of United States merchandise exports in 
the first 10 months of 1954 as compared with the same period of 1952 
and a drop in the volume of imports for consumption of almost 3 
percent. On an overall basis, then, the change in foreign trade since 
1952 has been favorable to employment in the United States. 

It has been estimated that out of a total of more than 61 million 
persons employed in the United States in 1952, some four and one- 
third million jobs were attributable to work generated by our exports 
and by the handling of imports. When we consider this figure of 
well over 4 million persons whose employment and purchasing power 








TRADE AGREEMENTS EXTENSION 207 


is due to foreign trade it becomes clear that the American worker’s 
well-being has a heavy stake in the development and maintenance of 
high levels of trade. 

here are cases, to be sure, in which imports create problems for 
certain industries, or segments of industries. These industries may 
be extremely important to the life of the community in which they 
are located. We must continue to consider such cases carefully, as 
we have in the past. 

Often there are domestic factors which have equal or greater effect 
upon employment in the industry. It is important to study all facts 
on a case-by-case basis before concluding that imports are necessarily 
to blame. 

It is precisely to deal with and evaluate these difficult cases that 
the careful procedures of the trade-agreements program, including the 
peril-point and escape-clause procedures and thorough interdepart- 
mental consideration, have been designed. Where there is clear 
evidence of real injury or the threat of injury which can be attributed 
to imports, the proposed legislation will give the administration both 
guidance and authority to protect the industry and its workers. 

One of the important factors which the administration will continue 
to take into consideration in evaluating such evidence is whether 
skills which are essential to the mobilization base of the Nation are 
involved. 

Wage competition is a special problem in international trade which 
affects the American worker. It is argued, for instance, that lower 
wage and other labor standards of foreign industries make it difficult 
or impossible for American industry to compete with imports in 
American markets. This problem was carefully reviewed by 


the Randall Commission, and I agree with their conclusions. The 
Commission’s findings are worth quoting: 


American labor should not be subiected to unfair competition as part of any 
program to expand our foreign trade. It must Fe made clear, however, wihat 
constitutes “unfair competition.”” Manifestly, wage levels cannot be used as the 
sole guide. Our export industries are among these with the highest wages paid 
in this country, yet they compete successfully, in world markets with lower wage 
countries, many of which have erected barriers against our exports. 

Unit labor costs are not a dependable guide either. Differences in cost provide 
the foundation of international trade, just as differences make possible trade 
within nations. Neither low wages nor low unit labor costs, in and of themselves, 
constitute “unfair competition.” 


Competition from imports is based on many things in addition to 
wage differentials, such as natural resources, climate, special arts or 
skills, inventiveness or design in certain lines. These differences are 
the most important factors that bring foreign goods into our markets, 
with advantage to our own workers as consumers. They are also the 
factors which account for our own exports. Wage levels vary from 
country to country primarily because of differences in natural re- 
sources, capital equipment, and productivity. 

It is generally a country’s most productive industries that are its 
chief exporters. Where a country’s exports are based not on such 
advantages but on exploitation of labor, there we have unfair 
competition from which we must protect ourselves. 

The clearest case of unfair competition which the Randall Com- 
mission found is one in which the workers in a particular commodity 
are paid well below accepted standards in the exporting country. 
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And in this area, the Commission made a specific remedial recom- 
mendation. It recommended, and the administration has already 
adopted the policy, of granting no tariff concessions on products 
made by workers receiving wages which are substandard im the 
exporting country. As a member of the Interdepartmental Com- 
mittee on Trade Agreements, the Department of Labor will help keep 
the President advised of cases which would fall withim this standard. 

It is unlikely that there are major areas of wage competition, other 
than those that violate the standards of the competing country, whieh 
can truly be labeled “unfair.” If, however, other kinds of situations 
exist in which foreign wage differentials in fact constitute ‘unfair 
competition” and threaten serious injury to American industry, they 
can be handled under the provisions of the bill. 

In conclusion, I would like to say that I believe extension of the 
reciprocal trade agreements authority as proposed in H. R. 1 and the 
companion bill H. R. 536 is of concern and benefit not only to Ameriean 
workers and to American industries, but to the eeonomie well-being 
of all of us. I therefore urge this extension in the form proposed. 

The Cuarrman. Does that complete your statement, Mr. Secretary? 

Secretary MircuHe.i. That completes my statement, Mr. Chairman. 

The Cuarrman. I congratulate you on the splendid statement you 
have presented. We appreciate the very helpful information you 
have given the committee. 

Are there any questions? If there are no questions, we thank you 
again for your appearance and the very helpful and valuable informa- 
tion you have given the committee. 

Secretary Mircue.yt. Thank you, Mr. Chairman and gentlemen. 

(At the request of Mr. Curtis, the following letter was received 
from Secretary Mitchell:) 

Unitrep States DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
’ Washington, January 25, 1955. 
Hon. Tuomas B. Curtis, 
House of Representatives, 
Washington 25, D. C. 

Dear CoNnGRESSMAN CurTIs: It is my understanding, pursuant to an oral 
request from the staff of the Ways and Means Committee, that you would like 
me to advise you concerning the procedures that have been established in the 
Labor Department under the trade-agreements program, particularly with 
respect to affording opportunity for the presentation of views by those who 
might be affected by tariff reductions. 

The Department of Labor is a member of the Trade Agreements Committee 
and the Committee for Reciprocity Information, in accordance with the provisions 
of Executive Order 10082. The functiors and responsibilities of these committees 
in the trade-agreements program, including the requirements for public notice 
and hearings, are specified in detail in this order. 

Under the procedures specified, the Labor Department’s representative on the 
Trade Agreements Committee participates in the formulation of the list of items 
which will be considered in tariff negotiations. This Department’s representative 
carefully reviews the items that are considered by the Committee for listing. 
The positions taken by the Department’s representative in interdepartmental 
consideration of the listing question receive my personal attention. When the 
list of commodities to be considered at the negotiations is approved by the Presi- 
dent, notice of intention to negotiate, along with the complete list of commodities 
must be issued publicly by the Trade Agreements Committee as a basis for public 
hearings. The Department of Labor sends a copy of the notice of heraings and 
the complete commodity list, immediately upon its issuance, to the president and 
research director of each legitimate international trade union in the United States, 
a mailing of approximately 325 notices. This notice is also published in the Federal 
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Register and given wide general distribution. I understand that other agencies 
take steps to keep other groups in the economy informed. 

The hearings are held by the Committee for Reciprocity Information, of which 
the Department of Labor is a member. Any interested person is given a reason- 
able opportunity to present his views to this Committee. 

As a result of the public notice, appearances have been made before the Com- 
mittee for Reciprocity Information by large numbers of business and labor organi- 
zations. In addition, representatives of these organizations have occasionally 
asked for and been given opportunity to submit their views directly to officials 
of this Department. 

The material submitted at the hearings is carefully reviewed within the Depart- 
ment together with data and technical information on employment, hours, and 
wages which are available in the Department and which can be gathered within 
the limits of available resources. The Department has and considers data on 
trends in employment and wages and economic conditions based upon its regular 
studies; data on the current labor market situation of key plants which produce 
commodities involved in the negotiations; information regarding skills needed for 
mobilization purposes in the industries involved; and information concerning the 
relation of the Department’s minimum wage programs to the tariff questions 
under consideration. This work is coordinated by the Assistant Secretary of 
Labor for International Affairs, whose staff represents the Department on the 
two interdepartmental committees mentioned above. 

On the basis of information available within the Department, together with 
information supplied by other departments and agencies through the Trade 
Agreements Committee—including the peril point findings of the Tariff Commis- 
sion—the Department’s position in the prospective negotiations is determined. 
This matter receives my personal attention. These positions are presented before 
the Trade Agreements Committee by the Department’s representative on the 
committee. When any agency, including the Department of Labor, is not in 
agreement with the conclusion reached by the committee and formally dissents 
from its recommendations, that agency is required to file a formal statement of its 
views with the President. 

In conclusion, it should be noted that the Trade Agreements Committee reviews 
the tariff negotiations as they are in progress. The Labor Department’s represen- 
tative on the Trade Agreements Committee is usually a member of theUnited 
States delegation to the negotiating conference. 

Sincerely yours, 
JaMEsS P. MITCHELL, 
Secretary of Labor. 


The CuatrmMan. The committee will stand adjourned until 10 
o’clock in the morning at which time we will hear the Honorable 
Harold E. Stassen, Director of the Foreign Operations Administration. 

(Thereupon, the committee recessed at 2:50 p. m., to reconvene 
Wednesday, January 19, 1954, at 10 a. m.) 
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WEDNESDAY, JANUARY 19, 1955 


House or REPRESENTATIVES, 
ComMITTEE ON Ways AnD MEANs, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the com- 
mittee’s main hearing room, House Office Building, Hon. Jere Cooper 
(chairman) presiding. 

The CHAIRMAN. The committee will please be in order. 

The first witness on the calendar this morning is the Honorable 
Harold E. Stassen, Director, Foreign Operations Administration. 

Governor, we extend to you a very cordial welcome. We are glad 
to have you with us. You may have with you at the witness table 
any associates you may desire to refer any questions to about detailed 
information as you deem appropriate. You are now recognized to 
make your main statement without interruption. 


STATEMENT OF HON. HAROLD E, STASSEN, DIRECTOR, FOREIGN 
OPERATIONS ADMINISTRATION, ACCOMPANIED BY EDWARD B. 
HALL, DIRECTOR, OFFICE OF TRADE, INVESTMENT, AND 
MONETARY AFFAIRS 


Mr. Strassen. Thank you, Mr. Chairman, and gentlemen of the 
committee. I appreciate your permission to be here. I have with 
me Mr. B. Hall, who is the Director of our Office of Trade, Invest- 
ment, and Monetary Affairs in the Foreign Operations Administra- 
tion, and who is the representative of the Foreign Operations Admin- 
istration on the National Advisory Committee which Treasury chairs 
for international financial and monetary affairs. 

Mr. Chairman, and gentlemen of the committee, in appearing before 
you with your permission, I do so in support of H. R. 1, the purpose 
of which is to expand the foreign markets of the United States and to 
provide improved opportunities for expanding international trade. I 
support this bill because I believe it is in the interest of American 
farmers, American workers, the American businessman and, in the 
long run, all of the citizens who pay taxes. 

This bill is in the interest of our prosperity here at home, a prosper- 
ity which depends in ever-increasing measure upon our ability to sell 
abroad, on a business basis, significant proportions of the vast pro- 
duction of our fields, forests and factories. 

Over 3 million people of our total labor force produce for export, 
exports which provide jobs and help maintain the American standard 
of living. The production of 1 acre out of 7 is consumed outside the 
United States. 

For farm products, the percentages of total production exported 
during the past 2 years are as follows: wheat, 36 percent; cotton, 28 
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percent; tobacco, 23 percent. The Secretary of Agriculture has 
pointed out that ‘the prosperity of our agricultural economy is sig- 
nificantly affected by this important foreign market. 

For certain United States industries, the earnings from sales abroad 
represent a substantial proportion of their profits. For instance, 15 
percent of our production of motor trucks and buses is sold abroad; 
13 percent of farm machinery and 10 percent of machine tools, to 
mention but a few items. 

For still other industries whose export trade is small in relation to 
their total sales, this trade can nonetheless mean the difference be- 
tween operating at a profit or operating at a loss. 

My support of this bill, Mr. Chairman, is based upon the inseparable 
relationship of United States trade, United States assistance to foreign 
countries, and United States security. As the President has pointed 
out, the security of the United States requires that we have a strong 
and prosperous economy at home and that we have strong partners 
for peace, that they be strong not only in a military way but, equally 
important, in economic affairs. 

In recent years, the United States, as you know, through the actions 
of Congress and the President, has given substantial assistance to 
other nations to help build up their strength, both economic and 
military, beginning with the Greek-Turkey aid plan and down through 
the Marshall aid steps. The total level of this assistance to other 
nations is declining. 

The first chart, Mr. Chairman, before the committee shows this 
trend of United States appropriations for aid in Europe and of the 
efforts that these countries are making for our combined mutual 
defense through NATO. 

The CuarrMan. If the members of the committee have difficulty 
seeing the chart, they may move up where you can see better. 

Mr. Strassen. You will note in 1950 that the United States appro- 
priations for aid to Europe, which are the right hand or green hatched 
items, were at $4.6 billion a year. That was to Europe alone, eco- 
nomic and the beginning of military aid. At that time, the total 
European effort in defense of their own resources was just $6 billion. 
Then, you see the progress. In 1951 there was the peak of aid to 
Surope, $6.3 billion, of which $1.9 billion was economic and $4.4 
billion was the big military effort. You began to get the rise of 
Europe’s defense efforts on their own to $7.2 billion. Then you see 
the trend. You see how we are phasing out, based on the success of 

the Marshall plan and the success of the aid program to Europe, 
down to a negligible amount. 

This year, in the European portion of the world program, aid has 
decreased. In the meantime, Europe has gone up to a very substan- 
tial defense effort on its own resources which is in our mutual interest. 
That strength of their economy, for which they take a strong part from 
their own resources in the combined strength of the free world, 
through NATO, is of fundamental importance to the present and 
future security of the United States of America. 

Mr. Kran. May I ask a question about the chart? 

The Cuarrman. Mr. Kean, of New Jersey, will inquire. 

Mr. Kran. What is the deep red and what is the light red? 

Mr. Strassen. The deep red is European NATO, and the light red 
is Germany, where Germany started to come into the picture. Thus 
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far, the principal German expenditure is as occupation costs to the 
other countries and incidental defense costs. 

Mr. Kean. I did not know Germany had any arms. 

Mr. Srassen. They are contributing to the NATO expense in that 
indirect way, through the occupation armed costs. Now, we are at the 
gateway. 

Mr. Kean. The contribution to our troops that is made from Ger- 
mepy is the only contribution so far Germany has made toward mutual 

efense? 

Mr. Srassen. That is right, and also to French and British troops. 

Mr. Jenkins. The relationship between the light red and the darker 
green at the bottom, what is that? 

Mr. Strassen. The crosshatch is the nonmilitary part of the aid, 
and the lighter green, the upper part, is the direct military. That 
means that here you have the heavy Marshall plan economic aid and 
you just had a little bit of military. Then you had the Korean war 
come and you went into the military heavier, while you were phasing 
down on the Marshall plan. So military stayed heavy while Marshall 
plan went down, and then both began to phase out. 

That is the story. 

Mr. Kean. This also is reese, so that the chart in actual 
money being spent would be much higher? 

Mr. Strassen. That is right. You Saar a certain amount of lag in 
the followthrough. That is correct. It is the same way on the 
European countries. It is their appropriations and they have a lag. 
In other words, when you appropriate for airplanes, sometimes it is 
2 or 3 years before you actually get the airplanes. 

Mr. Jenxins. What I had in mind was this: That pink on top, as 
far as Germanys concerned, is almost the same size in each one of the 
columns. -_ 

Mr. Srass at isright. In other words, Germany today is not 
making the effort comparable to other countries, because she 
does not yet have her own direct defense forces. One of the objectives 
of the United States policy has been to have a greater defense contribu- 
tion by Germany, as you know, with German divisions coming into 
being. 

Mr. Jenkins. Here is what I am coming to. On each one of those 
that is red, the German participation is about the same. What effect, 
if any, would Germany’s contribution have on the crisscross green 
down below? 

Mr. Strassen. There is now no further appropriation for aid to 
Germany except a $25 million fund in Berlin to help join in the 
Berlin situation. But there are in these appropriations, in light green, 
provisions for some arms to Germany that we can deliver when these 
direct German armed divisions are agreed upon in Europe. We have 
here in the green the finance. 

Mr. Jenkins. What I had in mind was that if you increase the red 
ones in an equal proportion, it looks as though it would have the 
same effect on the crisscross. You have decreases there on the 
crisscross in every case. 

Mr. Strassen. That is right. 

Mr. Jenkins. Does that come from the fact that if you increase 
Germany, you have to decrease the crisscross? Is that right? 

Mr. Strassen. If you get Germany joined, Germany would become 
solid red as the rest of them, as a direct part of the whole program. 









TRADE AGREEMENTS EXTENSION 215 


Mr. Jenkins. I do not get the relationship between the pink 
Germany and the crisscross below, the green crisscross. Is there any 
relationship? 

Mr. Strassen. This relationship exists in that the green crisscross 
includes everything, Germany as well as NATO, and the red is where 
you separate Germany out because of their special situation. For 
eee in these figures, the 6.3 and the 5.4 include the German aid 
as well. 

The CHarrMan. Let me ask there, Governor, this question: This 
chart relates only to Europe; is that correct? 

Mr. Strassen. That is right, aid to Europe and European defense 
expenditures. 

he Coarnman. And the deep red lines relate to all of Europe. 
The pale red blocks relate only to Germany? 

Mr. Strassen. That is right. 

The CHarrmMan. Now, give us a little clearer understanding as to 
what the two shades of green relate to. 

Mr. Strassen. The two shades of green? The lower blocks of 

een indicate the economic aid, the Marshall plan type of aid. The 

igher part of the green shows the direct military aid, military hard- 
ware and training, the building of airfields and things of that kind. 

The CuarrMan. Mr. Simpson? 

Mr. Simpson. What is your reason for that? Is it because we 
cut tariffs? Is it because we spent less money over there, and they 
spent less of their own money? What is your reason for that chart? 

Mr. Strassen. The reason is to show the combination between the 
economic strength that is necessary in Europe and their defense effort 
which, in turn, has a relationship to our combined security in the 
free world. 

Mr. Stimpson. Do you suggest that if we cut tariffs more, we will 
eliminate that expenditure that we have over there now? 

Mr. Strassen. As you move forward on the expanded trade basis, 
you make it possible that they have an expanding defense effort on 
their own without United States aid. 

eon Srupson. Do you expect that to happen from this bill in front 
of us? 

Mr. Strassen. I expect that this bill is an important part of the 
United States security and economic policy with reference to Europe 
and the rest of the world. 

Mr. Simpson. Then, for that amount of money shown to the right 
of 1955, we will substitute for that increased trade? 

Mr. Strassen. That is right. Of course the increased trade is a 
worldwide factor as well as a European factor. 

Mr. Simpson. It would be specifically noticeable in that area, and 
eliminate the need for that expenditure? 

Mr. Strassen. That is right. 

Mr. Simpson. Are you willing to gamble to that extent? Would 
you ask for money in there this year if you get this bill? 

Mr. Strassen. We are asking for no economic or direct defense 
support for any of the Marshall plan countries in the Congress this 
year. 

Mr. Stmpson. Thank you. 

The Cuatrman. If there are no further questions, about the chart, 
you may proceed with your statement. 
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Mr. Strassen. Thank you, Mr. Chairman. 

In Europe, the economic aid programs, whose original purpose was 
to restore war-shattered economies and whose later purpose was to 
help a much-needed military buildup after Korea, are, with few 
exceptions, closing out completely. The exception is Spain. In 
Spain we are just getting the bases in. The improved economic con- 
ditions in Europe have resulted in substantially increased levels of 
privately financed trade. This shows the success of our working 
toward the objective of increasing the amount of trade on a business 
basis. Whereas in the period 1948-52 a substantial proportion, 70 
percent, of the total nonmilitary United States exports to Europe was 
financed by aid dollars, during the past 2 years only 34 percent was 
so financed and 66 percent. was paid for on the regular commercial 
basis. 

Of course, the trend is continuing sharply, down on aid and up on 
private business financing of trade. Although our aid has gone down, 
the European economies have progressed to the point where gold and 
dollar reserves are at an all-time high, industrial and agricultural 
production is at record levels, and the standard of living, on a per 
capita basis, is the highest in Europe’s history. Europe’s defense 
expenditures are at high levels and now amount, in 1 year, to more 
han ihe entire cost of the Marshall plan which covered a 3-year 
period. 

However, at the present time, without extraordinary United States 
Government expenditures, Europe would not now be able to maintain 
its present level of defense and at the same time, as it is presently 
doing, pay for as large a volume of food and manufactures labeled 
“made in USA.’”’ Such extraordinary United States Government 
expenditures, for United States troops, for United States weapons, for 
United States airfields, and so forth, are not a satisfactory long-term 
basis for balancing international payments accounts. 

In recent years, there has been significant progress in the easing of 
restrictions by European nations on imports of United States goods. 
Many nations in Europe are getting rid of government controls over 
trade. This includes a decrease in the state trading. Quotas are 
being dropped, and as a result of the work of the Dollar Liberalization 
Committee of the Organization for European Economic Cooperation 
(OEEC), and the work of GATT, many countries, including Denmark, 
Sweden, Germany, and the United Kingdom, are permitting increased 
imports of United States goods. I have just returned from a meeting 
in Paris of the OEEC at which agreement was reached on extending 
further the trade-liberalization program in Western Europe, including 
a country-by-country review on restrictions of dollar trade. Between 
now and June, that will be going on with our experts participating in 
Paris. In my opinion, it is in the United States interest, in the 
interest of United States workers, farmers, and businessmen, that we 
should keep this momentum going in the right direction. Passage of 
this bill will help forward this momentum toward greater freedom, 
and less Government interference, in trading relationships. 

Although some restrictions against United States products have been 
reduced, many still remain. Furthermore, some nations have been 
forced to put up new government controls. These newly imposed 
restrictions are the result of reduced exports to the United States. 
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These nations are not now earning the money they need to buy from 
the United States the goods they would like to have. 

There are a number of reasons for the decline in dollar earnings 
but, whatever the reason, the ultimate effect is reduced purchases 
of our goods and increased controls over their trade with us. No one, 
least of all the American businessman, likes to carry on trade under 
such conditions. 

I have a chart showing a few countries in which our exports have 
declined as our imports from them declined. It shows this close 
relationship to what happens. You will notice that as the United 
States imports from Chile, the United States imports from the 
Argentine, the United States imports from Indonesia, the United 
States imports from Mexico declined, the United States exports 
declined as well. Either on a worldwide basis or area basis, you find, 
of course, this inseparable relationship that what they can buy from us 
is limited in large measure by what we buy from them. The provi- 
sions of this bill, namely the authority for the modest and gradual 
reduction of United States tariff barriers on a reciprocal basis, selec- 
tively administered, can help speed up the progress which free nations 
are making in their own economic development programs. Passage 
of this bill will add one niore push to the economic development we 
are all seeking, a development which is in the self-interest of the 
United States. 

As other countries develop, we are in a better position to expand 
our sales abroad for United States industrial and agricultural products. 
The more economically developed a nation is, the better customer it 
is for United States exports. Sometimes the question is raised, | 
we help another country develop, do we not thereby cut off our trade 
opportunities. The whole history of the world is the other way 
around. As a country develops, it is a better customer. I have a 
chart that dramatically indicates some of the countries more well 
developed and their per capita trade compared to some of the under- 
developed countries and the very small trade we do with them. In 
a total foreign economic policy, as we help the other countries develop, 
we establish customers for the future rather than losing trade oppor- 
tunities. Economic development—that is, the direction and man- 
agement of men, materials, machines, and money into productive 
enterprise—is one of the most challenging tasks facing the free world 
today. 

There are vast areas of the world where huge populations exist at 
a low standard of living—they are not good customers for anyone. 
In these areas is taking place a tremendous struggle for the allegiance 
of mankind.. In recent years, the Communists have intensified 
their economic activities—propaganda, offers of trade, and, most 
recently, offers to be of assistance in economic development. 

This chart shows in a dramatic way this new Soviet offensive in the 
economic field. The red symbol indicates the place where they have 
taken part in a trade fair, and they are moving very actively and ex- 
tensively in trade fairs around the world. You will remember that the 
last Congress moved to expand our counteraction in the trade-fair 
field. Our Department of Commerce, with United States business 
associated with it, is now countermoving on the trade-fair situation. 
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The orange-colored symbols are the places where they have trade 
agreements, where the Soviet bloc has negotiated with these other 
countries. You can see the tremendous movement of trade-agreement 
negotiations all around not only the edge of the Soviet bloc, but reach- 
ing into Latin America. 

Then, you see for the first time their offers of capital assistance, 
where they offer to help put in a capital plant, and their offers are of a 
form that they will take payment back in the goods the other country 
produces in surplus at 2% percent interest. Those are the new offers 
of capital assistance that are beginning to come up in some of these 
countries. 

Finally, they are now beginning to copy us in the offers of technical 
assistance. They will send Soviet technical experts into these under- 
developed countries, if the countries will receive them and welcome 
them. You understand, these are offers at the present time. This 
shows their intensified economic warfare. 

Mr. Simpson. Does this bill have a bearing upon that, Mr. Chair- 
man? 

Mr. Strassen. Yes, Mr. Simpson. As they move in an intensified 
economic-warfare approach, if we move in a constructive mutually 
beneficial trade approach to the world, it is the best possible counter 
to it. It is much more preferable than any other method. 

Mr. Stmpson. Do you mean in those countries where they are 
having those trade fairs? Does this bill provide for that? 

Mr. Strassen. You see, this is a comprehensive movement on their 
part. The most important way in which we can countermove is by 
the expansion of genuine trade on a mutually beneficial basis. 

Mr. Stimpson. I cannot follow that map. What countries are 
shown there? 

Mr. Strassen. The red lines are the periphery of the Soviet bloc. 
It was not possible to show all the geographic lines. We can give 
you all the details. 
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For example, this point on the map is Sweden, and then Finland, 
then Norway. You can go around the whole circle. On this right- 
hand side of the map is India, Burma, and so on. If we had put on 
all the country lines, the map would have been harder to observe. 
That just locates them. 

Mr. Jenkins. Do the red ones indicate the United States’ 

Mr. Strassen. No; the red ones are trade fairs where he Soviet 
put in an exhibit. The orange is a trade agreement between the 
Soviet and a free-world country. 

Mr. Jenkins. I do not understand. 

The CuarrMan. If you will permit, Mr. Jenkins, the red line 
coming around there shows the border of the Soviet bloc. 

Mr. Jenkins. Yes; I know that. 

The CuarrmMan. And these symbols show how the Soviets are reach 
ing over beyond their border into these other countries with trade fairs, 
trade agreements, capital-assistance offers. and technical-assistance 
offers, 

Is that correct? 

Mr. Strassen. That is right. 

Mr. Jenkins. What does the red indicate? 

Mr. Strassen. A trade fair. Those are all trade fairs. 

Mr. Jenkins. What are the yellow ones? 

Mr. Srassen. The yellow ones are trade agreements. Here is 
India with a trade agreement and Indonesia with a trade agreement. 

Mr. Jenkins. You have nothing there to show what we are doing? 

Mr. Strassen. Pardon me? 

Mr. Jenkins. That map does not show what the United States is 
doing. 

Mr. Strassen. No. The map is entitled “The Soviet Bloe In- 
tensifies Economic Warfare.’’ One of the important things we are 
doing is H. R. 1, now before this committee. 

Mr. Jenkins. Your organization is extending pretty well all over 
that area. What have you been doing to counteract that? 

Mr. Strassen. We have been carrying on a very extensive and, I 
believe, an effective, program to counter it. We have to step up the 
counteroffensive, and H. R. 1 is the best way to counter it. 

Mr. Jenkins. I happened to have made a trip in that section 
recently, and I found what you say there, a good deal of encourage- 
ment, and I thought perhaps that was your work, the work of your 
organization. 

Mr. Stassen. That is correct. Thank you, sir. 

Mr. Jenkins. What is the effect of your work? Is it growing, or 
increasing, or are the Russians gaining on us? 

Mr. Srassen. We are increasing our effort in this Asian and Near 
East area. Take, for example, Iran. Two years ago, Iran was a 
very dangerous place, because you had instability in government, 
you had a Soviet offensive on the place, and you had great difficulty. 
In Iran, you had tremendous oil resources and a great way to further 
oil resources. With the change of government in August 1953, when 
there was established a new government, we immediately moved in 
under the Presidential order and congressional authority to expand 
United States aid to that new government, to stabilize their country, 
to bring in commodities and to get conditions under which they could 
renegotiate their economic relationships to the free world. Out of 
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those renegotiations, conducted under the leadership of Under Secre- 
tary Hoover, who at that time was Special Ambassador, a new oil 
agreement has been reached with Iran, under which 40 percent of their 
oil goes to United States companies, 40 percent. to the British com- 
panies, 14 percent to the Dutch, 6 percent to the French. There is 
new stability, and new prospects of a sound future in Iran for the free 
world and the people of Iran. That is one of the concrete ways we 
are countermoving. 

When the government that was Communist got thrown out of 
Guatemala, we moved in with a $5 million aid program and are 
helping that country recover from the bankruptcy that the Com- 
munists had imposed upon it. Now, a new agreement is being 
worked out with the United Fruit Co. for commercial development and 
sound relationships with Guatemala. In the whole situation, we, in 
our direct program of mutual security, can help meet emergencies, we 
can help bridge a difficult situation. But the fundament of the long- 
term relationship in the free world must be trade, trade on a mutually 
beneficial basis. It is neither sound nor wise to try to substitute 
an aid program for what trade ought to be doing. 

Mr. Chairman, this vast number of people in this free area of the 
world of South Asia and the Far East can become better customers 
for the free world or they can be lost as far as free world markets are 
concerned, and this includes United States sales abroad. The free 
world’s market can be almost 2 billion people or—should just the are 
from Japan to Pakistan be lost—it can be cut down to 1 billion. 

I support this bill, H. R. 1, because it is in what the President 
has called the ‘enlightened self-interest of the United States.”” There 
is, I believe, a vast difference between self-interest and selfish interest. 
Were benefits proposed in this bill to come only to the United States, it 
would represent only selfish interests. The benefits, in this bill, 
however, will be widespread. They will be for the self-interest, the 
mutual interest, of the free nations. We share many vital economic 
interests with our friends and allies. As we work together in mutual- 
ity of interest, our grand partnership can be increasingly successful. 

We have come far in meeting the double-barreled economic challenge 
of our time: First, the challenge of the economic conditions in the 
free world; and, second, the challenge of intensified Communist 
economic activity. More needs to be done. The best way is the 
traditional American way of encouraging and releasing the forces of 
private initiative. The more that can be done on a private business 
basis, the less will be the need for economic assistance from govern- 
ments, including the United States Government, and the less will be 
the need for financing, with public funds, the trade and development 
which the free world must have if it is to become and remain prosper- 
ous in economic affairs, strong in military affairs and able to work 
out its future in an atmosphere of hope and confidence. 

Thank you, Mr. Chairman. 

The CHatrMan. Does that complete your statement, Governor? 

Mr. Strassen. Yes, Mr. Chairman. 

The CHatrman. I want to congratulate you on this splendid state- 
ment you have presented and the very valuable and helpful informa- 
tion you have given the committee. 

Mr. Stassen. Thank you. 
The CHatrMan. Are there any questions? 
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Mr. Ixarp of Texas, will inquire. 

Mr. Ixarp. Governor, I notice on page 2 of your statement, at the 
bottom of the page, you say: 

Although our aid has gone down, the European economies have progressed to 
the point where gold and dollar reserves are at an alltime high. 

Mr. Strassen. That is right. 

Mr. Ixarp. That is a very interesting statement to me. I wish 
you would elaborate just a little on that. 

Mr. Srassen. Yes. I will be glad to do that. In fact, I believe 
I have a chart which will show specifically what has happened to it. 
Approaching World War II, at the time of the economic crisis, world- 
wide, in the 1930’s, the gold and dollar reserves of Europe went way 
down and there were panics in various markets which, in turn, con- 
tributed toward the depth of the depression in the United States. 
These economic troubles in the rest of the world deepened our own 
economic depression. So, in this postwar program of rebuilding the 
economies of Western Europe, we have also endeavored to strengthen 
their currencies, because private enterprise can only expand when you 
have a strong and stable currency. 

In this process, we have now reached the point where the gold and 
‘dollar reserves behind their currencies in these countries are a bit over 
$10 billion. That reflects, in turn, in the stability that you now find 
in the British sterling, the deutschemark, the kroner, the French 
franc, the Belgian franc, and so on, around the world. This chart 
indicates the gold and dollar reserves from December 1952, up to 
November 1953, which is the latest figure available, for these total 
countries and of individual countries. 

This is France on the bottom in red, then comes Italy with the green 
hatch, then Belgium, then the Netherlands, followed by Germany, 
the United Kingdom, with the reserves for the whole sterling area, 
then comes the other smaller countries, and so forth. They now have 
the kind of reserve by which their currency can remain stable and 
they can begin as they are now doing, with our working with them, 
to relax the restrictions on dollar trade. 

Mr. Ixarp. That, of course, was the next question, if they have 
reached the point where they could relax their restrictions on dollar 
trade. I am still a little confused about the all time high. The 
chart, as I read it, does not show an alltime high but only the high 
since 1952. Is that correct? Is this in fact an alltime high? 

Mr. Strassen. This is in fact an alltime high. 

Mr. Ikarp. Do you have any comparison, or is there any compar- 
ison existing, with the prewar figures? 

Mr. Strassen. We can furnish it back for 50 years and will be glad 
to do it for the committee. 

Mr. Ikxarp. But this is the highest in the 50-year period? 

Mr. Strassen. That is right. Some of these individual countries, 
you understand, have been higher at times. For instance, there 
were times when the sterling area had a bigger gold and dollar reserve. 
But take the group as a whole and you will find this is the alltime high. 

Mr. Ixarp. In other words, your statement would be that this is 
the colleetive dollar reserves and gold reserves of that group and not 
necessarily of the individual countries? 

Mr. Srassen. That is correct. 
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Mr. Ikarp. One other statement in the same paragraph that 
interested me is that you stated the production of agriculture and 
industry is at record levels, and that the standard of living on a per 
capita basis is the highest in Europe’s history. 

Mr. Strassen. That is right. 

Mr. Ikarp. Is that true, generally, in free Europe or are you again 
talking of specific countries? 

Mr. Strassen. I am speaking of the total of Western Europe. It 
will apply in just about every country. 

This last year, on the average, their wages went up 7 percent, and 
it went up 7 percent without new inflation, without new price rises, 
so they were real increases in wages. We have encouraged that rise 
in the wages of the workers of Western Europe through the Organiza- 
tion for European Economic Cooperation. 

The gross national product of Western Europe will reach about 
$200 billion when the final figures are in for 1954, and that divided by 
the population gives you a higher standard of living. 

Mr. Ixarp. Then it would follow, Governor, if that is true, that this 
is their highest standard of living and that their gross national product 
has reached the highest level. At least the NATO countries plus 
Germany would be in a position to really get into the world market and 
do some trading if they had the facilities through this legislation to 
do it? 

Mr. Strassen. That is correct. 

Mr. Ixarp. That is all, Mr. Chairman. 

The CuarrMaAN. Are there any further questions? 

Mr. Simpson of Pennsylvania, will inquire. 

Mr. Stwpson. Mr. Stassen, with all of this great prosperity, dollar 
and gold prosperity, in Europe, why is it they have all the restrictions 
they have against free trade today? 

Mr. Stassen. The restrictions are beginning to be relaxed. They 
are the carryover from the postwar situation when they were extremely 
short of gold and dollar reserves, and in economic difficulty. A num- 
ber of the countries have begun to make significant relaxations of 
dollar restrictions, including Denmark, Germany, the United King- 
dom, and Sweden. We are working with every one of the rest of them 
to constantly relax their restrictions. One of the things that they are 
to some extent looking to is the indication from the United States 
Congress of our future trade policy in relationship to their relaxation 
of restrictions. So, H. R. 1 has a direct bearing on these restrictions. 

Mr. Stupson. You have mentioned the several countries of Den- 
mark, the Netherlands, Sweden, and the United Kingdom, where 
restrictions have been lifted. It is your argument, I assume, that by 
lifting those restrictions they help trade. 

Mr. Strassen. That is right. 

Mr. Simpson. My figures disclose that having lifted the restrictions, 
whatever they were, instead of helping trade our trade has been going 
backwards with Denmark, the Netherlands, Sweden, the United 
Kingdom, and France. In 1951, with Denmark, we did $65.7 million; 
in 1953, $38 million, and in the first 6 months of this year, $8 million. 
For the Netherlands, $281 million in 1951; $251 million in 1953, and 
for the first 6 months of 1954 it was $86 million. For Sweden, $133.8 
million in 1951; $101.7 million in 1953, and a much lower rate in 1954. 
What were these restrictions which they lifted in those countries? 
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Were they inconsequential items and was it done simply to influence 
you gentlemen that they were cooperating? Or was it done sincerely 
to help trade? 

Mr. Strassen. Mr. Simpson, in the first instance, most of the figures 
you read of the earlier years were not just trade figures but aid figures. 
In other words, the real flow of goods to most of these countries, with 
the exception of Sweden, was the aid. They were the big aid flow of 
commodities to these countries after the war. Furthermore, as I 
understood you to read, you had the figures of trade for the first 6 
months of 1954. That was prior to these liftings of restrictions. The 
trade is now expanding with these countries. The restrictions were 
lifted in the last 6 months. 

Mr. Simpson. Will you tell me what the restrictions were that were 
lifted? 

Mr. Strassen. Yes. A bar on the use by their businessmen of 
dollar foreign exchange; the actual prevention of importing many 
dollar goods by direct quotas; various kinds of currency controls that 
would prevent their businessmen from buying dollar goods even if 
they wanted to. They were steps of that kind. It was a whole net- 
work of special restrictions on private trade with the dollar area that 
they have had. 

Mr. Simpson. And you say they have not been reflected in the trade 
figures because there has not been time? 

Mr. Strassen. They are beginning to reflect in the most recent 
figures. 

Mr. Stmpson. Do you have figures to show their effect? 

Mr. Strassen. The prelminaries; yes. 

Mr. Simpson. Do you continue to be of the opinion that our opera- 
tion under the program should be reciprocal? 

Mr. Strassen. Yes. 

Mr. Stupson. That is to say, for each concession we make we should 
get a comparable gain? 

Mr. Srassen. Of course it depends on what you mean by ‘‘compa- 
rable.” You have to look at the total effect. If we make a concession 
that has a most-favored-nation aspect to it, our concession then, to 
us, has a worldwide implication, and you have to consider that their 
concession would not be of that same magnitude, and, therefore, we 
cannot always match them equally on it. We have to carefully safe- 
guard our total trading and internal domestic picture, while we nego- 
tiate with them in specific situations. 

Mr. Simpson. Then you do not mean that item by item there should 
be reciprocal reward evident when the agreement is reached? 

Mr. Stassen. No. I mean you have to do a careful, selected, 
detailed, professional analysis of the precise circumstances of each 
negotiation. 

Mr. Stimpson. I want to get this very clear. From your point of 
view, am I correct that you look at the overall picture without any 
regard to the specific item upon which the negotiation is based? 

Mr. Strassen. Quite the contrary. You have to watch the specifics, 
when you negotiate, on every specific item. Otherwise, you can 
unintentionally injure a United States business or adversely affect 
trade, unless you are very careful, very professional in looking at the 
details and in having in mind the comprehensive effect of that detail 
when you negotiate it. 
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Mr. Simpson, Then, are you one of those who under no circum- 
stances wants to hurt American business, any American business? 

Mr. Strassen. My view is that from the long-term effect, you want 
to help American business. You want to help American workers and 
you want to help American farmers. 

Mr. Stmpson. Governor, I did not ask you that question. You do 
not have to answer it. I asked you whether you do not want to hurt, 
under any circumstance, any one American business. 

Mr. Strassen. Let me put it this way, in order that you understand 
my meaning and I understand yours. If we had taken the view that 
under no circumstances did we want to put the horseshoers out of 
business, or any of them, we could have blocked the progress of 
America in the machine age. So you have to look at the comprehen- 
sive effect and whether or not you are building total jobs and total 
businesses, and business opportunities for the American people. 

Mr. Stimpson. I would like to talk not about the horseshoe business, 
but about the shoe business in New England and in Missouri, with 
the human beings. You, under no circumstance, want to hurt the 
American production of shoes? 

Mr. Strassen. I would put it this way, that I want to see the total 
United States economy expand so that there is more future shoe 
business for our own people and for the people of other parts of the 
world. In other words, if you try to safeguard a particular business 
in a restrictive way, and in a narrow, short-term way, you hurt that 
business in the long run. 

Mr. Srmpson. Then, your answer is that you are unwilling to pro- 
tect an individual business? 

Mr. Strassen. My answer is that the best way to protect an indi- 
vidual business is to assure the overall high level of United States 
economic activity. 

Mr. Stmpson. Even though that necessitates the shutting down of 
a particular business or industry or concern? 

Mr. Strassen. That is not what I said, Mr. Simpson, even though 
that involves a continuous change in the United States business pat- 
tern. In other words, the United States business, production, and 
financial pattern undergoes constant change, for many reasons, domes- 
tic and foreign. If you ever try to stop change, then you will put the 
United States economy into the reverse. So the constant change, 
domestically and in relationship to the world, is the thing that I feel 
is a sound policy. It is the policy that President Eisenhower advo- 
cates. But it must be a very careful change. You must carefully 
observe exactly how it takes place and not have it be too sudden in 
any one respect. 

Mr. Stmpson. Now, may I inquire along another line for a moment. 
You showed where you have successfully, I believe, countered the fairs 
and so on that the Russians have been having to attract business in 
those areas of Europe and elsewhere, and you tell me, if I understand 
correctly, that you do not contemplate having money for that same 
kind of work in the next year or two? 

Mr. Strassen. In Europe, in the Marshall plan countries, we are 
going out of the aid business. In other words, with these few excep- 
tions that I mentioned of Spain and Berlin, and the matter of the 
pipeline of military items that are still flowing, it can quite genuinely 
and broadly be said that we are going out of t e aid business. 





228 TRADE AGREEMENTS EXTENSION 


Mr. Simpson. You believe, then, that the substitution of H. R. 1 
will equal or counter that influence of the Russians in those areas to 
such an extent that you do not need more money for those same 
purposes? 

Mr. Strassen. In Europe, that is right. 

Mr. Stimpson. Would you tell me how it is possible that H. R. 1, 
with its permission for 5 percent cuts in the next 3 years, could con- 
ceivably in those particular areas provide additional business which 
would counteract that influence from Russia? 

Mr. Strassen. It is one part of the total movement toward more 
international trade between European countries, between European 
countries in dollar areas, between other parts of the world, that gives 
rise to greater economic health, greater strength and more private 
business we know means more economic success than if you put it 
under Government hands and keep it as state trading. So the com- 
prehensive effect of the moves like H. R. 1 are the key to future eco- 
nomic health and strength in the free world. 

Mr. Stmpson. Just a moment. Do you mean that H. R. 1 itself 
is going to substitute for the work you have been doing in those areas 
where the Russians are putting the heat on with their trade fairs? 

Mr. Strassen. Not itself, no. Their own efforts, their own trade 
with each other, the whole total picture of an expanding economic 
system on a free enterprise basis in Western Europe of which H. R. 1 
is a keystone. 

Mr. Stmpson. Have you any idea of the amount of additional trade 
that the provisions of H. R. 1 might permit in the next year? 

Mr. Strassen. That is very difficult to estimate. In the next year, 
it will have very little effect. In other words, it takes time for these 
negotiations. But it has the immediate encouragment effect on pri- 
vate businessmen all over the world, that they can look forward to 
sound economic conditions, and they would have less reason to fear 
depression conditions coming up. 

Mr. Simpson. Governor, my travels do not begin to compare with 
yours. 

Mr. Stassen. Pardon me? : 

Mr. Simpson. My travels do not begin to compare with yours, nor 
do my contacts. But they have led me to a definite conclusion that, 
as far as businessmen abroad are concerned, it is not this additional 
5 percent of a possible tariff cut that concerns them, but it is the ques- 
tion of what our trade policy is going to be. That is why we are told 
they wanted the 3-year extension, at least it is an equal reason, with 
the request for authority to cut tariffs. 

Mr. Strassen. You understand, when I spoke of H. R. 1, I was not 
speaking of the 5 percent, but I was taking the 4 corners of H. R. 1, 
which includes the 3-year program. 

Mr. Srwprson. The particular thing that they talk to me about has 
to do with the escape clause, that that creates a circumstance of 
instability. You have surely heard that argument. 

Mr. Strassen. Surely. 

Mr. Simpson. And yet you ask for the escape clause to be kept in 
the law? 

Mr. Srassen. That is right. 

Mr. Stmmpson. You would not have it removed? 

Mr. Strassen. No, sir. 
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Mr. Simpson. Or liberalized? 

Mr. Strassen. No, sir. 

Mr. Simpson. It has operated to date to your entire satisfaction 
with respect to the Swiss and all the others? 

Mr. Srassen. That is right. In other words, I supported the 
President’s action on the Swiss watch case under the predecessor of 
this bill. 

Mr. Stwpson. And you feel that that gives sufficient remedy to the 
American businessman and does not unduly harm international 
relations? 

Mr. Srassen. That is right. You have to balance the careful safe- 
guarding and protection of United States business versus the broad 
economic and security strength of the free world, which is also in the 
interest of United States business and the United States people 

The best method, I believe, is to have, as H. R. 1 does, a Congress 
declare the policy, give to a responsible executive, to wit, the President 
of the United States, the power to decide, and then, of course, the 
American people hold the President responsible every 4 years. 

Mr. Stwpson. The only other question I want to ask you about has 
to do with the agreements in Japan and Asia. As I understand, we 
plan to possibly make cuts with respect to the tariff there, and to 
encourage a multilateral trading at the same time. That is to say, 
we might make concessions to European nations and they, inturn, 
would make concessions to the Japanese. Do you know anything 
about that plan? 

Mr. Strassen. I know something of it. 

Mr. Stmpson. It makes sense, does it? It does to me. 

Mr. Stassen. Yes. That is Japan must have a way to earn its 
living as a member of the free world. An important part of Japan 
making a living in these past 3 years has been the earnings they have 
had in supporting United States troops fighting the Korean war, or 
holding a defense position in the Far East. With the ending of the 
Korean war, with our gradual redeployment of our forces under our 
security policy, clearly the Japanese earnings of unusual dollars from 
the United States Treasury by that method will decrease and should 
decrease. You must have in the free world, Japan must have, the 
chance to earn the way for her purchase of raw materials and food 
which she needs. 

I think the sound way for that to take place is for increased trade 
opportunities of Japan down in that southeast Asia and south Asia 
area, for one thing; some increase in nonstrategic trade with China 
and Manchuria and the Soviet; some increase in trade with the United 
States, and some increase in trade with Europe. All of these things 
together, with perhaps some expansion in tourist trade and things of 
that kind are the ways in which Japan can and must be able to earn 
a living. 

Mr. Simpson. But what about the countries in southeast Asia? 
Are they independent countries? 

Mr. Strassen. Most of them are now, yes. 

Mr. Srmpson. Where are the areas affected by our agreement with 
Europe, cutting tariff, vis-a-vis United States versus Europe, for the 
advantage of the Japanese trade? 

Mr. Strassen. A good part of that area is in the sterling bloc, or the 
sterling area, so that the strength of the United Kingdom and of ster- 
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ling, as a major trading currency in the world, is intimately connected 
with the trading situation in Europe and in Asia and, in turn, the 
opportunities for Japan. 

Mr. Stmpson. It would be possible, as you explain it, that in con- 
nection with the Japanese agreement with which other countries are 
associated, we would conceivably make concessions to the United 
Kingdom and sterling countries, by which they could, at a more ad- 
vantageous manner, ship goods to the United States, whereas their 
real intent would be to increase trade between Japan and the south- 
eastern countries? 

Mr. Strassen. It is all interlocked. 

Mr. Stupson. I understand. We make the concessions to the 
United Kingdom and associated countries in order to help the Japanese 
trade in the United Kingdom and associated country’s properties in 
the Far East, is that right? 

Mr. Srassen. That is kind of an oversimplification. But it is a 
consequence that comes from within. 

Mr. Stmpson. Well, it is done with that intention, is it not? 

Mr. Srassen. Not exclusively, no. As one part of our foreign 
economic policy, we need to see to it that all major countries, including 
Japan, have an opportunity to earn a living on a mutually advan- 
tageous basis. 

Mr. Stmpson. How important to this overall program is the factor 
dealing with the income-tax rates, corporation income-tax rates? 

Mr. Strassen. Do you mean for private investment? Do you mean 
that 14 percent concession? 

Mr. Stmpson. Yes, sir. 

Mr. Strassen. Well, I believe that the expansion of United States 
private investment overseas is a highly desirable way in which the 
United States, as a strong creditor country, should have its future 
relationship to other countries, so that, specifically, through this tax 
concession which the Treasury recommends and which the President 
recommends, if you thereby have more United States private invest- 
ment overseas, 1t is my estimate that you will accomplish as much 
with every $1 invested privately as you can with $3 of American aid, 
Government aid. 

Mr. Stmpson. And undoubtedly more efficiently spent and so on? 

Mr. Strassen. That is right. 

Mr. Stmpson. Would you safeguard it, though, if the other country 
persists in sending its dollars over here? Would you still encourage 
American money to replace that, which would have the abnormal 
risks abroad? 

Mr. Strassen. Yes. That is, I think the advantage of United 
States investment abroad is clear. The other problem should be met 
by other means. The other problem is not, thus far, of any real 
magnitude. 

Mr. Simpson. I am taking too much time, but here is a final 
question. 1 understand there are as many restrictions today as there 
have been at almost any time in the past 25 years. We have in those 
twenty-odd years traded off, under the reciprocal trade program, the 

one thing we intended to trade off when we passed the program, the 
high tariff rates we had, and we come to a point now where our rates 
are very low compared to the world countries. In this bill, we propose 
a still further cut. Each time we make a cut, I do not see how we 
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are gaining because we are getting more restrictions, if I am correct 
in saying there are more restrictions today than there were years ago. 
Yet, we have given away our bargaining advantage. What do we 
do when our advantage, if there is one, is gone? What do we do then? 

Mr. Strassen. That is a very, very intelligent question, Mr. Simpson. 
In other words, we have traded away too much for the state that we 
are in at the present time. I have a chart on the overall United States 
economic relationship to the rest of the world which bears on that. 
I think it would indicate that we are now, for the first time, coming 
into the conditions in which we can attain these relaxations of the 
restrictions. I try to keep our entire Foreign Operations Administra- 
tion on their toes to think about the total United States position 
versus the rest of the world, even though we have a sharp responsi- 
bility in one field. Of course our people sit, as Mr. Hall does, on these 
various broader interdepartmental groups. My staff has pulled 
together this chart which shows the total picture of the United States 
economic relationship to the rest of the world and, therefore, it has a 
direct bearing on your question of have we traded away too much 
without getting ourselves in the right position. You will see that 
in 1954, and these are preliminary figures but quite accurate, we 
exported from the United States, in regard to the total eccnomic 
financial relationship of the United States to the rest of the world, in 
the amount of $22.5 billion each way. You can see how it balanced up. 

This block on the left shows what we shipped to the rest of the 
world. Physical exports, $16.1 billion, and the major items of wheat, 
tobacco, meat, cotton, textiles, paper, wood products, metals and 
minerals, machinery and vehicles, and chemicals. Military supplies 
are shown in red. 

This shows the other kind of adjustments. We sent out due bills 
for United States capital earnings abroad of $1.9 billion. Here is 
your item of foreign ownership with increased dollar assets in the 
United States of $1.2 billion. 

The CuarrMan. Would you speak a little louder, Governor? 

Mr. Strassen. Iamsorry. This item here shows the dollar services 
rendered in the United States to foreign citizens and governments, 
from embassies to their tourists, to their business people, anything 
rendered in the United States. I will come back to that one. This 
other side shows what we took in from the rest of the world, $11.4 
billion. There is the physical-goods difference. The indication would 
be that we have not thus far given to physical goods any unfair 
advantage regarding our exports of physical goods. We are in a good 
trading position. We have not gotten ourselves in a bad position. 
In the imports we took in, the major items were coffee, sugar, rubber, 
fish, pretty substantially not competitive, although a bit of com- 
petition in some points, wool, hemp, textiles, fibers—and you get 
more competitive in some of those—metals and minerals, and mostly 
minerals that do not compete, machinery and vehicles, such as the 
little Jaguar cars and little things like that, military purchases from 
abroad, including offshore procurement, chemicals, miscellaneous and 
adjustments. 

To balance up, our private people during the year increased their 
private investment by $1.4 billion. The more you can expand this, 
the better off you are from any standpoint, because there you get an 
asset overseas by a private investment, and you get it in private 
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hands where it belongs. These were the due bills for foreign capital 
earnings in the United States. These are previous investments 
where they sent us a bill. 

The TYR’s, that is shorthand for thank you receipts, for private 
remittances, families sending money home to the relatives, $400 
million. This next is the tourist trade and our embassies overseas— 
dollar services to United States citizens and governments overseas— 
with tourists becoming an increasingly important item here. These 
are the I O U’s and thank you receipts for United States aid. Now, 
you are coming down into the area I am directly responsible for where 
we try to balance this whole thing up and build strength. 

This is the military in red. You can see where we shipped $3.2 
billion, and provided $3.4 billion in military aid. You more or less 
cancel the two items out as a result of building strength. Then here 
comes the rest of the thing I am responsible for in large part, United 
States loans and other grants, $1.4 billion. When the whole thing 
balanced out for last year, we shipped out $300 million in gold to 
balance up the situation. We are in a good trading situation as we 
go into these things. 

Mr. Stmpson. We were told, as I recall, that if we had no tariffs 
whatever we could not expect to have more than, I think it was, a $2 
billion increase in foreign trade. 

Mr. Strassen. Let me make it clear, I am not and never have been 
a no-tariff man. I believe in tariffs. 

Mr. Simpson. I simply cited that to say that there would still be 
a remaining gap, if that figure I gave you is correct. 

Mr. Strassen. Actually, if you had no tariffs whatever, you would 
have chaos. You would have a bad economic picture. 

Mr. Stmpson. Let us keep it on the critical. Take my word that 
that is the figure given, somewhere around 2 billion. What would 
we do then? 

Mr. Strassen. I do not quite understand you, sir. 

Mr. Stupson. Those United States loans that you have, 4.8, they 
helped us bring the thing into balance; did they not? 

Mr. Strassen. That is right. In other words, if you had not had 
this, you could not have shipped the military supplies, either. 

Mr. Stmpson. You would like to substitute, (1) more trade, and 
(2) more investments abroad? 

Mr. Strassen. That is right, and more tourists abroad, and all of 
these different steps. Thatisright. I would like to see the total both 
ways go above $22.5 billion and gradually come up to a wider expanded 
basis or movement in the world. That would build better economic 
strength, a better standard of living, and more security. 

Mr. Stmpson. That is all, Mr. Chairman. Thank you. 

The CuHatrMan. Are there any questions over here? 

Mr. Eberharter of Pennsylvania will inquire, Governor? 

Mr. Exsernarter. Mr. Stassen, would you say that the action by 
the United States with respect to the raising of tariff rates on watches 
is one of the most far reaching ever taken by this Government since 
the inauguration of the trade program, the reciprocal trade program? 

Mr. Strassen. It certainly was one of the important specific actions 
under the program, yes. 

Mr. Exseruarter. Do you think that gave to Switzerland any more 
confidence in the trade policy of the United States? 
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Mr. Strassen. No. 


Mr. Exseruarter. Do you think the result was adverse insofar as 
their confidence in our trade policy was concerned with the Swiss 
Government and the people of Switzerland? 

Mr. Stassen. No. I think what it did was to show clearly that 
we would not permit the United States watch industry to be com- 
pletely destroyed, that we wanted a United States watch industry, 
that they could have a very substantial Swiss market here, coming 
up to about 60 percent of our total United States use of watches, but 
they could not come up and take 80 or 90 per cent of it. I think that 
is what it meant. I think it was an important thing to get it clearly 
understood and establish it. 

Mr. Exseruartrer. Then, you think that the American watch 
industry itself is not able to compete with the manufacturing of 
Swiss watches? 

Mr. Strassen. That is right. The American watch industry needs 
a tariff in relationship to the Swiss watch industry. 

Mr. Esernarter. The Americans do not have the know-how 
insofar as the manufacture of watches is concerned? 

Mr. Strassen. No, that is not it alone. The American wages are 
much higher. The American volume is not as high. In other words, 
Switzerland, by long tradition, does a tremendous worldwide business 
in watches. They are specialists in it. As a matter of fact, vears 
ago I saw in some of the European museums remarkable Swiss watches 
built many, many generations ago. So you have developed that 
tremendous technique and concentration from which the whole world 
benefits. In other words, it is a good thing for America and the 
world that you have this tremendous skill in the production of watches 
in Switzerland. But you must limit imports so that you have a 
United States watch industry also with a chance to stay alive. 

With the differences in wage scales, and with the peculiar conditions 
of that industry, you do need a protective tariff for the United States 
watch industry. 

Mr. Erernarter. Let me ask you this: You are very anxious to 
encourage the investment of American capital abroad so that other 
countries can operate under American investment, American money, 
and American know-how, so that they can improve their industrial 
capacity? 

Mr. Stassen. That is right. And improve their economic health, 
and have greater strength in the free world. 

Mr. Eseruerter. It is only when American money goes abroad, 
and American ingenuity, initiative, and know-how, mass production, 
as practiced in those countries, that those countries will become great 
competitors of the American industry here? 

Mr. Strassen. That is right. 

Mr. Ereruerter. So any American taking his money abroad has 
to be very careful not to teach them too much so they will not be a 
competitor of this United States, or else we will raise the tariff. Does 
that follow? : 

Mr. Strassen. That answer, now, does not follow. In other words, 
I can remember 25 years ago, Mr. Eberharter, when some of the 
businessmen of the United States said that when we helped Canada 
industrialize we were making a very great mistake, that we were 
going to lose a customer, and if Canada remained as an agricultural 
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economy and buying United States industrial products, that that 
would be ideal. What has happened? You have had a large flow of 
United States private investment to Canada, you have helped them 
make a tremendous advance in their own development, and they have 

become a better customer than ever for the United States. So when 
another country develops, even though they do become a competitor 
in the process, you help the future of United States business rather 
than hurt it. 

To put it another way, the United States cannot be economically 
successful as an oasis in an underdeveloped, poverty-stricken, financi- 
ally disrupted world. It can only be successful as a unit of strength 
and soundness in a world situation of economic strength and develop- 
ment and competition. 

Mr. Eseruarter. The economy, Mr. Stassen, of Switzerland has 
been very strong. 

Mr. Strassen. That is right. 

Mr. Epernarter. They are one of the most stable financial 
governments in Europe. 

Mr. Strassen. That is right. 

Mr. Eseruarter. Do you not think the action of the United 
States in hindering the importation of watches into this country will 
have an effect of weakening their economy when practically a great 
proportion of their success and stability as a government in Europe 
has depended on the manufacturing of watches? 

Mr. Strassen. You see, we did not stop the importation of Swiss 
watches into the United. States under the President’s order. What 
we did do is take steps so that it would not keep going up in the total 
percentage of the United States market. They will still make very 
heavy earnings of dollars in shipping watches to the United States. 
In other words, we will put it this way: The Swiss Government is 
not in financial trouble. They are one of the strongest. 

Mr. Eseruarter. They will not make as much money, will t" os 
as they did before, from the sale of watches to the United States’ 

Mr. Strassen. I think they will. 

Mr. Eseruarter. They will make just as much? 

Mr. Strassen. I think so. In other words, with the growing 
United States population, and every one of these millions of young 
children who are now coming up through the schools wanting a 
watch for high-school graduation, and so on, I think there is a good 
future for both the Swiss watch business, and with proper protection, 
the United States watch business. 

Mr. Exseruarter. But you felt that they were going ahead too 
fast, and you thought it would be all right to put a little obstacle in 
their way; is that right? 

Mr. Strassen. That it was in the United States interest that you 
put up a little higher differential in order that you would not have 
the Swiss watch taking too great a percentage of the total United 
States business and thereby making it impossible to keep a United 
States watch industry with all of its defense characteristics and 
employment characteristics. 

Mr. Eseruartrer. You mentioned defense characteristics. Is 
there anything in the basic reciprocal trade agreement statute which 
authorizes the President to take into consideration defense measures? 
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Mr. Stassen. The total laws of the United States clearly give him 
that authority and that responsibility. I do not think there is any 
question on his action in the Swiss watch case. 

Mr. Esernarter. But it is not in the reciprocal trade agreement 
statute; is it? 


Mr. Srassen. It is not inconsistent with the trade-agreement 
statute. 

Mr. Exseruarter. I say the specific authority is not contained in 
the United States reciprocal trade agreement statute, is it? 

Mr. Srassen. The authority to take the action is. 

Mr. Esernarrter. It is not in the Reciprocal Trade Agreement 
Act? 

Mr. Strassen. The duty to take action is in the United States Con- 
stitution. In other words, the United States Constitution puts the 
defense responsibility on the President of the United States in this 
executive sense. 

Mr. Esernarter. Yes. In other words, the President went be- 
yond the authority granted to him by that particular statue in order 
to raise these tariff rates 50 percent. 

Mr. Strassen. No; he did not. 

Mr. Eseruarter. You just said, if you will pardon me, Mr. Stas- 
sen, under the Constitution. 

Mr. Strassen. When you act, sir, under the Constitution of the 
United States, you are not going beyond any statute. In other words, 
the Constitution is the supreme law of the United States, so when the 
President acts to safeguard the defense and security of the United 
States. It would not be correct to say he was going beyond any law. 
He is acting in accordance with the law of the United States. 

Mr. Esernarter. Mr. Director, will you have your staff, not 
necessarily this morning, point out for the record where specific au- 
thority is granted to take into consideration defense measures in the 
Reciprocal Trade Agreements Act? You can do that later. It may 
take some time for your staff to find that in the act. Frankly, I do 
not think it is in the act. 

Mr. SrasseEn. It is in the Constitution of the United States, as I say. 

Mr. Eseruarter. It may be in the Constitution. I would not dis- 
pute that. I would not dispute that at all. The President can do a 
lot of things under the Constitution. 

Mr. Strassen. It has worked pretty well for 160 years. 

Mr. Eseruarter. That is right. 

Mr. Esrernarter. Were you in consultation with respect to this 
new action that has been published in the Federal Register which 
would, in effect, raise the tariff rates on the importation of watches 
from Switzerland? 

Mr. Strassen. Well, we have interdepartmental committees that 
work constantly on these problems. I have representatives on the 
interdepartmental committees. We are not one of the departments 
that is primarily concerned with these specific tariff actions. 

Mr. Eseraarter. You know about the change in the custom 
regulations that the Treasury Department intends to take with 
respect to the importation of Swiss watches, do you not? 

Mr. Strassen. I know in a broad sense. Of course, any specific 


questions about it should go to the Treasury Department and not to 
me. 
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Mr. EserHARTER. Does not that action which will be taken by the 
Treasury present a further hindrance to the importation of Swiss 
watches? 

Mr. Strassen. We are talking about a hypothetical situation now. 

Mr. Exseruarter. No, I am not. 

Mr. Strassen. I think that the basic policy of having a very sub- 
stantial importation of Swiss watches but not an overwhelming 
importation of Swiss watches is a sound policy, and then, when you 
get down to the spelling out in detailed regulations of exactly how you 
carry out that policy, I would not attempt to give you those answers 
because I am not an expert on that detail. 

Mr. Epernarter. I am not asking for that. You are somewhat 
familiar, or are any members of your staff here familiar, with the 
projected regulation to go into effect, put into effect by the Treasury 
Department, with respect to the importation of watches from Switz- 
erland? Are you familiar with that at all? 

Mr. Strassen. Only in a broad sense. 

Mr. EseruartTer. What is your understanding of how that will 
work, and what was the purpose of issuing that change in custom 
regulations? 

Mr. Stassen. The purpose is to carry out the policy of having a 
substantial importation of Swiss watches but not such an over- 
whelming importation that it would destroy the domestic watch 
industry, because the domestic watch industry is important for both 
defense and economic reasons. That is the purpose. 

Mr. Eperuarter. Am I correct, then, Mr. Director, in saying that 
the purpose of the Treasury Department’s new regulation covering 
customs on the subject of importation of watches from Switzerland 
will be a further hindrance to that importation? 

Mr. Strassen. No, I would not agree to that conclusion. Concern- 
ing the technical details of how it works, I would prefer you to ask 
the Treasury people about it because they are the ones who know 
that expert subject. 

Mr. Espernarter. Do you have any member of your staff here 
who knows about that projected thought? 

Mr. Stassen. No; I do not. My staff would not be the correct 
people to answer it either. I would prefer that you go to the respon- 
sible officials who have the direct technical knowledge. 

Mr. Exsernarter. Some of your staff were consulted before this 
regulation was projected and published, were they not? 

Mr. Strassen. They sit on the interdepartmental committees. 

Mr. Exsernarter. All right. Could you have one of them tell the 
committee here what was the purpose of this regulation, a change in 
the custom regulations which have existed for 20 years? 

Mr. Strassen. I would prefer you get that from the Treasury 
officials. 

Mr. Eseruarter. I know you would prefer it, but it seems to me 
it comes under the jurisdiction, to a great extent, of the FOA. 

Mr. Strassen. No, it does not, Mr. Eberharter. 

Mr. Eseruarter. Can you find out for the record, then, who in the 
FOA wes consulted before this regulation was published? 

Mr. Strassen. Yes. I am sure that I can obtain for you from the 
Treasury @ memorandum for the record that will answer 
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Mr. Eseruarter. [ do not want a memorandum from the Treas- 
ury; Mr. Stassen. I want it from your department. 

Mr. Strassen. I will send it, but it will come from the Treasury 
information. In other words, I operate as a coordinating unit in the 
center of the Government. I take foreign policy guidance from State, 
monetary policy from Treasury, defense policy from the Defense and 
the Joint Chiefs, and we bring together these activities of various 
departments in relation to the work we do. We never send out 
individual opinions or take individual actions. So I will answer your 
question, but I will answer it from the basis of the information from 
the Treasury. 

Mr. Exseruarter. In other words, the FOA is not willing to give 
this committee information as to what part it took in the formulation 
of this new customs regulation? 

Mr. Stassen. We will tell you that too. We will tell you what part 
we had in it. 

Mr. Eseruarter. And can you tell me now whether or not you 
approved of that new regulation, a change in the customs which have 
existed for over 20 years? 

Mr. Strassen. I will give you our position whenever action is final. 
In other words, I will not give you our position at any time something 
is still under consideration, and I cannot do so. 

Mr. Esrernarter. It has already been published in the Federal 
Register, Mr. Director. The regulation has already been published 
in the Federal Register. You knew that, did you not? 

Mr. Stassen. Yes. 

Mr. EserHARTER. And you do not agree that it will be a further 
hindrance to the importation of Swiss watches, do you? 

Mr. Strassen. No; I do not. 

Mr. Eserxarter. It raises the custom rates, does it not? 

Mr. Strassen. It has a very complex meaning. I would be inclined 
to say that no one can be certain of its effect until after it operates for 
awhile. 

Mr. EserHARTER. I have a few more questions, Mr. Chairman, 
although I hate to take so much time. I do want to straighten this 
thing out. 

You would not say it would facilitate the importation of watches 
into the United States? 

Mr. Stassen. I would neither say it would hinder nor facilitate. 
I would say that the detailed technical opinions on it I would obtain 
from the experts who were involved, and I would say from my policy 
standpoint that you could not be certain of its results until after it 
had operated a year. 

Mr. Eseruarter. You really do not know or will not tell the com- 
mittee what was the purpose of changing the custom regulations that 
existed for 20 years? 

Mr. Strassen. Yes; I will tell you that. The purpose was to have 
a substantial importation of Swiss watches but not an overwhelming 
importation so that you would injure the maintenance of a domestic 
watch industry at a level consistent with United States defense and 
economic policy. 

Mr. Esernarter. Do you think the action of this Government, 
our Government, with respect to the watch industry of Switzerland 
will have, you might say, a pleasing effect upon the confidence of other 
governments of Europe upon the trade policy of the United States? 
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Mr. Strassen. Well, it is not a question of whether they have a 
pleasing effect, but whether their final effects are sound in the economic 
policy and security policy of the United States. You have to con- 
stantly negotiate, exchange information, develop understanding of the 
way the mutual interests must fit together. 

Mr. EBEeRHARTER. Do you know whether or not the Swiss Govern- 
ment objected to this action? 

Mr. Strassen. Information on the position of any other government 
I would prefer you get from the Department of State. 

Mr. EseruarterR. Do you not know that, Mr. Stassen, as a good- 
will ambassador of the United States in Europe, and a Director of 
this vast program? Do you not know whether or not there were 
protests from the Swiss Government and other governments with 
respect to this action? If you do not know, just say so. 

Mr. Srassen. No; it is not a question of what | know, sir. It is 
a matter of what are the things for me to testify to. 

Mr. Esernarter. I just asked you a direct question, if you know 
whether there were any protests by the Swiss Government. Do 
you or do you not? 

Mr. Strassen. I would say that the correct source of that informa- 
tion is the Department of State. 

Mr. Eseruarter. That is all, Mr. Chairman. 

(The following letter was later received from Mr. Stassen:) 


FOREIGN OPERATIONS ADMINISTRATION, 
OrricE or THE DrrecToR, 
Washington 25, D. C., February 2, 1956. 
Hon. JERE Cooper, 
Chairman Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Dear Mr. Cooper: On January 19, 1955, during your hearings on H. R. 1, 
Mr. Eberharter requested further clarification of the announcement by the Bureau 
of Customs that a change in classification of imported watch movements specially 
constructed to be “‘upjeweled” after importation was under consideration. 

As I said at the hearings this is a customs matter which the Treasury is in the 
best position to give detailed information, and I have seen a copy of letter sent 
you by Assistant Secretary Rose of the Treasury, which I believe will furnish 
you with the desired information. 

Sincerely yours, 
Haroup E. Strassen. 

(The letter from Mr. Rose, referred to by Mr. Stassen, appears on 
p. 360.) 

The Cuarrman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Governor, I have two matters that I want to have 
cleared up. The first is in the center of page 3 of your statement. 
You make this statement: 

In recent years there has been significant progress in the easing of restrictions 
by European nations on imports of United States goods. 

Could you for this committee prepare for the record and cite 
several instances of the easing of restrictions, like France did this, 
and Italy did this, and the United Kingdom did this. Would you 
do that, please? 

Mr. Strassen. That is a very good question. I will be pleased to 
do it. I will furnish a memorandum of the specifics and the date 
the action was taken. For example, the United Kingdom the other 
day eased up on hardwoods, so they could import more hardwoods. 
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That happened last week while we were in Europe. We will give 
you dates, times, instances, and countries. 
(The information referred to follows: ) 


I. WESTERN EUROPE ! 


Belgium, Netherlands, and Luxembourg 


These three countries have significantly freed imports from the dollar area 
and have a liberalization percentage of 86 percent. 

Since June 1, 1954, the liberalization list is a common list, i. e., applies to the 
entire world. Benelux liberalization exceeds 80 percent in each of the three 
major categories: food and feeding stuffs, raw materials, and manufactures. 
Major items that have been liberalized include: 


Wheat Copper 

Corn Petroleum oils 
Fats Electric motors 
Tobacco Car engines 
Oleaginous and preserved fruits Aircraft 
Cotton 


Liberal treatment is also being granted to much of the remaining items requiring 
import licenses. 
he governments concerned do not import any commodities on their own 
account. 


Denmark 


The first major step in freeing dollar imports was taken in December 1954. 
By this action a liberalization percentage of 38 percent was achieved. The 
Danish Government has indicated that the free list will be expanded as soon as 
conditions permit but, in the interim, they will follow a policy of liberally granting 
licenses for dollar goods. The free list includes such products as: 

Tobacco Various tools and instruments 
Cotton Sewing machines 

Lumber Agricultural machinery 

Paper Machine tools 

Many chemicals 


Germany 


The issuance of a free list covering 2,000 items (includes tobacco, cotton, many 
machines, many chemicals, transport equipment, etc.), in February 1954 was 
followed in November 1954 by the addition to the list of approximately 1,800 
more items. Among the latter are: Newsprint, leather, footwear, and washing 
machines. 

The liberalization percentage now amounts to about 70 percent. 

However, 40 percent of imports from the dollar area—mostly in the category 
of food and feeding stuffs—are subject to State trading. 


Greece 


Quantitative restrictions on imports from all sources, except for a limited 
number of specified goods, have been abolished on an experimental basis, since 
April 9, 1953. The nonliberalized commodities consist of luxury goods such as 
expensive cars, girs, etc.; some machinery and wheat, flour, rice, coffee, and coal 
which have been financed under FOA procurement authorizations. 


Iceland 


Since 1951 has a free list which gives a liberalization percentage of 33 percent. 
The liberalization measures apply primarily to food and feedstuffs. Major 
liberalized items are: 

Cereals Nonferrous metals 
Cotton Refined petroleum 


1 Liberalization percentages used are those estimated by the OEEC and reflect the actual freedom from 
licensing requirements in terms of private imports from the United States and Canada in 1953. 
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Italy 


Extended its free list on August 10, 1954, so as to raise the liberalization per- 
centage from 10 to 24 percent. The extent of liberalization is greatest inthe 
category of raw materials, e. g.: 

Coal Nonferrous metals 
Crude petroleum Tron 

Synthetic rubber Steel 

Wood pulp Copper 


Norway 


While requiring licenses for all imports from the dollar area, the Government 
has administratively liberalized with respect to dollar imports by reducing the 
minimum-price differential between dollars and nondollar goods which was the 
basis for allowing imports from the dollar area. Since March 1954 licenses can 
be obtained for essential dollar goods with no attempt by the authorities to 
compare prices. 


Sweden 


Established a free list for dollar imports on October 1, 1954, which gives a 
liberalization percentage of 40 percent. At the same time the Government an- 
nounced that licenses for dollar imports would be granted in greater quantities 
for goods on the OEEC free list. The dollar free list includes a great majority 
of the commodities on which Sweden granted tariff concessions to the United 
States under the GATT. The following products are on the October free list: 


Cotton Most iron and steel products 
Numerous chemicals Manufactured metallurgical prod- 
Skins ucts 

Leather articles Machines 

Rubber goods Apparatus 

Wood Instruments (except cameras, 
Paper other than newsprint cinema projectors and musical 
Textiles instruments) 

Footwear and hats Cycles and motorcycles 


On January 8, 1955, the Swedish Government expanded the free list adding to 
it, among other items, asbestos, bauxite, crude phosphates, and copper and zinc 
ore, 


Switzerland 


Has for many years applied a very liberal nondiscriminatory regime toward 
dollar imports. The liberalization percentage amounts to 98 percent. 
United Kingdom 

As of September 1, 1954, the United Kingdom had liberalized 49 percent of its 
private imports from the United States and Canada. Since no dollar goods are 
shipped into the United Kingdom on Government account, virtually half of total 
United Kingdom dollar imports ($1,564 million in 1953) are now on the free list. 
The United Kingdom accounts for almost half of OEEC area private imports 
from the United States and Canada. United Kingdom liberalization affects 
primarily foods, feeding stuffs, and raw materials, while most manufactures are 
still subject to quantitative restrictions. Important items on the free list and 
the date of their liberalization are: 


PII i Bienes March 1951. Feeding stuffs_....... May 1, 1935. 
PO sitet. 2b. aed hi. Do. Copper.............. August 1953. 
Gums_.__ ; Iron pyrites ._. December 1953. 
Raisins_ : Cadmium Do. 
Petroleum coke and ‘ vi Do. 
mineral jelly. _.... June 1954. 
: October 1952. | Oils....___-- Do. 
December 1952. | Fats______-_- Do. 
Zine 222. January 1953. | Many drugs. _--__---- Do. 
Wheat... ees tvc. May 1, 1953. Cornstarch_____._____ July 1954. 
Milostarch_______.-- Do. 
Cotton Sept. 1, 1954. 
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In addition, the United Kingdom has increased the dollar-import quotas on several 
important items, the most recent of which is hardwood, which was granted a 3- 
million pound quota for 1955 this month as against virtual prohibition last year. 
Another recent quota increase is that for automobiles, 650 of which may be 
imported in 1955 as against 1 or 2 dozen earlier. 


Il. AFRICA 

Union of South Africa 

January 1954: A substantial relaxation of restrictions on imports was insti- 
tuted and the discriminatory features of its restrictive system were almost com- 
pletely eliminated. 

October 1954: Additional items were removed from the restricted list such as 
tea, coffee, rew cotton, raw wool. 

January 1955: The Government has indicated its desire to remove import 
control entirely in the not-too-distant future. 


Ethiopia 

While maintaining trade and exchange controls, the Government has been 
granting licenses freely for imports from the dollar area. 
Federation of Southern Rhodesia and Nyasaland 


Although maintaining licensing restrictions, the Government has added many 
items to the unrestricted list, i. e., the list of goods that can be imported from any 
country, subject only to scrutiny by the licensing authorities. 

July 1954: Items added to the unrestricted list included: 


Animal feedstuffs Hydraulic and electric lifts 
Condensed milk Gates 
Dried milk Air conditioning machinery 
Hand tools Disinfectant 
Outboard motors (over 20 horsepower) 

Libya 


In November 1954 the Government announced the relaxation of restrictions 
on imports from the dollar area for those goods considered necessary to the Libyan 
economy. However, import controls are still being maintained. 

Among the items which now can be imported more freely are: 

Agricultural and industrial equipment 

Seeds 

Essential foodstuffs, such as wheat and barley 
Secondhand clothing 

Household appliances 

Commercial vehicles and spare parts. 


III. FAR EAST 
India 


Restrictions, which had held dollar purchases to the barest minimum for the 
past several years, have been reduced for 1955. Liberalization has taken the 
form of increased quotas and the possibility of importers utilizing a portion of 
their soft currency licenses for dollar imports. 

December 1954: Among items on which restrictions have been relaxed are 
locomotives, boilers, machinery for the jute industry. 


Pakistan 


December 1954: A new import policy for the first half of 1955 has been an- 
nounced which would maintain licensing requirements but would be, for the most 
part, nondiscriminatory in character. The action increases the number of items 
which can be imported and also provides for an increase in the established quotas. 


New Zealand 
The restrictions on dollar imports have been relaxed by providing for substan- 


tial increases in the list of goods which can be imported free from all sources. In 
addition exchange allocations for dollar imports have been increased. 


Thailand 


Import licenses are required for practically all commodities, but there is no dis- 
crimination as to source of supply. Licenses are automatically granted for essen- 
tial goods. Imports of semiessential goods are permitted up to the highest value 
of imports during any of the 5 preceding years. Imports of some luxury goods 
are also permitted. 
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IV. WESTERN HEMISPHERE 


Canada and several of the Latin American countries—Cuba, Dominican 
Republic, El Salvador, Guatemala, Haiti, Honduras, Mexico, Panama, and 
Venezuela—do not im quantitative restrictions on imports from the United 
States. Costa Rica, Ecuador, Nicaragua, and Peru have only nominal restric- 
tions on dollar imports. 

Mr. Mason. The second one is on your first chart that you showed 
us, it stated that there was to be $0.7 billion spent in Europe for both 
military and economic expenditures. As I analyze the President’s 
budget message, he allocates or suggests for appropriations something 
like $4.7 billions for foreign aid, both military and economic. Would 
it be proper for me to get the impression that $0.7 is going to Europe 
and $4 billion will be going other places? 

Mr. Strassen. That is substantially correct, sir. The $4.7 billion 
figure was an estimate on expenditures from past appropriations. 
The new obligation authority, or the new appropriations requested in 
the President’s budget message, was $3.5 billion. What that means is, 
just as. you very wisely point out, the expensive programs now are 
Korea and Indochina. They are the two places where we have 
tremendously expensive tasks to perform. The next most expensive 
are places like Formosa, Pakistan, Turkey, and countries of that type. 

So, in the European picture, as you correctly point out, there we are 
down to a very small level. 

Mr. Mason. I think if you will compile that series of easements in 
Europe, it will please me greatly. 

Mr. Stassen. Thank you. We will do that. 

The CuarrMan. Are there any further questions? 

Some members of the committee have requested, Governor, if 
you can, to provide the committee with copies of these charts. 

Mr. Strassen. I will be pleased to do so. We will have them re- 
produced in a smaller size and send them to all members of the com- 
mittee, or send them to the clerk. 

The CuarrMan. Would you send them to the clerk of the committee 
for the use of the members of the committee? 

Mr. Strassen. We will do that. 

The CuarrMaNn. Thank you. 

Mr. Boggs, of Louisiana, will inquire. 

Mr. Boaes. Governor, I would like to pursue for a moment the 
business of the authority of the action taken on the Swiss watches. 
You made reference to the Constitution. Would you mind explaining 
what you meant by that? 

Mr. Strassen. Yes. The question was whether you found in the 
Reciprocal Trade Act the authority of the President to safeguard 
the defense industries of the United States, or safeguard the defense. 
I said the duty and responsibility in that respect comes straight from 
the Constitution, and you never need to spell out in any law that the 
President has the duty or the authority to safeguard the defense of 
the United States, that that is fundamental law in the United States. 

Mr. Boaas. Governor, how does that differ from the doctrine 
handed down by the Supreme Court in the Steel Seizure case? 

Mr. Strassen. It does not differ from it at all. 

Mr. Boaes. Do you maintain this is an inherent right in the 
President without it being spelled out by statutory authority under 
the Constitution? 
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Mr. Strassen. It is a direct responsibility of the President to safe- 
guard the defense and security of the United States. That does not 
give him the power to confiscate domestic industry, as the Steel case 
pointed out. In other words, the Steel case spelled out and defined 
some of the internal limitations by other parts of the Consitituion on 
the President’s exercise of his power. We will put it this way, to be 
very concrete, sir: I believe if the President’s decision in the Swiss 
Watch case goes to the United States Supreme Court, it will be 
sustained. 

Mr. Boaes. As a matter of fact, Governor, I think that the procla- 
mation said it was done for economic reasons, and that defense was 
collateral. I would presume that under the Trade Agreements Act, 
under the escape clause or even the peril point, the authority would 
exist. But I am a bit surprised to hear you saying that you feel that 
the President has an inherent authority. 

Mr. Strassen. I do not know whether you were here in the beginning 
of the previous questioning. In other words, the previous question- 
ing pinpointed the one factor that the Reciprocal Trade Act itself 
did not have a defense injunction in it. So the query was in that 
regard as to the President’s power. That was where the constitu- 
tional side came up. 

Mr. Boaeas. If that is the case, if you could extend this defense 
doctrine, then I would not see any necessity for having any statutory 
expressions. 


Mr. Strassen. Yes. It is very desirable and it is an essential 
process. 

Mr. Boaas. I question whether or not the President had authority, 
specifically, under the Steel case decision. Of course we are somewhat 
off the point. 

Mr. Strassen. Perhaps, as constitutional lawyers we should debate 
it. 

Mr. Boaas. In connection with Congressman Mason’s line of 
examination, as you know I support this program and have supported 
it for many years. 

Mr. Strassen. I appreciate that. 

Mr. Boaes. But one of the arguments that has been advanced in 
support of this program, and one which has been a rather catch phrase, 
has been ‘trade, not aid.’’ Actually, you, as the Administrator of 
the FOA program, are asking this year for two and a quarter or three 
and a half billion dollars more in new authorizations. So it is a bit 
difficult to say that this program is reducing foreign-aid expenditures. 
Your total request is about $4.7 billion, is that correct? 

Mr. Strassen. Three and a half. It was up to a level of $7 billion 
per year, and it is coming down sharply. It is my objective to con- 
tinue it coming down. In other words, I do not feel that aid is a wise 
way to accomplish anything that trade can accomplish. I think aid 
is an emergency, a transitional, an exceptional circumstance method 
of doing something that cannot be done in other ways. 

Mr. Boaes. In your main statement, I think you used the figure 
of 34 percent of trade transactions with the European market in the 
last 2 years—I think the 1952-54 period—which were financed out of 
aid appropriations. What do you contemplate that figure will be in 
the coming year? 

Mr. Strassen. In the coming 2 years? 
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Mr. Boggs. Yes. 

Mr. Strassen. Our pipeline is running on down and out rapidly. 
I would hope that the rate of decline would continue so that in the 
next 2 years it might be down to 15 percent. 

Mr. ee What is the breakdown of this $3.5 billion that you 
are asking for next year? 

Mr. Stassen. The two most expensive programs are Indochina 
and Korea. 

Mr. Boges. How much will it be for Indochina? 

Mr. StassEN. The precise figures I would have to give to the 
committee in closed session, because they are thus far classified, and 
they will remain so until other governments are notified after Congress 
finishes its action. But I can give you, I think, a general sense of 
the situation. So long as we need to support 20 Republic of Korea 
divisions as the strength of South Korea, with their economy not 
industrialized to any degree, and tremendously damaged by war, 
they cannot support that kind of armed force, we have to put in 
massive amounts of military items, of defense common-use items, 
that is, like petroleum and equipment of a nonhardware type for the 
armed forces; we have to back up the economy, and we have to begin 
to rebuild the damage of war. Electric powerplants, fertilizer plants, 
cement plants, and so forth, are necessary so it will not be as large 
next year as this year, but it will be a very substantial program. 

In Indochina, while the war has ended you have a very difficult 
and complex picture with Vietnam, the largest of the three countries, 
split right in half. 500,000 refugees have fled the Communist curtain 
on the north and have come to the south to find new homes and con- 
tinued freedom. That is very expensive. We have moved in our 
refugee experts from both Europe and Asia and are helping those 
people. We are also moving to build internal local armies in those 
free countries of South Vietnam and so on, and that will be expensive. 
That Indochina program next year will be almost as much as the 
Korean program. 

Those two, together with Formosa, Pakistan, Turkey, Spain, will 
constitute about a half of the total worldwide program. I think 
within that range I can publicly give you a sense of what we are 
talking about without disclosing classified information. 

Mr. Bogas. About a-half of the new authorization, was that it, for 
those areas? 

Mr. Strassen. Yes. 

Mr. Boaes. Where does the other half go? 

Mr. Strassen. The whole rest of the world. The Latin American 
program of technical cooperation and limited arms; the Near East 
situation, Israel, Egypt; a little bit in Africa, Liberia, Ethiopia, and 
some of the other African areas; a program in Yugoslavia, with the 
unusual situation that you are familiar with in that country; the 
Philippines, Thailand. 

Mr. Boaas. Does the request that you have made of 3.5 billion 
contemplate some type of Asian Marsball plan? 

Mr. Strassen. No, it does not. But it does include a United States 
program in Asia. It cannot be like a Marshall- plan type. I have 
made that clear from the very first of the statements and speeches on 
it. There has been a tendency in the press to pick up and put the 
Marshall-plan label on it, but that label does not fit in the sense that in 
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Asia you are not rebuilding a war-destroyed industrial economy, 
where you need large amounts and you can accomplish things rapidly 
and you have all the technical know-how as there was in Europe to do 
it. The Asia problem is entirely different. It has the underdeveloped 
countries, not the technical and industrial know-how as to the me- 
thods by which you expand, to any great degree, not the capital 
resources, not a war damage, but an evolving process that takes a less 
amount of money by far, but a much longer period of time. It takes 
more technical cooperation, more university contracts and relation- 
shrp, and limited economic assistance. 

Mr. Boaes. Then, the figure 3.5 covers all of the anticipated 
requests for Asia and other sections of the world for fiscal 1956? 

Mr. Strassen. That is right. 

Mr. Boces. No further Asian requests are anticipated? 

Mr. Strassen. No; the Asian request is within the 3.5. 

Mr. Bocas. Governor, yesterday we had Secretary of Defense 
Wilson here, and there was considerable discussion about trade with 
the Soviet. Did you read an account of his testimony before this 
committee? 

Mr. Srassen. I read the morning newspapers. I did not get a 
chance to see the transcript of his testimony. 

Mr. Boaes. Well, on the basis of what you read in the newspapers, 
and not having seen the transcript, do you agree or disagree with his 
thoughts? 

Mr. Strassen. As great as my respect is for the American press, I 
do not like to use that as the basis for the policy of another Cabinet 
member. I think if you will put it another way, I can perhaps 
answer you. 

Mr. Bocas. I was here yesterday, and I will have to give you some 
hearsay testimony. I heard Secretary Wilson say that he favored 
certain trade with Russia. As a matter of fact, he mentioned non- 
strategic items for strategic items. Specifically, butter for manganese, 
I believe. Do you agree with that? 

Mr. Strassen. Butter for manganese? Yes. 

Mr. Boees. How much trade do you think we should carry on 
with Soviet Russia? 

Mr. Strassen. A slight expansion not including the highly strategic 
items. 

Mr. Boaes. Not including what? 

Mr. Strassen. Not including the highly strategic items. 

Mr. Boaes. What do you mean by highly strategic items? 

Mr. StassEn. Those are items which our intelligence and techaical 
people from Defense and Commerce feel will directly materially add 
to the Soviet war potential. 

Mr. Boaes. Who makes that determination? 

Mr. Strassen. An interdepartmental group called the Economic 
Defense Advisory Committee, of which my organization is Chairman, 
in which Admiral Delaney, a brilliant retired admiral of the United 
States Navy, serves as my deputy, as the active Chairman, and on 
which Committee sits the Department of Defense, the Intelligence 
community, the Department of State, the Treasury, the Department 
of Commerce, and, when required, the Atomic Energy Commission, 
and, when required, the Department of the Interior. That interdepart- 
mental group, with working groups of technicians under them, con- 
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stantly review the activities of carrying out this policy. The policies 
themselves are decided by the National Security Council with the 
approval of the President. 

r. Bocas. Do you advocate trade, either strategic or nonstrategic 
with Red China? 

Mr. StassEn. I think the only subject I would discuss at the 
present time regarding Red China is the fact that they have 11 of our 
fliers improperly imprisoned. 

Mr. Bocas. Then, as an answer to that, you do not? 

Mr. Strassen. The flier question would be the only question that 
I would discuss in relationship to Red China. I think I would not 
discuss a trade issue there. 

Mr. Boaas. Does not Russia have a lot of our people in prisons? 

Mr. Stassen. I know of no parallel cases in the Soviet; do you? 

Mr. Bocas. There have been revelations from time to time. I can 
mention a whole flock of cases over the last few years. 

Mr. Strassen. I know of no parallel to these 11 fliers. Remember, 
these were United States men, in uniform, serving in the United 
Nations forces. 

Mr. Boaes. It was quoted about these fliers who were shot down 
over the Baltic, a few years ago in a Navy plane. This man came 
back a few days ago, Noble, I believe his name was, and he said it 
was his information that those Navy fliers were being held by the 
Russians. 

Mr. Srassen. I have seen no such report. 

Mr. Boaes. I am surprised you have not seen it. I have seen it. 
It has been in the press, it has been in magazines, and it has been on 
the radio. It may not be accurate, but reports have certainly been 
out. Is it your feeling that our relationships are more friendly with 
Red Russia than they are with Red China? 

Mr. Strassen. With Red China you have a United Nations position 
in reference to the Korean war, which has not been concluded as yet, 
and you have a special United Nations embargo voted on trade with 
Red China and North Korea. So you do have a special situation on 
China trade. It arises out of the Korean war, which is still not 
resolved. 

Mr. Boaes. Is there any guaranty that trade that was carried on 
with Russia would not move into Red China? 

Mr. Srassen. To some degree it can. 

Mr. Bocas. Are we not doing there, indirectly, what you seem to 
oppose doing directly? Is it not a fact that there is a very close liaison 
between the two Communist regimes of Red China and Russia? 

Mr. Strassen. That is correct, but you have a United Nations em- 
bargo on Red China and you do not have one on the Soviet Union. 

Mr. Bocecs. I am very dubious of this trade with either Russia or 
China. But you do not deny for one moment that trade carried on 
with Russia could find its way into the Chinese commercial channels? 
I am not certain that we should not cut off all trade because it is diffi- 
cult to distinguish strategic from nonstrategic. 

Mr. Strassen. To a limited extent, over the limitations of the Siberia 
Railroad, or the limited shipping that would move. You understand 
that the strategic trade is embargoed as to all Soviet countries, but 
the embargo on Red China is a wider embargo. It arises out of the 
United Nations embargo during the Korean war. 
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Mr. Boaccs. What efforts do we take to prevent our allies from en- 
gaging in strategic trade with Russia? 

Mr. Strassen. We have a working committee that meets constantly 
with them in administering joint controls over strategic trade, with 
all of the industrialized countries of the free world. It has been a 
very effective working control. We have added on to it what we call 
transit control, so that they would not only control their own exports, 
but they would not let their ports be used for the transit of shipments 
from third countries into the Soviet bloc. 

Mr. Boces. That is all, Mr. Chairman. 

The Cuarrman. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapuak. Following the colloquy you had with Mr. Eberharter 
of Pennsylvania, Mr. Stassen, I think it should be mentioned that the 
domestic watch industry found itself in such dire straits because of 
the fact that our domestic industry went 100 percent into the manu- 
facture of time fuses and timing devices during the time that you and 
I,served in the Pacific and our forces needed them. 

In reply to the question just put to you by Mr. Boggs, the possi- 
bility of a so-called Marshall plan in the Asian area, you mentioned 
a number of countries but you did not mention Japan. In fact, 
throughout the testimony you referred very little to Japan, although 
in my opinion Japan stands out like a sore finger throughout these 
entire hearings. I think there has been some alluding to it by Mr. 
Simpson. 

My people in Connecticut whom I try to represent in the Congress 
are not at this time very much worried about Japan. They are 
seriously concerned about what Japan will be manufacturing 2 years 
hence, and therefore they are worried about the concessions that will 
be made by virtue of the passage of this bill. I understand that 
there were teams of Japanese who last year visited many of the 
Connecticut and New England manufacturing plants under the spon- 
sorship of the organization of which you are the Director. Would 
you at this time comment upon that for me? 

Mr. Strassen. Yes. I might say that we did discuss Japan in an 
earlier part of the hearing today, fairly extensively. Your point is 
an additional one that is being raised, and it is a very intelligent point. 

We do feel that Japan must have an opportunity to earn a living. 
That is, if Japan does not earn a living and it is taken over by Com- 
munist domination, it would be bad for the Japanese people and bad 
for the people of the United States. So that we have a mutual interest 
in the economic success of Japan. 

Now then, the method by which that is attained we feel is improved 
efficiency in Japan on their own economy, and improved trade oppor- 
tunities worldwide and not just in the United States, but, as I indi- 
cated earlier, in south Asia and southeast Asia, and in Europe and 
Latin America, and in the United States and, to some extent, expanded 
trade in the not strategic or not highly strategic items with China and 
the Soviet. We do work with them now in these technical teams, and 
in the way in which they can earn their living in future years. 

It is a negotiation, this trade negotiation with Japan, which has to 
be very carefully conducted from the standpoint of oe and 
protecting United States business interests. I am confident that it 
will be so conducted. 

Mr. Saptak. It struck me, Governor, that in listing the countries, 
Japan is the one country out there which is a manufacturing nation. 
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You know, I am sure, as well as all of us know, that there are no 
imitators like the Japs. Once they have come through the plant and 
they have observed the machinery, when they go back to their home- 
land, in a short time they will be making the identical machinery, to 
the very last degree. 

I heard only last week, while I was in Connecticut, of an occur- 
rence which had happened before the war. The Japanese had been 
in the plant and observed the machinery. One of the painters in the 
factory was painting over the name of the company which had {made 
this machine; there had been a slight mistake with the brush, and he 
had gone over it. Three years later the same gentleman went" to 
Japan, to the company from which the representatives had come™to 
his manufacturing company in the United States, and he saw some 
machines there identical in every respect, including this little slur 
made with the brush. 

I say that gives great concern to the people of my State, which is 
a great manufacturing State, as you well know. 

Mr. Strassen. I would say that the future of Pennsylvania indus- 
try and Connecticut industry, and the workers and job opportunities, 
in my judgment will be improved by H. R. 1. 

Mr. Sapuak. I can only join in that hope, Governor. 

The CHarrMANn. Are there any other questions? Mr. Harrison, of 
Virginia, will inquire. 

Mr. Harrison. Governor, I am still concerned about the proposed 
trade treaties with the Soviet nations. Do I understand that, in 
answer to Mr. Boggs’ question, you draw a distinction in malevolence 
between Red China and Red Russia? 

Mr. Strassen. I said the United Nations had in two respects. 
One is that there is a United Nations special embargo on Red China 
which arose out of the Korean war. Secondly, Red China is not a 
member of the United Nations, and the Soviet Union is. 

Mr. Harrison. Would any trade treaties with any of these nations 
be designed for their benefit? 

Mr. Strassen. Usually the only sound basis for a trade agreement 
is a mutual benefit. 

Mr. Harrison. A mutual benefit? 

Mr. Strassen. Yes. 

Mr. Harrison. So, then, there would be an advantage to Red 
Russia of any trade agreement, or she would not come in. They are 
not simple, and they are going to get their quid pro quo, is that not 
true? 

Mr. Strassen. That is right, and we have to try to trade for our net 
advantage in that mutual situation. That is why, when you asked me 
about butter and manganese, I said “Yes.” 

Mr. Harrison. The theory in that trading is that we will outsmart 
them, is that right? 

Mr. Strassen. No. Just that—I think perhaps I should not say 
“Yankee traders’’—I should say United States traders are, I think, 
pretty good traders. 

Mr. Harrison. In the case of any difficulty with Red Russia and 
the trading came to an end, they could get along without our butter; 
but are we going to be in a position where we are going to be relying 
on them for manganese? 
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Mr. Strassen. No. We have built up a manganese stockpile and 
we have built up other sources for manganese, so that we do not need 
to rely solely on the Soviet sources for manganese. 

Mr. Harrison. You say we have built up a manganese stockpile. 
Now, have we, Governor? 

Mr. Stassen. Yes, we have. 

Mr. Harrison. Is it a substantial stockpile? 

Mr. Strassen. It is. 

Mr. Harrison. It has become so recently, then, has it not? 

Mr. Strassen. Quite a bit of it since President Eisenhower was 
inaugurated. 

Mr. Harrison. In the last year, is that true? 

Mr. Strassen. Yes. 

Mr. Harrison. Would you say that any manganese we get from 
such a trade should be put in stockpile, or should it be used for day-to- 
day requirements? 

Mr. Stassen. Stockpile, added stockpile, I would say. 

Mr. Harrison. Would it be proper to add an amendment to this 
bill to require that? 

Mr. Stassen. No, I would think not, because that transaction 
would already be covered in other legislation of the Congress, including 
particularly Public Law 480, which does require that it go into stock- 
pile. In other words, I think if you refer back to Public Law 480, 
you will find that in effect. 

Mr. Harrison. Is that the Stockpile Act enacted in 1946? 

Mr. Strassen. No. That is the Agricultural Surplus Trade Act of 
1954. I think H. R. 1 is complete as it now sets before the committee. 

Mr. Harrison. Do I understand that that act requires that any 
strategic material obtained from behind the Iron Curtain must be 
stockpiled? Is that the existing law? 

Mr. Strassen. That is right, in the existing law, that the barter of 
butter for manganese would put the manganese into the stockpile. 

Mr. Harrison. Anything that we would put in this act to the 
same effect would be mere repetition, and it could not do any harm. 

Mr. Strassen. Yes, it might lead to confusion. It is difficult to try 
to enact twice the same provision of law. 

Mr. Harrison. That is your only objection, that it would be a 
duplication? 

Mr. Srassen. That, plus the fact that you have a very excellent 
bill here in H. R. 1, and if you begin to put unnecessary amendments 
in it, it usually leads, I think, to bad legislative practice. 

Mr. Harrison. It would be unnecessary, if it were clearly written 
into the law. But it might not be unnecessary if it is not: is that true? 

Mr. Srassen. I think if you read Public Law 480, you will be quite 
satisfied that your point is covered. 

Mr. Harrison. But you are not answering my question. 

Mr. Strassen. I am sorry. 

Mr. Harrison. It is necessary to have it clearly written in the law, 
but it would not be necessary to have it written mto this one? © 

Mr. Strassen. I do not understand your question. 

Mr. Harrison. If it is already clearly written into law that any 
such manganese which comes into this country as a result of any such 
trade agreement as contemplated must be put in the stockpile, and it 
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cannot. be used for day-to-day requirements, then it would be an un- 
necessary amendment to this statute and to this bill. But if that is 
not clearly written into law, then it would be a necessary amendment. 

Mr. Strassen. No. I think if you are not satisfied with that clause 
in Public Law 480, the wise thing to do is amend Public Law 480, and 
not try to amend it indirectly in a bill of this kind, which is a compre- 
hensive bill. 

Mr. Harrison. An authority to the President to negotiate trade 
treaties. Why is it not a proper vehicle to place limitations upon that 
authority? 

Mr. Srassen. Certainly not that kind of a limitation which, as 
you see, would properly fit into Public Law 480. 

Mr. Harrison. That is your interpretation of it. Thank you. 

The Cuarrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Governor, does your Administration give assistance 
to American business in overcoming trade barriers established in 
these other countries? 

Mr. Strassen. Yes, we do. 

Mr. Curtis. And is that responsibility charged to your Adminis- 
tration? Is that responsibility charged to you by an Executive 
order? 

Mr. Strassen. It is a combination of our law and the Executive 
order under the law; and, of course, you have certain other responsi- 
bilities in the Department of State and the Department of Com- 
merce. We administer, for example, the so-called investment 
guaranty provisions where, if private business invests under certain 
circumstances, we can protect it on the convertibility of the currency 
that it earns. That is in our mutual security law; and under the 
Executive order, I have to administer it. 

Also, through the fact that we are working with all of these gov- 
ernments when we have missions there, we have an opportunity to 
work with them on the United States private opportunities that arise 
in the country. For example, when Turkey wanted to set up a 
private investment law, it turned to our mission for assistance in 
advising it on the kind of a law which would encourage United States 
private investment and other private investment, and we furnished 
technical assistance in that process. 

Mr. Curtis. The thing I am primarily concerned with at this 
point, at any rate, is how American industry would present their 
case to you, for example, so that you understood their point of view. 
I presume that in your Administration you have certain procedures 
set up whereby, supposing an American industry were to write to 
me, I could advise them that they could take it up with you. 

Mr. Strassen. I would refer it to the office of which Mr. E. B. Hall 
is the director, in my organization. He is here with me. 

Mr. Curtis. I wonder if you could supply for the record a rather 
comprehensive statement of just what the procedures are in your 
Administration for American business, and labor also, to present 
their point of view on some of these matters. 

Mr. Strassen. It is a very good question, and I will be glad to 
supply a memorandum for the record. 

(The information referred to follows:) 
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PROCEDURES IN THE FOREIGN OPERATIONS ADMINISTRATION TO Assist AMERICAN 
Business AND LaBoR IN NECESSARY BUSINESS ABROAD 


The point of view of American labor: The Foreign Operation Administration’s 
Labor Committee is organized for just such a purpose among others, and appendix 
A deals fully with the committee’s purpose and functions, membership, meetings 
and staff organization. Sample agenda are attached. 

Points of view of American business are obtained by means of the liaison be- 
tween FOA and the National Association of Manufacturers and the Chamber of 
Commerce of the United States. The presidents of both of these organizations 
previously served on FOA’s Public Advisory Board and are now serving with 
representatives from other prominent national organizations (agriculture, vet- 
erans’ groups, education, civic groups, etc.) in the capacity of special consultants 
to the Director of FOA. These consultants meet as a group regularly to advise 
on various aspects of FOA programs and policies and to present the points of 
view of their respective organizations. 

Operating units within FOA specially geared to help American business are the 
Office of Trade, Investment and Monetary Affairs, which services American 
business seeking investment abroad by means of the investment guaranty pro- 
gram and guidance to investors abroad; and the Office of Small Business, which 
has established a contact clearing house service. 

Among the steps taken by FOA to remove some of the barriers to contributions 
by United States enterprise toward the economic strength of other free nations 
through investment abroad are those concerned with assisting foreign govern- 
ments to create and improve conditions under which such investment will be 
encouraged to enter and remain in those countries. 

Collateral to the efforts of the State Department to arrange for treaties for 
commerce, trade, and taxes, and those of FOA to make a broader use of its invest- 
ment guaranty program, FOA has made friendly and constructive suggestions 
for and provided guidance and other assistance in improving, basically, the 
psychological climate for foreign private investment in other free nations. The 
improvement of that climate has generally been followed by a foreign govern- 
ment’s formal expression, through legislation and executive actions, of a recogni- 
tion of the need for foreign private capital and the desire of the foreign country 
to have such capital augment and participate on equal terms with native capital. 

Through an interagency group of experts on needs of private investment, 
recommendations are made on this type of foreign investment laws which will 
encourage flow of new capital into the country. Officers of State, Treasury, 
Commerce, Export-Import Bank, and the Federal Reserve Board combine with 
FOA to make these comments and recommendations. FOA coordinates the 
review. Through the continuous daily contact this group of officers has with 
business firms, the obstacles and difficulties facing business are reflected in the 
final product. 

FOA has directly assisted Austria, Turkey, Iran, Italy, Paraguay, China, 
Korea, the Philippines, and Ethiopia in the development of legislative and execu- 
tive policies, and complementary measures, designed to give practical expression 
by those countries to their intentions to remove the impediments to and provide 
positive encouragement and protection for foreign private investment. 

Many of the barriers in Austria have been removed and it appears that con- 
sideration is being given to improving the investment climate further. As a 
direct consequence of the assistance requested and obtained from FOA, Turkey 
and China promulgated vastly improved legislation in 1954 for the encouragement 
and protection of foreign private investment. Detailed recommendations were 
made by FOA to Iran and Paraguay, as a result of studies of draft proposals by 
those countries for legislative and executive action directed to foreign capital, and 
the recommendations are under active consideration by those countries. Certain 
restrictive features of an Italian legislative proposal were abandoned after study 
and recommendations by FOA. 

FOA has just completed a thorough study of a proposal to revise the present 
foreign investment policy statement by Ethiopia and has made concrete recom- 
mendations for more positive assurances to foreign investors by the Ethiopian 
Government to attract them to the possibilities offered in that country. Com- 

rehensive comments and recommendations have been made to the mission to 

‘orea as a result of a review by FOA Washington of a proposal of foreign invest- 
ment legislation prepared by an official of the Korean Bateuneiaih, A proposal 
by a Philippine legislation has been under study by FOA. When this study is 
completed and a report made to the Mission in Manila it is believed action 
on a revised proposal will be requested in the Philippine Congress. 
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[Less formal and measurable, but possibly of equal importance, has been the 
guidance and other assistance of FOA in urging affirmative action by delegates of 
many countries to the U. N. on the adoption by that organization’s General As- 
sembly of a resolution on the international flow of private capital for economic 
development of underdeveloped countries. Significant informal and indirect 
assistance has also been provided numerous other foreign countries by FOA repre- 
sentatives. In late 1953 Greece promulgated a new decree for the encouragement 
and protection of foreign capital. Substantial revisions, designed to remove 
many remaining barriers, were made in Egypt’s foreign investment law in October 
1954. Thailand and Afghanistan enacted legislation in the past year to attract 
foreign capital. Substantial liberalization measures were also adopted by Ger- 
many, the Netherlands, and the United Kingdom.] 

The investment guaranty program is designed to encourage increased invest- 
ment of private United States capital in friendly foreign countries. Its objective 
is to enlist for other free nations of the world, not only American capital, but also 
the technical and managerial skills and the progressive spirit of American private 
enterprise. 

The instrument of the program is an insurance mechanism which offers pro- 
tection against two of the noncommercial risks which accompany foreign invest- 
ment. These risks are: (1) Inability to convert foreign currency receipts into 
dollars, and (2) loss of investment through expropriation or confiscation. The 
program does not offer insurance against failure to make a profit or against the 
other usual business risks that attend any investment. 

Insurance protection is available to new, American-owned investments which 
have been approved as furthering any of the purposes of the Mutual Security Act 
and which have also been approved by the host government. 

The program becomes operative in a foreign country on the basis of an agree- 
ment between the United States Government and the government of the foreign 
country. This agreement establishes the willingness of the foreign government 
to participate in the program and the rights of the United States Government 
with respect to currency, property, or claims which it may acquire through the 
operation of the program. At present, 20 countries are participating and negoti- 
ations are in progress with a number of others. 

American firms discuss all aspects of this service with FOA’s Office of Trade, 
Investment, and Monetary Affairs. To assist this procedure, a manual of instruc- 
tion and explanatory attachments are provided for the use of business. See 
appendix C. The most important phase of this work, however, is the day-to-day 
contact of our staff with representatives of business. Here we discuss the prob- 
lems of actual investment in a particular country, the solutions business can 
effect on its own behalf, and the guaranties the Government can provide. Here 
specific barriers to investment—fear of inconvertibility and expropriation—are 
dealt with. Not only do we work with business firms in the Washington office 
but a special effort has been made to secure the problem of business by meeting 
scores of businessmen in Department of Commerce field offices in the larger cities. 
Thus the procedure for business to make its needs known is no periodic occurrence, 
rather it is a continuous impact felt every working day. We need it and we seek it. 
Actually by mail, telephone, and personal interview we are in contact with the 
executives of hundreds of firms everv month. 

FOA’s Office of Small Business was established in 1949, following the enact- 
ment of the so-called small-business amendment to the ECA Act of 1948. Its 
functions have been practically unchanged from that time to its operation under 
the present section 504 of the MSA Act of 1954. 

Its primary responsibility is to furnish American business, particularly small, 
independent enterprises, information, as far in advance as possible, with respect 
to purchases proposed to be made with FOA funds. With this primary responsi- 
bility in mind, our Office of Small Business has been successful in having set up 
in nearly all FOA missions abroad libraries of American manufacturers’ catalogs, 
and has instructed American firms regarding the type of information desired and 
the shipping addresses. But this also helps the participation of small business 
in commercial trade. 

As another help to American business, particularly small firms, the Office of 
Small Business compiled and had printed with counterpart funds, in 1950, a 
Directory of United States Companies. The directory, printed in 4 languages 
and given wide distribution abroad, contained the names and products of some 
15,000 American firms interested in export trade. Subsequently, in 1953, a 
Directory of Combination Export Managers was distributed widely abroad and 
in the United States, containing the name of some 500 combination export 
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managers representing approximately 5,000 American manufacturers. This 
directory has proven of great value not only to foreign concerns seeking informa- 
tion on American products and services, but to small American firms seeking to 
increase their participatior in foreign trade. 

The Contact Clearing House Service of FOA’s Office of Small Business is 
designed solely to establish direct communication between American and foreign 
concerns interested in exploring the possibilities of investment arrangements. It 
accomplishes this by distributing in the United States specific proposals from 
abroad either (a) seeking American patents, processes, techniques, machinery, 
equipment, services and/or capital; or (b) offering patents, processes and tech- 
niques for manufacture in this country. Since the inception of this Service in 
1950, a total of 2,245 specific foreign proposals have been published in the United 
States. During the past year 175 foreign proposals have been published requiring 
interested American concerns to request further details from the Office of Small 
Business. We have filled 1,129 specific American requests for further information 
concerning these 175 proposals; 199 additional proposals were published on 
which no further information was available, and interested United States con- 
cerns were asked to communicate directly with the foreign concerns involved. 

In selected instances in which the Contact Clearing House Service is provided 
with lengthy prospectus type information or project reports concerning specific 
foreign investment opportunities, publication is made in a special notice series. In 
appendix B are two such notices, one concerning a Formosan investment oppor- 
tunity, the other one a Paraguayan proposal. Thirty-five requests were received 
for additional information concerning the Formosan opportunity and 46 requests 
for the Paraguayan report. 

Foreign proposals are gathered abroad by organizations known as field coun- 
selors. They are members of banks, trade associations, chambers of commerce, 
and other private business-service organizations which volunteer their time and 
efforts in the interest of their local business communities. They also serve as the 
distribution outlet for specific American investment proposals. 

The Contact Clearing House Service also publishes in friendly foreign countries 
specific American investment or licensing proposals either (a) offering American 
patents, processes, techniques, equipment, services and/or capital; or (b) seeking 
foreign patents, processes, techniques, or industrial know-how. A total of 409 
such proposals have been published since the beginning of the Service, with 57 
having been published within the last calendar year. Of these 57, 26 have require: 
replies from foreign firms to channel through the Office of Small Business. We 
have received and forwarded 398 foreign inquiries concerning the 26 American 
proposals. 

The Contact Clearing House Service makes no investigation of either the foreign 
or American proposals filed with it nor does it intervene in negotiations between 
private parties brought together through the Service. It so informs recipients 
of the information and advises them to take all the necessary business precautions 
including the making of investigations. 

In view of FOA’s policy of nonintervention in private negotiations, we have no 
means of determining the end-results of the publication of these proposals except 
at such time as we conduct surveys. Such a survey was conducted in the summer 
of 1953, covering the first 1,000 European and 227 American proposal registrants, 
with the following results: 59 actually concluded contracts, 561 were either in 
active negotiation or had established initial contacts. 

The Contact Clearing House Service, first established in 1950 in 13 countries of 
Western Europe has since been extended to the Philippines, Israel, Japan, Form osa, 
Costa Rica, Nase ea Republic, Haiti, Lebanon, Peru, Paraguay, Uruguay, 
Ethiopia, and some of the British and French overseas territories, and is about 
to be established in Australia. 


APPENDIX A 
FOREIGN OPERATIONS ADMINISTRATION LABOR COMMITTEE 
AsouT THE COMMITTEE 


I. PURPOSE AND FUNCTION 


The Labor Committee is a representative group of United States labor leaders 
appointed by the Director of the Foreign Operations Administration as a special 
voluntary body to advise and consult with the Director concerning Foreign 
Operations Administration programs. In their capacity as outside labor experts 
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and advisers, the committee members serve without compensation in a volunteer, 
nonemployee status. 

The committee, in its meetings with the Director, consults with him regarding 
the effects of FOA economic planning on the welfare and living standards of free- 
world workers. In addition, the committee advises on ways and means whereby 
the United States Government can strengthen the free world trade-union move- 
ment. 

By means of the members’ contacts with worldwide trade-union affiliates, the 
Labor Committee also serves to inform the Director of the public sentiment and 
reaction of free-world workers toward the programs of the United States ad- 
ministered by the Foreign Operations Administration. 

The committee also recommends able personnel with labor background and 
experience for appropriate FOA positions. 


Il, MEMBERSHIP 


The committee consists of the Director, who is chairman, and 10 members 
appointed by the Director as follows: Four representatives from the American 
Federation of Labor, 4 representatives from the Congress of Industrial Organiza- 
tions, 1 representative from the Railway Labor Executives’ Association and 1 
joint representative from the 4 operating railroad brotherhoods—the Frotherhood 
of Locomotive Engineers, the Order of Railway Conductors, the Brotherhood of 
Railroad Trainmen, and the Brotherhood of Locomotive Firemen and Enginemen. 





Ill, MEETINGS AND STAFF ORGANIZATION 


The committee meets bimonthly or more often whenever necessary, at the call 
of the Director. 

A 3-member subcommittee is composed of 1 representative each from the 
AFL, the CIO, and the railroad unions. The subcommittee meets at least once 
each month with designated FOA staff members to prepare for committee meetings 
and attend to matters delegated by the committee. 

An ex officio committee secretary develops, with the Director and the sub- 
committee, the agenda for committee meetings and, in consultation with the FOA 
Office of Labor Affairs, arranges for the preparation of background documentation 
for committee members. He serves in a liaison capacity between the Lirector 
and the members. 

MEMBERSHIP LIST 


Chairman: Harold E. Stassen, Director, Foreign Operations Administration 
Committee secretary: Floyd Springer, Jr., Foreign Operations Administration 


COMMITTEE MEMBERS 


(AFL) (CIO) 
George Meany, president, American Walter P. Reuther, president Congress 
Federation of Labor of Industrial Organizations 
Matthew Woll, first vice president, James B. Carev, secretary-treasurer, 
American Federation of Labor Congress of Industrial Organizations 
David Dubinsky, president, Interna- David J. McDonald, president, United 
tional Ladies’ Garment Workers Steelworkers of America 


George P: Delaney, international repre- Jacob 8. Potofsky, president, Amalga- 


soueeeiey American Federation of mated Clothing Workers of America 
abor 


(Railroads) 


A. E. Lyon, executive secretary-treas- H. E. Gilbert, president, Brotherhood of 
urer, Railway Labor Executives’ As- Locomotive Firemen and Enginemen 
sociation 


SUBCOMMITTEE 


George P. Delaney (AFL) Victor Reuther (CIO) 
A. E. Lyon (Railroads) 
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SUBCOMMITTEE MEETING, JANUARY 14, 1955 


10 a. m., chart room, Executive Office Building 


I. FOA labor affairs progress reports 


(a) Fiscal year 1955 labor program (worldwide review plus special reports on 
status of labor programs in Japan, Philippines, Turkey, and British Guiana). 
(6) Implementation of staffing pattern. 


II. FOA housing program 

Workers’ housing. 
III. Policy guidance for USRO technical-exchange programs 
IV. Miscellaneous matters 


Implementation of workers’ education projects, FOA/Department of Labor 
contract. 


LABOR SUBCOMMITTEE MEETING, DECEMBER 16, 1954 


2 p. m., chart room, Executive Office Building 


I. FOA labor affairs progress reports 
(a) Implementation of staffing pattern. 
(b) Fiscal year 1955 labor program (worldwide review). 
(c) FOA/Department oi Labor training agreement. 
II. FOA housing program 
Workers’ housing. 
III. Policy guidance for USRO technical-exchange programs 
IV. Miscellaneous matters 
Foreign Service training school; implementation of workers’ education. 


COMMITTEE MEETING, SEPTEMBER 10, 1954 


2 p.m., Chartroom, Executive Office Building 


I. Fiscal year 1955 program review 

Briefing by Robert B. Black, Office of Deputy Director for Program and) 
Planning. 
II. Labor affairs progress report 

(a) Revised fiscal year 1955 labor program. 

Briefing by John K. Meskimen, Director, Office of Labor Affairs. 

(b) Labor personnel recruitment summary. 

Briefing by R. E. Peterson, Director, Office of Personnel. 
III. Italian food distribution project 

Briefing by Joseph Mintzes, labor economist. 
IV. Foreign Service Training School 

Briefing by Everett M. Kassalow, Deputy Director, Office of Labor Affairs. 
V. Miscellaneous reports 


FOA housing program; labor-management evaluation teams; FOA-Labor 
Department training agreement. 


COMMITTEE MEETING, JULY 9, 1954 
2 p. m., Chartroom, Executive Office Building 


I. Office of Labor Affairs 

Introduction of Mr. John Meskimen, Director, and Mr. Everett Kassalow, 
Deputy Director. 

(a) Organizational chart. 

(6) Nominations and recruitment. 


lI. European labor technical exchange program 


Report on USRO recommendations. 
Briefing by Mr. Morris Weisz, labor adviser, USRO. 
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III. German union wage policy 

Analysis and discussion. 

Briefing by Mr. Joseph Mintzes, labor economist, Office of Labor Affairs, FOA. 
IV. East-West trade 

Committee resolution. 


1. Escapee program 
Labor union participation. 
VI. Subcommittee report 


(a) Labor-management evaluation team. 
(b) Foreign Service Training school for American trade-unionists. 


VII. Committee administrative matiers 
Next meeting, miscellaneous, 





APPENDIX B-1 


Orrice oF SMALL Bustness, Contact CLEARING House Service, ForeiGN 
OPERATIONS ADMINISTRATION, WASHINGTON 25, D. C., U.S. A. 


M/L Group 9 and 2: 
CCHS Special Notice No. 54-9 
November 8, 1954 
FORMOSA CEMENT MILL 


The Foreign Operations Administration has under consideration as an FOA- 
financed project the building of a cement factory in Formosa. 

The Foreign Operations Administration mission to Formosa has stated that the 
production forcement in Taiwan is a “natural” from a manufacturers’ point of 
view. The mission has suggested, therefore, that American concerns may wish 
to consider this project as a possible opportunity for private investment. 

An engineering survey in the form of a preproject report will be made available 
to interested concerns on a loan basis. A coupon is provided at the end of this 
release for requesting a copy of this report. 

Pertinent portions of a message from the Foreign Operations mission to Formosa 
are quoted below. 

‘‘We would advise that we believe the production of cement in Taiwan offers 
one of the best opportunities here for the investment of private capital. There is 
at the present time an acute shortage for military and civilian requirements in 
this area. It is estimated that this will continue for some years to come. Cur- 
rently the Chinese Government has refused export orders from other neighboring 
islands and in order even to meet the local demand Faiwan has had to import 
cement.” 

“The following table shows the local production and the domestic and export 
sales for the years 1946-53.” 





Year | Production Local sales | Export | Total sales 

es — —— — — - — = —EEE jusnel 

1946__._. le Bch Renae mbreanta is paced 97,269 | 88, 410.00 | oil 88, 410. 00 
eat cas oe Soca da RS 192,600 | 209, 410.00 E 209, 410. 00 
1948___._. ee el ee ed aides 235,551 | 200,300. 89 | 37, 100 | 237, 400. 89 
1949___. oulngh< nadede _—_ as bask 291,170 | 264, 713.15 19, 830 284, 543.15 
BO ig acta aces 4 ‘ 331, 976 | 306, 106. 34 3, 533 | 309, 639. 34 
1. tee aad - eet a Soa 389, 033 353, 007. 74 50, 500 403, 507.74 
Poe nab toc uedeeand sunbeskae ad 445, 618 435, 083. 45 19, 094 454, 177. 45 
1953. .... nd icsisidah otic ‘ sien li 519, 676 447, 084. 85 47, 266 494, 350. 85 


“In the recent meeting of Industrial Development Commission the following 
statement was presented: 

*“* “Tf the consumption trend of cement continues to increase at the present rate 
the estimated local consumptions of 1954 to 1956 will be at least, 500,000; 550,000 
and 600,000 metric tons respectively. Since the present annual production 
capacity of the Taiwan Cement Corp. is between 500,000 metric tons to 550,000 
metric tons the cement shortage will not be a temporary phenomenon. Further- 
more, a rough check with the principal cement users reveals that the increase in 
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demand for 1955 is in excess of 50,000 metric tons. Therefore, the shortage will 
become increasingly acute if there is no effective means to meet the demand.’ ”’ 

***Cement is one of the few commodities which can be exported with profit even 
at the prevailing certificate rate of US$1 to NT$15.65. Therefore, the annual 
export should be considered a regular demand in the overall cement production 
program in order to earn the badly needed foreign exchange for Taiwan. It is 
estimated that 100,000 metric tons could easily be sold abroad each year which 
will produce an earning of US$2 million.’ 

“The production of cement in Taiwan is a ‘natural’ from a manufacturer’s 
point of view. Except for gypsum practically all the raw materials such as lime- 
stone, clay, sandstone, etc., can be obtained in the island and they are situated so 
that a mill manufacturing cement can be located close to the supplies.” 

“In addition, there are men available here who have had experiences in the 
manufacturing of cement both on the mainland and in Taiwan. Additional 
know-how and technical advice would however be useful for supplementing the 
available talent in perfecting the organization of a new plant, manufacturing 
techniques and the marketing of the finished product.” 

“A group of Chinese have proposed to build a new mill which will be called the 
Chia Hsin Cement Corp. The organization committee has already been formed 
and an office opened. The proposed company will be a private enterprise in- 
corporated under the laws of the Chinese Government. apital is being raised 
among local and possibly overseas Chinese and according to the present plans 
24,000 shares of NT$1,000 will be issued.” 

“This project has been studied by the J. G. White Engineering Corp., Council 
for United States Aid, Industrial Development Commission and the Mission 
thinks favorably of it.’’ 

“*It is understood that this corporation will be exempt of income tax and 
defense tax on income tax when and if such legislation is passed, and if the corpo- 
ration is eligible.’ ”’ 

“We are wondering if you could inform some of the cement companies in the 
United States of this opportunity for expanding their activities into this a rea with 
a view to their negotiating direct with the Chia Hsin Cement Corp., Ltd.”’ 


CCHS Special Notice No. 9 
M/L Group 9 and 23 
FoREIGN OPERATIONS ADMINISTRATION, OFFICE OF SMALL BUSINESS, 
Contact Clearing House Service, 815 Connecticut Avenue NW., 
‘ashington 25, D. C.: 


Please send me on a loan basis the preproject data report, concerning the Chia 
Hsin Cement Corp., Ltd. 


(City) (Zone) (State) 





ApPpENDIXx B-2 


OrFIcE oF SMALL Business, Contract CLEARING House Service, ForREeIGN 
OPERATIONS ADMINISTRATION, WASHINGTON 25, D. C. 


M/L: 7 and 23 
CCHS Special Notice No. 10 


November 29, 1954 


PARAGUAYAN SAWMILL SEEKS INVESTMENT 


The Maderera del Norte, S. A., with logging operations in Puerto Ybapobo, 
Paraguay, wishes to negotiate with potential American investors for the purposes 
of expansion and rehabilitation of equipment. 

This company claims that it owns and operates 103,518 hectares (1 hectare 
equals 2.471 acres) of which 20,000 hectares are in rich virgin forests and the 
remainder is being exploited further for logs or used for pasture and agricultural 

urposes. 
P he the forests are cleared, it is planned to use the fertile lands for agriculture 
and cattle raising. The land is suitable for cultivation of corn, cotton, sugarcane, 


rice, mandioca, yerba mate, castor beans, tung, pineapples, bananas, oranges and 
vegetables. 
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The enterprise operates and maintains, privately, a 42-kilometer railroad for 
the transport of its logs from the interior forests to a river portside sawmill. 

The Foreign Operations Administration mission to Paraguay, in transmitting 
the above information has also forwarded a lengthy report, which gives further 
information regarding this proposal, under the following subheadings: 

Geographic and Economic Background 

The Case History of an Investment: Maderera del Norte 8. A. of Paraguay 

Factors Favoring Foreign Investment in Paraguay 

Factors Against Foreign Investment in Paraguay 

Proposals for Attracting Foreign Investments for Forestal Exploitation 

References Given by Maderera del Norte 8. A. 

Buying Firms 

Assets Owned by “Maderera del Norte 8. A.” 

Taxation in the Lumber Industry 

Inspection of Timber at Compania Maderera del Norte—Puerto Ybapobo, 
Rio Paraguay, by Airplane, Train, Truck, and Horseback, on August 10, 11, 
and 12, 1954. By Frederick H. Vogel, forestry specialist of FOA, Paraguay 

Technical Observations 

Biographical Data of General Manager at Ybapobo 

Resolution Presented by the Paraguayan Delegation to the International 
Conference of Pulp and Paper Experts at Buenos Aires on November 1, 
1954 

Copies of the above report will be made available on a loan basis to concerns 
completing and returning the coupon provided below. 

The preparation of this report should in no way be interpreted as a recommenda- 
tion by the Foreign Operations Administration either in favor of or against this 
proposal. 

CCHS Special Notice No. 10 


ForEIGN OPERATIONS ADMINISTRATION, OFFICE OF SMALL BUSINESS, 
815 Connecticut Avenue NW., Washington 25, D. C. 


Please send me on loan the details concerning Maderera Sawmill. 


(State) 


AppENpIx C-1 


INVESTMENT INSURANCE MANUAL—INSURANCE AVAILABLE FOR NEW AMERICAN 
INVESTMENTS ABROAD UNDER THE INVESTMENT GUARANTY PROGRAM 


Foreign Operations Administration, Washington 25, D. C. 
FOREWORD 


The purpose of this manual is to explain the investment guaranty program 
under which the Foreign Operations Administration (FOA) offers protection 
against currency inconvertibility and expropriation to American businessmen 
making new investments abroad. 

The manual is designed to be of value to the prospective investor in the early 
stages of his investment plans when he may wish to take into account the pro- 
tection offered under the program in making his decisions. It will assist bim in 
making an application for guaranty and in working out with the FOA the insur- 
ance coverage best suited to his needs. 

Because of the opportunity for the inclusion of broad explanatory and illus- 
trative material, this manual, rather than the formal regulation ' alone, has been 
chosen as the means of providing information about a program of continuing 
development such as this. 

It should be remembered, however, that the guaranty is @ contract and each 
contract is negotiated in the light of the special circumstances of the investment 
concerned. Thus it is the contract which then exclusively governs the relationship 
between the investor and the United States Government. 


1 See Appendix “C”’. 
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CHAPTER I. SCOPE OF THE INSURANCE PROGRAM 
1. Nature of the program 
p 


In order to encourage private American investment abroad, Congress authorized 
the investment guaranty program. In effect, this is an insurance program. 
The risks which may be insured are: 

(a) Inability to convert foreign currency receipts into dollars. 

(6) Loss through expropriation or confiscation. 

It should be stressed that the role of the Government in the insurance program 
is to encourage desirable investment and then to act solely as an insurer. Hence, 
there is no interference in the operation of the business of the investor or the 
recipient of the investment. No obligations are imposed on the investor other 
than those necessary to the administration of the insurance. In accordance 
with insurance practice, the United States Government will, upon paying the 
insured, take over the currency, claims or property on which the payment is based. 

The Government does not, of course, offer insurance against failure to make a 
profit or against the other normal business risks that attend any investment. 
It does not protect against general devaluation of a foreign currency, nor against 
physical damage to property from war, revolution, or other causes. But it does, 
subject to the conditions stated below, offer a practical insurance against two 
of the chief dangers which have sometimes troubled prospective American inves- 
tors abroad—the risk of being unable ‘‘to get their money out’’ because of foreign 
exchange restrictions, and the risk of loss as the result of their investments being 
taken over by foreign governments. 

This insurance is not available to existing investment, since the purpose of the 
program is to encourage additional investment which might help attain the 
goals of the foreign assistance programs. It is available to new additions to 
existing investments. In short, it is the investment which must be new—not 
the enterprise in which the investment is made. 

Investments may be equity, loan, licensing agreements, etc. 

The investor must be a United States citizen, or a company organized under 
United States law and majority owned by citizens of the United States (ch. II, 
sec. 1). 

An annual premium is paid by the investor .or the insurance. 





2. Geographic scope 

Insurance is now available for investments in any country with which the 
United States has agreed to institute the guaranty program. 

Before insurance can be issued for investments in a particular country, arrange- 
ments must be made with that government which will permit the program to 
operate. A list of the countries with which such arrangements are in effect 
appears as an enclosure in this manual. Upon request, the Investment Guaranties 
Branch will furnish the latest list of countries participating in the program. 


3. Insured investments must further the mutual security program 


An investment, to be eligible for insurance, must be approved by the FOA 
as furthering the purposes of the mutual security legislation and also must have 
the approval of the foreign country concerned. 

Investments which hold promise of developing economically beneficial produc- 


tion or trade or of contributing to mutual-defense objectives will qualify for the 
approval of FOA. 


4. Responsibility of foreign government 


In order to issue insurance covering investments in a foreign country it must 
be established that the foreign government is willing to participate in the in- 
surance program (the act requires that the foreign governments approve projects 
for insurance purposes) and certain understandings must be reached regarding 
the status of foreign currency, property and claims acquired by the United States 
Government when insurance contracts are invoked. The purpose is to work 
out in advance orderly procedures for liquidating such currencies and claims. 

These agreements do not, in any way, commit the foreign governments to 
any special treatment of insured investments. 


5. Variety of insured investments 

Among the enterprises in which investments have been protected by insurance 
are the following: 

Silicones (Dow Corning Corp.) 

Miner’s lamps (Thomas A. Edison, Inc.) 
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Tires and tubes (Firestone Tire & Rubber Co.) 

Motor trucks (Ford Motor Co.) 

Watches and clocks (General Time Corp.) 

Industrial regulators (Minneapolis-Honeywell Regulator Co.) 
Elevators and escalators (Otis Elevator Co.) 

Sewing machines (Singer Manufacturing Co.) 
Petroleum products (Standard Oil Co. of New Jersey) 
Batteries (Ray-O-Vac International, Inc.) 
Construction engineers (Morrison-Knudsen Co., Inc.) 
Carbon black (Godfrey L. Cabot, Inc.) ; 
Pharmaceuticals (American Home Products Corp.) 
Seed cultivation (Associated Seed Growers, Inc.) 
Hotel operation (Knott Hotels Corp.) 

Industrial filters (Sparkler International) 

Metal working machinery (The Yoder Co.) 

Boiler compounds (National Aluminate Corp.) 


CHAPTER II. ELIGIBLE INVESTMENTS 
1. Who is eligible 

In order to be eligible for insurance the investment must be made by a citizen 
of the United States or a corporation, partnership, or other association created 
under the laws of the United States or of any State or Territory and substantially 
beneficially owned by citizens of the United States. Ordinarily, a company 
organized under United States law will be considered an eligible investor if more 
than one-half of the total value of all classes of its stock is owned by United 
States citizens. However, in determining the predominant ownership of an or- 
ganization heavily indebted to a foreign creditor or creditors, the debt may be 
treated as equity in determining the eligibility of the investor. 


2. The investment must be new 


The purpose of the program is to encourage new American investment abroad 
which will further the purposes of the Mutual Security Act. The new investment 
may be to establish a totally new enterprise in the foreign country, or to expand, 
modernize or develop an existing one. Even though existing investments may 
also support the purposes of the Mutual Security Act, such investments cannot be 
considered for insurance, as explained in chapter I, section 1. 


3. Type of investment 


There is no fixed form which an investment must take to be eligible for coverage. 

Some of the forms of investment for which insurance may be issued are the follow - 
ing: 
Equity.—The investment may take the form of ownership in entirety or in part, 
of a foreign business organization, or the ownership may be direct, as in the case 
of a foreign branch of a United States enterprise. However, an investment which 
consists solely of the purchase of an interest in a foreign concern, and results only 
in a change of ownership with no additional investment (either of tangible assets 
or of patents, processes, and techniques) for purposes of expansion, moderniza- 
tion or development, is not eligible. 

Loans.—The investment may be in the form of a loan, secured or unsecured, 
provided that the term is no less than 3 years. In the case of serial loans, the 
average maturity for the entire loan must be not less than 3 years. 

Royalty agreements.—The investment may take the form of a licensing arrange- 
ment which provides for the use of patents, processes, and techniques in exchange 
for royalty payments. The investment may also take the form of an arrangement 
for the leasing of equipment. 

Ordinarily, equity investment or agreements calling for payment of royalties 
or rents will not be eligible for insurance unless it appears that the investment is 
intended to have a life of more than 5 years. 


4. Investment contributions 


Whether in the form of equity, loan, or royalty or leasing agreement, the 
investment contribution may be of any of the following: Cash; materials or 
equipment; patents, processes, or techniques; services. 

Cash.—If cash is to be invested, it must be dollars or credits in dollars, or 
foreign currency (i) purchased with dollars for the purpose of the investment, or 
(ii) freely transferable into dollars. 

Materials or equipment.— Materials or equipment must be of dollar origin. 











262 TRADE AGREEMENTS EXTENSION 


Patents, processes, or techniques.—Congress has made these intangible assets 
eligible for insurance because of the desirability of encouraging the spread of 
advanced technological methods. However, the licensing of trade names, trade- 
marks, and good will, often closely associated with the licensing of patents, pro- 
cesses, and techniques, is not eligible for insurance. It should also be understood 
that, to be eligible for insurance, the patents, processes, and techniques included 
in the investment should represent predominantly a body of information and 
experience already in existence. 

Services.—Contributions of engineering and management services will usually 
be considered investment onty when performed for the purpose of tramsmitting 
other eligible investment, such as processes and techniques, and provided, of 
course, that the services are not to be currently and separately paid for. 


5. Duration of insurance contracts and the insurance program 

Insurance contracts may be written for a maximum term of 20 years from the 
date of issuance. 

Present FOA authority to issue insurance extends to June 30, 1957. 


CHAPTER Ill. HOW TO PROCEED 
1. Letter of application 


There is no prescribed form for an application. Applications should be made 
by letter, in quadruplicate, addressed to Investment Guaranties Branch, Foreign 
Operations Administration, Washington 25, D. C., in accordance with appendix 
A, which contains detailed instructions on their preparation. 

Prospective applicants for insurance frequently find it useful to discuss their 
investment plans with the FOA and obtain advice on the preparation of appli- 
cations. The staff of the Investment Guaranties Branch is available for this 
purpose.! 

Information contained in an application will be held in confidence at all times. 
When an insurance contract is executed, a public announcement will be issued in 
consultation with the investor, describing in general terms the project in which 
the investment is being made and the nature of the insurance. 


2. Obtaining foreign government approval 


One of the prerequisites for issuance of an insurance contract is approval of the 
investment by the foreign government. In most countries, however, before this 
approval is obtained, it is first necessary to obtain the permission of the foreign 
government to make the investment or to qualify under the laws for the benefit 
of investors. Much of the information in an insurance application will likewise 
be required by the foreign government in giving its permission to invest and its 
approval of the project for insurance purposes. There is no fixed order of preced- 
ence in these matters, and ordinarily there will be no reason why the investor 
cannot pursue his application for insurance while he is getting the foreign govern- 
ment’s permission to invest and its approval for insurance purposes. 

It should be noted, however, that it is necessary to secure approval for insurance 
purposes, in addition to other procedural steps required by the foreign govern- 
ments, in order to assure that the transaction comes within the scope of certain 
understandings between that government and the United States Government 
regarding the insurance program. In some foreign countries, two different agencies 
of the foreign government are responsible for these two procedural actions. The 
mission of the Foreign Operations Administration, or the American Embassy, 
located in the capital of the country concerned, is in a position to direct American 
investors to the proper foreign government officials and furnish other appropriate 
assistance. However, it is the responsibility of the investor to present to the for- 
eign government the plan and details of his investment, to fulfill the foreign 
government’s requirements regarding the investment, and to request it to express 
to the FOA mission or American Embassy its approval of the project for insurance 
purposes. 

Many prospective investors will naturally wish to visit or send a representative 
to the foreign country. Travel, however, is not necessary in every case. Diplomatic 
and consular offices of foreign governments in United States cities and the United 
States Department of Commerce, among other sources, can supply much back- 
ground information. For those interested in getting in touch with foreign manu- 
facturers with a view to licensing patents and processes to them or otherwise 
investing in them, the Office of Small Business of the Foreign Operations Admin- 


1 If a visit to the offices of the Branch is planned, it is suggested that an appointment be arranged in 
advance. 
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istration, through its Contact Clearance House Service, offers assistance in 
locating foreign concerns which may be interested. 


3. Processing the application 


When a prospective investor’s plans have been sufficiently developed to make 
it possible for him to do so, and before he has made the investment or committed 
himself to make it, he may file an application for insurance. Such an application 
need not be complete and final in every detail, but it should contain the essential 
facts about the proposed investment. 

The FOA will review the application. If the proposed investment appears 
eligible for insurance protection, it will give the applicant a letter which states: 

a) That the proposed investment satisfies the criterion of economic benefit 
or defense contribution. 

(b) That the applicant’s statement of the essential terms of the investment 
contains no elements which would make it ineligible. 

_ (c) That insurance funds will be e2rmarked and preserved for the particular 
investment. 

(d) That changes in FOA insurance policy adverse to the applicant will not 
apply to this application. 

The purpose of the letter is to assure availability of insurance protection subject 
to— 

(a) Foreign government approval of the investment project for insurance 
purposes. 

(b) The development of new information which significantly modifies the 
original presentation. 

(c) Subsequent agreement on the terms and amounts of insurance protection. 

The letter will be effective for a period of 6 months and can be renewed. 

Each contract is individually negotiated to meet the particular circumstances 
of the investment. When the investor has obtained approval of the investment 
for insurance purposes from the foreign government, and when FOA processing 
of the application is sufficiently advanced, a draft of an insurance contract is sent 
to the applicant for his consideretion and as a basis for anv further negotiation. 
After agreement is reached on the terms of the contract, the proposed contrect 
and the application go to the Director of the Foreign Operations Administration 
for approval. 

The insurance contract is executed on behalf of the Government by the Export- 
Import Bank of Washington as agent for the Director of the Foreign Operations 
Administration. 


4. Proceeding with investment before its insurance 


The purpose of the insurance provisions of the Mutual Security Act is to 
stimulate private investment from the United States which contributes to the 
objectives of the mutual security program. Ordinarily this purpose is not served 
by issuing an insurance contract on an investment which has already been made 
or which the investor has committed himself to make. Accordingly, the making 
of an investment, or the making of a commitment to make an investment, prior 
to filing an application and obtaining the letter described in paragraph 3, are 
grounds on which an application for insurance may be denied. 


CHAPTER IV. CONVERTIBILITY INSURANCE 


The insurance is a contract between the investor and the United States Govern- 
ment. Each contract is negotiated in the light of the special circumstances of 
the investment concerned and thereafter governs the relationship between the 
investor and the United States Government. 


1. Nature of protection 


An FOA convertibility insurance contract provides protection against the risk 
of inability to convert investment receipts into dollars from the currency of the 
country in which the investment is made. Both transfers of earnings and re- 
patriation of capital are protected. 

The convertibility insurance contract is in essence insurance that a means, 
available at the time the investment is made, for converting foreign currency 
receipts into dollars will remain available. As in all insurance, the liability of 
the insurer is contingent. Thus, the FOA will not insure convertibility in the 
face of exchange regulations and practices under which it would be clear at the 
time the insurance was issued that conversion could be effected only through 
the guaranty. 
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2. Convertibility insurance and foreign exchange rates 


Convertibility insurance does not insure the investor against loss from de- 
valuation or depreciation of the basic exchange rate for a foreign currency. It 
does insure that he can transfer receipts from his investment into dollars at 
approximately the rate at which exchange transactions are being generally 
effected at the time of the transfer. Furthermore, the insurance protects him 
against loss in the event of the initiation of multiple exchange rates similar to 
those now in effect in some countries. These multiple rates frequently result 
in a less favorable rate for return on investments than for other foreign exchange 
transactions. 

The FOA, in making payment under convertibility insurance contracts, makes 
use of a basic reference rate for the foreign currency. The reference rate is 
usually the exchange rate for a foreign currency used daily for assessing United 
States customs duties on imports from that country.! 

If, when the investment is made, transfers of local currency receipts from 
investments can be made at approximately the reference rate, the investor is 
assured that he can transfer his receipts under the insurance contract at 95 per- 
cent of the reference rate prevailing at the time he desires to make the transfer, 
if then he cannot otherwise convert them for a dollar yield equivalent to 95 
percent. (The 5 percent discount is to allow for minor fluctuations and such 
ordinary expenses as transfer commissions, mail or cable transfer charges, trans- 
action stamp taxes, etc., usually borne by foreign investors transferring local 
currency into dollars.) This means that if, at a later date, exchange controls 
are put into effect under which the investor cannot convert receipts from the 
investment into dollars, or can do so only at a discount of more than 5 percent 
from the reference rate then current, he may invoke the insurance. Hence, if 
a foreign government, during the life of the insurance contract, clocks transfers 
or institutes a multiple-rate system under which there is a difference between the 
reference rate and the exchange rate for the service in dollars of investments, 
the investor is protected against loss from this blocking or rate differential. 

In those countries where multiple rates already exist when the insurance is 
issued, the FOA convertibility insurance protects the investor against a deteriora- 
tion in the relationship of the reference rate to the exchange rate for transferring 
currency receipts from investment into dollars between the time he makes the 
investment and the time he withdraws his returns. For this purpose a ratio is 
established. This ratio is obtained by dividing (1) the exchange rate available 
at the time of investment for transferring local currency receipts from investments 
into dollars by (2) the reference rate described above. 


3. Three examples 


The following examples may be helpful: 

In the first case, we assume an investment in country A, which has a single 
rate of exchange throughout the life of the convertibility insurance contract. 
However, let us suppose that the currency of country A, which at the time of 
making the investment had a value of 10 cents per unit, has been devalued to 
5 cents by the time the investor seeks to transfer his returns. As some times 
happens in case of severe deterioration of currency, the government of country 
A thereupon begins to block exchange transactions, by one means or another, so 
that the investor is unable to get his money out in dollars. Under his FOA 
insurance contract, he will receive 95 percent of the dollars which he could get 
for his foreign currency at the reference rate of 5 cents per unit then current. 

In the second case, we assume an investment made in country B which has 
multiple-exchange rates. At the time of investment, the rate for commodity 
transactions is 10 cents per unit of B’s currency and is established as the reference 
rate, while the rate for transfer of receipts from investment is 5 cents. Dividing 
the investment transfer rate by the reference rate, we establish a 50 percent ratio. 
Later, when the American investor seeks to transfer his retruns, the commodity 
(or reference) rate has fallen to 9 cents, but the transfer rate for receipts from 
investments has been set at only 3 cents, or 33% percent of the commodity rate. 
The investor would be assured of making conversion, by means of his insurance 
contract, at the previous ratio of 50 percent of the reference rate, or 4% cents per 
unit. 

In the third case, let us suppose that country C institutes a multiple-rate system 
at some time during the life of the insurance contract, after the invesument has 


1 However, if countries have multiple rates of exchange for different commodities exported to the United 
States, a customs rate will not be used. Instead, the reference rate will be the rate at which that country 
ae dollars on the date in question for the largest group (by annual value) of its imports from the 

ni States. 
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already been insured. In this case, the investor will be able under the contract to 
convert his receipts from investment into dollars at 95 percent of the reference 
rate then current, despite the establishment by the foreign government of the 
new, less favorable exchange rate for converting receipts from investment. 


4. Collecting under the insurance contract 

If a contingency arises under which the investor is entitled to collect under his 
insurance contract, the investor may make application to the Export-Import 
Bank of Washington, D. C., presenting also a draft for the foreign currency which 
he holds. Because the insurance is intended to protect against real loss rather than 
against minor fluctuations (or other temporary situations), the Export-Import 
Bank will usually require that the adverse situation shall have prevailed for 30 
consecutive days before making payment.’ 

After the bank confirms the foreign currency draft, the investor is paid in 
dollars at a rate determined under the terms of his contract, as of the date of his 
application for conversion. The Government takes the risk of deterioration in the 
rate afver the dace of application. 


5. The maximum dollar amount of protection in a convertibility insurance contract 


Convertibility insurance contracts are written to provide a specified total dollar 
amount of protection, and, within broad limits, the investor can choose the amount 
of protection, that he wants to buy. These limits vary with the amount and form 
of the investment—equity, loan or royalty agreement—as follows: 

Equity investments.—Ordinarily, the maximum protection for an equity in- 
vestment is an amount equal to 200 percent of the dollar amount (or dollar value) 
of the investment. If there are special circumstances which indicate a need for 
greater protection they will be given consideration. 

Loan Investment—The maximum that can be insured is the amount (stated in 
dollars) of the principal, plus interest at a rate considered reasonable in the light 
of prevailing rates for comparable loans in the foreign country. 

Royalty Agreements.—The maximum that can be inst red is the sum of the royalty 
payments which can be reasonably expected over the life of the insurance contract. 
The investor must furnish the FOA a copy of his proposed licensing agreement 
as part of his insurance application (see appendix A) and he must establish and 
substantiate (1) the reasonableness of the rate of royalty and (2) the reasonable- 
ness of his estimate of royalty payments. 


6. The face amount of the insurance contract 


Whatever the form of the investment—equity, loan or royaliy agreement— 
the insurance contract will be issued in a specified dollar amount known as the 
face amount. 

During the first 3 years of its term, the face amount of a contract covering an 
equity investment will be an amount set by the investor at the time the contract 
is executed, but not exceeding the amount of the investment. For the fourth 
year of the contract and each year thereafter, the face amount will be an amount 
set by the investor at the time the contract is executed but not exceeding the 
maximum amounts described in paragraph 5, above. 

The face amounts, thus established, remain fixed unless: 

(a) The investor exercises his option to reduce the amount of protection. 

(6) The amount of investment outstanding is reduced by withdrawals of the 
original insured capital. 

(c) The insurance is invoked (to convert investment receipts, whether capital or 
earnings). 

On any anniversary date of his insurance contract, the investor may reduce the 
face amount. When the face amount has been reduced, the amount of protection 
surrendered cannot be reinstated. 

When a part of an insured investment is withdrawn, whether by invocation of 
the contract or through normal exchange channels, the face amount of the con- 
tract will be reduced proportionately. For example: Assume an equity invest- 
ment of $100,000 which is protected by a convertibility insurance contract with a 
face amount of $200,000. Later, $25,000 (25 percent) of the original capital is 
repatriated. The face amount of the contract would then be reduced by $50,000 
(25 percent). 





2 If the 30-day requirement resultsin a waiting period for the investor and if, during the waiting period, the 
adverse situation should take a turn for the better, so that the investor need not resort to the contract in order 
to transfer the funds without loss, the bank may require another waiting period of 30 consecutive days. 
However, at any time after he applies for conversion, the bank may, at its option, call on the investor to 
submit his draft for all or any remaining portion of the local currency covered in his application, thus satis- 
fying his request. 
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When the insurance contract is invoked, the face amount will be reduced. 
If the amount transferred represents earnings, the face amount will be reduced 
by the amount transferred. To the extent that a transfer under a contract 
represents withdrawal of capital, the face amount will be reduced as described in 
the preceding paragraph. 

It should be emphasized that the face amount of a contract is not reduced by 
transfers of earnings through normal exchange channels. The amount of con- 
vertibility protection remains intact until it has been reduced in one of the ways 
described above. 


7. Termination 


The insurance is terminable at any time, as of the next anniversary date of the 
contract, at the option of the investor; the Government has no comparable right 
of termination. 


8. The cost of convertibility insurance 


The fee for convertibility insurance is one-half of 1 percent per year of the 
face amount of the contract; it is payable annually in advance. 


9. Alternative form of convertibility insurance contract 


In order to accommodate those investors, probably creditors or licensors, who 
have little or no expectation of receipts from their investments during a sub- 
stantial part of the life of the contract, an alternative form of convertibility in- 
surance contract is available. The purpose in offering the alternative is to avoid 
making insurance protection far more costly to these types of investors than to 
others. It will be noted that the essential features of this alternative are those 
of the convertibility insurance previsouly available. 

(a) The investor will establish a schedule of the face amount of the insurance 
corresponding to his expected receipts, rather than selecting a constant figure as 
described in paragraph 6 above. 

(b) All transfers of receipts from the investment, whether made through 
normal financial channels or under the insurance contract, and whether in the 
nature of earnings or capital withdrawals, will reduce the face of the contract; 
this is in contrast to permitting earnings to be withdrawn without reduction of 
the face amount as described in paragraph 6 above. 

(c) The annual fee will be 1 percent of the face amount scheduled for a parti- 
cular year plus a standby charge of one-fourth of 1 percent of the difference 
between such scheduled amount and the maximum face amount which will 
accumulate under the schedule by the last year of the contract. 


CHAPTER V. EXPROPRIATION INSURANCE 


1. Nature of protection in an expropriation insurance contract 


Governments expropriating property of foreign investors may offer compensa- 
tion in some form and amount. This compensation may, however, be unsatis- 
factory to the investor and may involve long negotiation and litigation. It is 
frequently in the form of securities or inconvertible foreign currencies. By means 
of an FOA expropriation insurance contract, American investors may ncw 
assure themselves that they will be compensated by the United States Govern- 
ment, in the event of expropriation, in dollars, in accordance with a formula for 
determining loss which is fixed in the contract. 

Expropriation insurance is also protection against confiscation (a taking 
without compensation), such as may occur if an unfriendly government succeeds 
to power in a country where an insured investment has been made. In this 
manual, “expropriation” also includes ‘‘confiscation.”’ 

The nature of the protection offered varies with the form of the investment. 
In equity investments, expropriation will be deemed to have occurred if, for a 
period of 1 year, the foreign government prevents the exercise of substantial 
control over the investment property. Taxation or regulation by the foreign 
government will not be considered expropriatory unless it can be shown that the 
government’s primary object is to divest the owners of the investment property. 
Insurance contracts for equity investments will usually be written to treat as a 
total loss expropriation either of all the assets of a foreign enterprise or of a portion 
sufficient to destroy its value as a going concern. If a prospective investor 
believes that specia! circumstances create an unusual risk of loss from expropri- 
ation of a part of the investments sufficient to destroy the value of the foreign 
enterprise as a going concern, the FOA will be ready to discuss the particular 
situation with the investor with a view to working out a mutually acceptable 
contract. 
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In loan investments, expropriation will be deemed to have occurred if, for a 
period of 1 year, the foreign government prevents any repayment of principal or, 
for a period of 3 years, prevents any payments of interest. This prevention of 
payment can occur either by direct intervention in the payments (other than 
through exchange regulations of a kind which can be covered by convertibility 
insurance) or as a direct consequence of expropriation of the borrower’s property 
as described for equity investments. Under this protection, should the foreign 
government expropriate the borrower’s assets, assume the loan obligation and 
meet the payments, no expropriation of the loan would be deemed to have occurred. 
However, if an investor wishes to protect a loan investment in a subsidiary only 
against expropriation of the assets of the borrower, rather than against govern- 
mental prevention of payments under the loan, the FOA is prepared to discuss 
with the investor the possibility of treating the loan as though it were an equity 
investment for purposes of determining the circumstances under which it will be 
considered to have been expropriated. This alternative is only available in cases 
in which the investor is lending to an existing subsidiary or is acquiring a large 
proportion of the borrower’s stock, in addition to the loan transaction. Under 
this alternative protection, expropriation would be deemed to have occurred even 
though the foreign government stood ready to assume the loan obligation. 

In royalty agreements, expropriation will be deemed to have occurred under 
circumstances similar to those cited for loans. The prevention of payment of 
royalties must continue for a period of 3 years. 


2. War and revolution 


Risks incidental to war and revolution are covered in part by expropriation 
insurance, since the expropriation may be the act of a hostile government which 
has come to power by military conquest or revolution, whether or not that govern- 
ment is recognized by the United States. However, military conquest will not of 


itself constitute expropriation, and physical war damage, prior to expropriation, 
is not covered. 


3. Transfer of investor’s rights to the United States Government 

In the event of expropriation, the United States Government acquires by the 
insurance contract all rights and claims of the investor relating to the insured 
investment. The investor will also turn over to the United States any compensa- 


tion, other than in dollars, paid him by the expropriating government. 

During the period from the initiation of an expropriatory action to the transfer 
of claims to the United States Government, which will take place after the period 
of expropriation mentioned in section 1 of this chapter, the investor must take all 
reasonable measures available to pursue and preserve his claims against the 
expropriating government. wt rp the assumption of his claims by the United 
States, the investor then has the obligation to cooperate with the United States 
Government in prosecuting those claims (for example, by producing witnesses 
and documents and otherwise assisting in the development of evidence). 


4. Dollar amount of protection in an expropriation insurance contract 

Whatever the form of the investment, the insurance contract will specify a 
maximum dollar amount of protection, which cannot later be increased except 
through an amendment covering additional new investment, which must qualify 
and be approved in the same manner as the original insured investment. 

For equity investments, the investor may purchase protection for the amount 
originally invested as valued for insurance purposes. In addition to this principal 
amount, future earnings which the investor expects will be reinvested (retained 
in the enterprise) may be protected up to an amount (1) which the investor can 
establish as a reasonable expectation and (2) for the protection of which the 
investor is willing to pay an annual premium beginning with the effective date 
of the insurance contract. 

For loan investments, the maximum protection will be the total principal 
amount of the investment plus all interest called for by the loan instrument. 
As in convertibility insurance, the rate of interest must be established by the 
investor as reasonable, primary consideration being given to the prevailing rate 
in the foreign country for similar loans. 

RS the dollar amount of protection of royalty agreements, see section 6 of this 
chapter. 


5, Computation of the amount of loss 


In the event of expropriation, loss will be determined on a basis set forth in the 
contract, and paid to the investor in dollars. The amount determined will be 
within the maximum established in the contract. 
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Equity investments.—The loss will be the amount of dollars (or dollar value of 
other assets) originally invested, adjusted to reflect subsequent operations by 
adding the investor’s proportionate share of undistributed earinings and realized 
capital gains and subtracting the investor’s proportionate share of any capital 
distributions, operating losses, or realized capital losses.! 

The data for computation of loss resulting from expropriation will be obtained 
from audited statements filed by the investor with, and acceptable to, the Export- 
Import Bank. These statements must be prepared in accordance with (or ad- 
usted to reflect) standard accounting practices in the United States, including 
rates of depreciation not less than those set forth in the present Bulletin F of the 
Director of Interna) Revenue. 

Loan investments.—If the loan instrument is expressed in dollars, the loss will 
be the sum of the principal remaining unpaid on the due date of the first principal 
payment (or interest payment, as the case may be) which has been prevented plus 
interest accrued and unpaid on that date. 

An expropriation insurance contract does not offer any protection against in- 
solvency of the borrower. Therefore, if, on the date expropriation begins, the 
books of the foreign borrower do not show an excess of total tangible assets over 
total liabilities (including the insured loan and excluding capital and surplus) 
to the extent of a working margin considered adequate for the particular business 
involved, the amount of loss will be adjusted downward. The adjustment will 


reflect both the degree of impairment and the seniority of other obligations of the 
borrower. 


6. Expropriation insurance for patents, processes, and techniques 


Investments of patents, processes, and techniques can be the subject of expro- 
priation insurance in certain circumstances. 

In some cases, such intangibles are contributed to a foreign enterprise in return 
for capital stock representing an undivided equity interest in all of the assets of 
that enterprise. In these circumstances, if the dollar value placed on the contri- 
bution by investor and foreign recipient can be clearly determined and its reason- 
ableness substantiated, the amount of protection and the amount of loss will be 
determined as in the case of an equity investment of cash or other tangible assets. 

If such intangibles are contributed in return for royalties, expropriation insur- 
ance will be available if the royalty agreement places a firm obligation on the 
licensee to make payments which are of fixed or minimum amount. In these 
cases, the fixed or minimum royalty payments will be treated in much the same 
manner as though a loan obligation existed; expropriation will be deemed to have 
occurred if the foreign government prevents any payment of royalties for a period 
of three vears, and the determination of loss will be based on the assumption 
that the amount remaining to be paid on the date of expropriation represents the 
amount of an unsecured obligation of the foreign enterprise (see ‘““Loan Invest- 
ments,” see. 5 of this chapter). 

The reasonableness of the royalty payments must be substantiated. The 
most influential factor in determining the value of intangibles for purposes of in- 
surance will be agreement between the parties on that value arrived at in arm’s 
length negotiation. In the absence of this arm’s length relationship or of some 
unusual measure of value which might be accorded comparable weight, expropria- 
tion insurance will not be available. The sum of the fixed or minimum payments 
not only establishes for insurance purposes the present value of the intangibles 
contributed but also establishes the basis for determining the amount of loss in 
the event of expropriation. This is because the loss will be determined as if the 
investment were an unsecured non-interest-bearing loan. Thus a more exacting 
substantiation of reasonableness of the value of the intangibles (the sum of the 
royalty payments) is necessary for purposes of expropriation insurance than for 
convertibility insurance, under which the earnings have been established by 


their receipt in foreign currency before the liability of the Government is called 
upon. 


7. Cost of an expropriation insurance 


The fee for expropriation insurance is usually one-half of 1 percent per year 
of the total dollar amount of protection. In the event of an equity investment 
for which protection may be sought not only against total expropriation but also 
against a partial expropriation which does not destroy the value of the foreign 


1 Losses and gains reflected in local currency will be translated into dollars at the applicable average rate 
in effect during the fiscal year in which they arise. 

2 The margin will be specified in the contract of guaranty. Working margin computations will be made 
from the borrower’s audited statements, adjusted to the date of expropriation. 


me 
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enterprise as a going concern (see sec. 1 of this chapter), the higher incidence of 
risk will be recognized through a somewhat larger fee. 

Fees are payable in advance, and will be due on each anniversary date of the 
insurance contract. For any contract year, the investor has the option to ter- 
minate the contract or reduce the amount of protection by written notice prior 
to the anniversay date, thereby reducing the fee payable. 


Budget Bureau No. 24- R-024.1 
APPENDIX A 


INFORMATION To Be SuppiLiepD IN INVESTMENT INSURANCE APPLICATIONS 


Applications, in quadruplicate,! should be addressed to: Investment Guaranties 

Branch, Foreign Operations Administration, Washington 25, D. C. 

The information requested below may be furnished in a letter, or a set of appli- 
cation forms which will be supplied on request, may be used. 

All of the items enumerated below should be answered as fully as possible with 
notations as to what information is not readily available and will be supplied later. 
All applications will be acknowledged and the applicant will be notified whether 
the application is sufficiently complete for further processing or, if not sufficiently 
complete, what additional information is required. 

1. Name and address of investor. 

2. Citizenship of investor. If a corporation, indicate the State of incorpora- 
tion, and furnish a statement by an officer showing the percentage of each class 
of its stock known or believed to be beneficially owned by United States citizens. 
If the investor has substantial foreign creditors the nature and amount of the 
obligation should be indicated. 

3. Name, title, address, and telephone number of each person authorized to 
represent the applicant for the purposes of the application. 

4. A description of the nature of the investor’s business. 

5. The name, address, and nationality of the foreign concern in which the 
investment is to be made. Indicate when the enterprise was, or is to be, formed 
and its legal form of organization. 

6. Describe the nature and purpose of the proposed project. 

7. Describe the proposed investment contribution, i. e., cash, machinery and 
equipment, materials, patents, processes, and techniques, or services. 

8. Describe the form and terms of the investment: 

Equity: Identify type of securities or other evidence of ownership to be 
received and state proportion of ownership in the foreign enterprise. If 
stock is to be received in exchange for the licensing of patents, processes, 
and techniques, include a copy of the proposed licensing agreement. 

Loan: Specify the interest rate and maturity dates (including acceleration 
provisions). 

Royalty contract: Specify the proposed royalty rate and the period of 
time covered and include a copy of the proposed royalty contract. 

9. State the amount and kind (convertibility or expropriation) of insurance 
protection desired. 

10. If the proposed investment is contingent on new financing the source of this 
financing should be indicated. 

11. Deseribe any contractual arrangements with the foreign company or its 
affiliates not governed by the investment agreement. 

12. State any special conditions imposed by the foreign country for the conduct 
of the business in which the investment is to be made, e. g., export requirements, 
location of plants, ete. 


ApPpENpDIx B 


LEGISLATION PERTAINING TO THE FOA Guaranty ProGrRaM, As oF AuGusT 26, 
1954 


Section 413 (b) of the Mutual Security Act of 1954 (Public Law 665, 83d Cong.) 


Sec. 413 (b) In order to encourage and facilitate participation by private enter- 
prise to the maximum extent practicable in achieving any of the purposes of this 
Act, the President— * * * 


(4) may make, until June 30, 1957, under rules and regulations prescribed 
by him, guaranties to any person of investments in connection with projects 
1 All exbibits and attachments should also be submitted in quadruplicate. 
57600—55—pt. 1 19 
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including expansion, modernization, or development of existing enterprises, 
in any nation with which the United States has agreed to institute the 
guaranty program: Provided, That— 

(A) such projects shall be approved by the President as furthering any 
of the purposes of this Act, and by the nation concerned; 

(B) the guaranty to any person shall be limited to assuring any or all of 
the following: 

(i) the transfer into United States dollars of other currencies, or credits 
in such currencies, received by such person as earnings or profits from 
the approved project, as repayment or return of the investment therein. 
in whole or in part, or as compensation for the sale or disposition of all 
or any part thereof; 

(ii) the compensation in United States dollars for loss of all or any 
part of the investment in the approved project which shall be found by 
the President to have been lost to such person by reason of expropriation 
or confiscation by action of the government of a foreign nation; 

(C) when any payment is mace to any person pursuant to a guaranty as 
hereinbefore described, the currency, credits, assets, or investment on account. 
of which such payment is made shall become the property of the United States 
Government, and the United States Government shall be subrogated to any 
right, title, claim or cause of action existing in connection therewith; 

(D) the guaranty to any person shall not exceed the amount of dollars 
invested in the project by such person with the approval of the President 
plus actual earnings or profits on said project to the extent provided by such 
guaranty, and shall be limited to a term not exceeding twenty years from 
the date of issuance; 

(E) a fee shall be charged in an amount not exceeding 1 per centum per 
annum of the amount of each guaranty uncer clause (i) of subparagraph (B. 
and not exceec ing 4 per eentum per annum of the amount of each guaranty 
under clause (ii) of such subparagraph, and all fees collected hereunder shall 
be available for expenditure in « ischarge of lia’)ilities uncer guaranties made 
under this section until such time as all such liabilities have been discharged 
or have expirec, or until all such fees have been expended in accordance with 
the provisions of this section; 

(h) the President is authorized to issue guaranties up to a ‘total 
of $200,000,000: Provided, That any funds allocated to a guaranty and re- 
maining after all lia ility of the United States assumed in connection there- 
with has been release” , cischarged, or otherwise terminated, shall be available 
for allocation to other guaranties, the foregoing limitation notwithstan7ing. 
Any payments made to discharge liabilities under guaranties issued under 
this sul section shall be paid out of fees collected under subparagraph (E) 
as long as such fees are available, and thereafter shall be paid out of funds 
realized irom the saie of notes which have been issued under authority of 
paragraph 111 (c) (2) oi the Economic Cooperation Act of 1948, as amended, 
when necessary to cischarge liabilities under any such guaranty; 

(G) the guaranty program authorized by this paragraph shall be used to 
the maximum practicable extent and shall be administered under broad 
criteria so as to iacilitate and increase the participation of private enterprise 
in achieving any oi the purposes of this Act; 

(H) as used in this paragraph— 

(i) the term ‘‘person’’ means a citizen of the United States or any 
corporation, partnership, or other association created under the law of 
the United States or ot any State or Territory and substantially bene- 
ficially owned by citizens of the United States, and, 

(ii) the term “‘investment”’ includes any concribution of capital goods, 
materials, equipmenc, services patents, processes, or techniques by any 
person in the form of (1) a loan or loans to an approved project, (2) the 
purchase of a share of ownership in any such project, (3) participation in 
royalties, earnings, or profits of any such project, and (4) the furnishing 
of capital goods items and related services pursuant to a contract pro- 
viding for payment in whole or in part after the end of the fiscal year in 
which the guaranty of such investment is made. 
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APPENDIX C 
TITLE 22—FOREIGN RELATIONS 
CHAPTER II—FOREIGN OPERATIONS ADMINISTRATION 
FOA RecvuLaTion 4 


PART 204—GUARANTIES UNDER THE MUTUAL SECURITY ACT OF 1954 


Sec. 

204.1 Definitions. 

204.2 Scope of this part. 

204.3 Application for guaranties and place of filing. 

204.4 Designation of Export-Import Bank of Washington as agent. 

204.5 Effect of making investment prior to issuance of guaranty. 

204.6 Saving clause. 

204.7 Transitory provision. 

Authority: Sees. 413 (b) and 525, Public Law 665, 83d Congress. 

204.1 Definitions. 

(a) The ‘‘Act’”? means the Mutual Security Act of 1954, Public Law 665, 83d 
Congress. 

(b) ‘““FOA” means the Foreign Operations Administration. 

(ec) ‘‘Director’’ means the Director of the Foreign Operations Administration. 

(d) “FOA guaranties’? means guaranties of investments pursuant to Section 
413 (b) (4) of the Act (other than guaranties of investments in enterprises pro- 
ducing or distributing informational media). 

204.2 Scope of this part.—This part covers FOA guaranties, which may be 
made in accordance with this part in furtherance of the purposes of the Act and 
to encourage and facilitate participation by private enterprise in achieving such 
purposes. 

204.3 Applications for guaranties and place of filing—Applications for FOA 
guaranties should be made in writing to the Investment Guaranties Branch, 
Foreign Operations Administration, Washington 25, D.C. There is no prescribed 
form of application, but published information on current policies of the guaranty 
program, including the contents of applications, may be obtained on request from 
FOA. Each applicant will be notified in writing when his application has been 
found to be complete and is accepted for processing. 

204.4 Designation of Export-Import Bank of Washington as agent.—Export- 
Import Bank of Washington is hereby designated by the Director as his agent, 
upon such terms as may be specified by the Director, to issue in its name, and to 
administer, FOA guaranties. 

204.5 Effect of making investment prior to issuance of guaranty. The purpose 
of the guaranty provisions of the Act is to stimulate private investment from the 
United States which contributes to the objectives of the Act. Ordinarily this 
purpose is not served by issuing @ guaranty on an investment which has already 
been made. Accordingly, the making of an investment by an applicant prior to 
the issuance of a guaranty covering such investment shall be grounds on which 
the application may be denied. However, after an application has been filed and 
accepted as complete, the investor may obtain a statement in writing from FOA 
which will permit him to proceed with the investment without prejudice to the 
application on the above grounds. 

204.6 Saving clause. The Director may waive, withdraw, or amend at any 
time or from time to time any or all.of the provisions of this part. 

204.7 Transitory provision. 

(a) Guaranties and statements provided for in the last sentence of Section 
204.5 of this part previously issued under authority of Section 111 (b) (3) of the 
Economic Cooperation Act of 1948, as amended, and Section 520 of the Mutual 
Security Act of 1951, as amended, and pursuant to ECA Regulation 4 issued by 
the Economic Cooperation Administration, as amended, or MSA Regulation 4 
issued by the Mutual Security Agency, as amended, and FOA Regulation 4 
issued by the Foreign Operations Administration, are reaffirmed and will continue 
in effect subject to the terms and conditions thereof. 

(b) This revision of FOA Regulation 4 will take effect on October 15, 1954. 


DrrectTor, FOREIGN OPERATIONS ADMINISTRATION 
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APPENDIX C-2 
INVESTMENT GUARANTIES BRANCH, FOREIGN OPERATIONS ADMINISTRATION, 
WasuHineoton, D. C 


Foreign investment projects which have qualified for guaranties, November 1, 1954 


Project 
1 
is icloeuameers CRN ook Ba ene oe 
| 
Netherlands RINE 5. sendtncm ones 
° 
U; E.. | Road machinery... --...---- 
ae Carbon black. ........--.--- 
Staly._.._ - | Pipeline =, aes 
France... | Concrete admixes___.---__-- 
— | : 
U, i. | Machine tools_...........-. 
Germany, Italy | Licenses in electronics 





Country 


Guaranty 


Cash, equipment, and seed stock to set up 
foreign affiliate. 

| Increased cash investment in foreign fertilizer 
company (castor pomace) to increase avail- 
able supplies. 

More working capital for a subsidiary to in 
crease sales in U. K. and the continent. 

Establish carbon-black plant in U. K. 

Cash for construction of 97-mile oil line. 

Cash, secret formulas, technical know-how to 
affiliate for sales in Europe. 

Cash to step up production for sales in sterling 
area. 

Supplying technical data, manufacturing and 
operating information for royalty and tech- 
nical fees. 

Designs, engineering and production drawings 
for valve manufacture, against royalties. 

Cash loan, for increased capacity, production 
and engineering assistance for 44-owned 


Cash for working capital to establish engineer- 


Patents, processes, and techniques for manu- 
facture, mine car loaders. Against royalties. 

Patents, know-how, formulas, to assist re- 
establishment, in Western Germany of pre- 
war affiliate. Against royalties. 





is. Miaiataad ocuenows ..| Technical license. ----.---- 
| 
Patil vcs tadcicsicea | Ante porte... so. dci os 
affiliate. 
ER a ae es’ | Engineering firm_.__._____- 
ing affiliate. 
IE ack nideidcininccad ae ee 
' 
De Sek | Reviving old investment 
| relationship. 
FOREIGN INVESTMENT INSURANCE IN BRIEF, NOVEMBER 15, 1954 
TO BE ELIGIBLE FOR GUARANTY— 
Investments must be: 


‘Time: 


1. New investment or an addition to an existing investment. 


2. By United States citizens, or— 
3. 


By United States companies, majority controlled by United States citizens— 


4. Investments should be for a minimum of 3 years if a loan or 5 years if an 
equity investment or a licensing arrangement. 

5. Must promote trade or economic development. 

Investments may be: 


1. Money, materials, or equipment. 
2. Patents, processes, or techniques. 
3. Services—when with above. 


Convertibility insurance 
Expropriation insurance 


20-year coverage available. 


4. Loans, stock ownership or royalty agreements are eligible. 
Cost: 


teach one-half percent per year. 
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APpPENDIx C-3 


INVESTMENT GUARANTIES BRANCH, FOREIGN OPERATIONS ADMINISTRATION, 
Wasuineton, D. C. 


Convertibility and expropriation insurance are available in the following 
countries: 


Austria rreece Philippines 

Belgium Haiti Portugal 

China (Formosa) Israel Spain 

Denmark Italy Thailand 

France Japan Turkey ! 

Germany (Federal Re- Netherlands United Kingdom ! 
public) Norway Yugoslavia 


! Convertibility insurance only. 
Additions: 


OVERSEAS DEPENDENCIES OF COUNTRIES PARTICIPATING IN THE INVESTMENT 
INSURANCE PROGRAM 


Belgium: Portugal—Continued 
Belgian Congo Timor 
Ruanda-Urundi Macao 

Denmark: Greenland Portuguese East India 

France: United Kingdom: 

Tunisia Gibraltar 

Algeria Malta 

Morocco Cyprus 

Somaliland British West Africa: 

French West Africa Nigeria 

Togoland Gold Coast and territories 


French Equatorial Africa Gambia, Togoland, British 
The Cameroons Cameroons 
Madagascar and Comoro Sierra Leone 


Saint Pierre and Miquelon 

New Caledonia and dependencies 
French Oceania 

French East Indian possessions 
Reunion Island 


British East Africa: 
Kenya 
Uganda 
Tanganyika, Nyasaland 
Zanzibar and Pemba 


Somaliland 
St. Helena 
Mauritius and dependencies 
Seychelles 


Guadeloupe 

Martinique 

French Guiana 
Italy: Somaliland 


Netherlands: Aden (colony and protectorate) 
Surinam Singapore 
Curagao, Aruba Hong Kong 
Portugal: Fiji Islands 
Angola (Portuguese West Africa) Other British islands of Pacific 
Mozambique (Portuguese East Bahamas 
Africa) Windward Islands (including 
Cape Verde Island and Portuguese Dominica) 
Guinea Falkland Islands and dependencies 


Sao Tome and Principe 


Policies and regulations in overseas dependencies often vary greatly from those 
of the mother country. If insurance is desired for an investment in an overseas 
dependency of a participating country, we will be glad to explore the matter with 
the appropriate colonial or territorial offices. 

Mr. Curtis. There is one other question. I imagine in your ad- 
ministration you have made some studies of what trade barriers these 
various 40 countries—as I understand is the number we are dealing 
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with—have set up. Have you that in chart form, or what studies 
have you made of that? That will be the first question. 

Mr. Strassen. We follow their liberalization of trade. It does not 
fit charts very well, but we are going to furnish a memorandum, under 
Mr. Mason’s request, to the committee as to what has happened. 

Mr. Curtis. That is on the liberalization point, but I am interested 
in the broader aspect of what restrictions they do now have. 

Mr. Strassen. The remaining restrictions, you mean? 

Mr. Curtis. Let us put the question this way. You have 40 
countries, roughly, and they have certain techniques they use which 
are trade barriers. Perhaps what those techniques are could be 
classified as licenses, currency exchange, quotas, subsidies, taxes, and 
so on. I wonder if you have such data, a list of what trade restric- 
tions these 40 various countries have set up. Do you have that 
available so that you might supply it? 

Mr. Strassen. We can furnish that. We cannot be certain that we 
have it-all, but we will know a lot-more about it when we get through 
with this review which is now going on in Paris, country by country, 
of what their dollar restrictions are and why they cannot relax them 
here and there, and so forth. So we can furnish you considerable 
information on this, and we will know more about it by June 30. 

Mr. Curtis. I wish you would supply what you do have. 

(The information referred to follows:) 


The following are brief summaries of current status of trade restrictions of 
32 countries. The information requested is contained in more complete form in 
the Fifth Annual Report on Exchange Restrictions, 1954, of the International 
Monetary Fund, 367 pages. This document gives greater coverage of countries 
and more detail. 


CuRRENT Do.LuAR TRADE RESTRICTIONS IN SELECTED COUNTRIES 
I. OFEC COUNTRIES 


Austria.—With the exception of passenger automobiles, imports are subject to 
individual licenses. The issuance of such licenses is governed by requirements 
and exchange available. With the improvement of the dollar position, import 
licenses are being granted more freely. 

Belgium-Luxembourg.— Most imports do not require import licenses, but import 
declarations must be filled out before exchange is made available. For a number 
of imports payable in dollars, approval of a central exchange authority is required. 
A large number of agricultural items are subject to import license, regardless of 
the country of origin. In addition, there are import restrictions designed to 
protect domestic industries on a small number of nonagricultural items, including 
assembled automobiles, borax, coking coal, nylon stockings and precious stones. 
The Belgium turnover tax on imports, ranging from 1 to 11 percent, is levied on 
all imports regardless of origin, and is designed to compensate for taxes levied 
on domestic producers. Luxembourg has a flat 2 percent sales tax on all imports. 
On January 1, 1955, 86 percent of Belgium dollar imports were free from quantity 
restrictions compared with 57 percent on January 1, 1953. (Both percentages 
are estimated on 1953 dollar imports.) 

Similar percentages as available will be given for other countries in the following, 
also based on 1953 dollar imports. These percentages measure dollar trade 
liberation exclusive of state trading, which while declining, is still important in 
some countries. Furthermore, many items not imported or imported in negligible 
quantities in 1953 were imported in 1954, so that it is possible for a country to 
show a high percentage of dollar liberalization on January 1, 1955, while restricting 
imports of these new items, although such restrictions, token imports, and so forth. 
may show progress. 

Denmark has had exchange control, including dollars, since November 18, 1931, 
which has operated by means of import licensing. It has just removed licensing 
requirements on 38 percent of its dollar trade. 
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France.—Ali dollar imports are controlled by import licenses, necessitated by 
balance-of-payments reasons, but which protect domestic industries. A ‘‘tempo- 
rary special compensatory tax’”’ on certain imports from all countries ranges from 
7 to 15 percent. This restrictive tax is under consideration in the GATT. 

German F.R.—Import licenses are required for all imports from all countries. 
However, licenses for dollar imports are automatic for 3,800 items in a total 
customs classification of 6,000. Import licenses on the remaining items are 
granted on a case by case basis. Food and agricultural items bear the brunt of 
such import restrictions. Germany has eased up to some extent, its restrictions 
on imports of United States coal, providing payment is made in currencies of 
certain other countries. On January 1, 1955, 70 percent of German dollar imports 
were free from quantitative controls. On January 1, 1953, no dollar imports 
were free from quantitative restrictions. 

Greece—Over 90 percent of dollar imports are free from quantity control. 
Certain machinery and luxury products are still subject to import controls. An 
excise tax is levied on imports, supposedly as compensation for a tax on domestic 
goods. Also a so-called “‘luxury”’ tax is imposed on selected imports. 

Italy —About 76 percent of imports from the United States are controlled by 
an import licensing system, for which balance-of-pay ments justification is claimed. 
The 24 percent of imports from the United States not under quantitative control 
include coal, petroleum and ferrous scrap. Although this percentage is still low, 
it shows considerable progress during the past 2 years. On January 1, 1953, all 
dollar imports were under quantitative control. In addition to a sales or trans- 
action tax on imports, a compensatory import tax has recently been imposed, 
ranging from 1 to 4 percent of the value of imports. 

The Netherlands.—Exchange control with variations has been in operation since 
May 10, 1940. This is implemented by a system of import licenses which are 
applicable to all imports from all areas, but many transactions are covered by 
general license. In practice, import licenses are issued automatically for most 
items, including those from the dollar area. Imports of some agricultural and a 
few manufactured items are more rigidly controlled by these licenses. On January 
1, 1955, 86 percent of dollar imports were free from quantity restrictions, com- 
pared with no freedom 2 years earlier. In addition to the Benelux import duties, 
a turnover tax is levied on nearly all imported items. This is claimed to compen- 
sate for turnover taxes on domestically produced goods, but is sometimes as much 
as 7 percent higher than the turnover tax on domestic items. 

Norway.—Exchange control has been in effect since May 18, 1940, and subse- 
quently revised. Import licenses are required for all dollar imports, primarily 
for balance-of-payments reasons. Imports which must be paid for in United 
States dollars or other hard currencies are limited to goods considered essential 
to the Norwegian economy. 

Sweden.—From October 1, 1954, to January 1, 1955, dollar import restrictions 
were removed from a wide range of commodities, amounting to 40 percent of 
dollar imports in 1953. Remaining restrictions on dollar goods are for balance 
of payments reasons, but further dollar liberalization is indicated. 

witzerland.—A number of items are admitted into Switzerland on the basis 
of import licenses only, but in accordance with Switzerland’s present import 
policy, licenses are generally granted without quantitative limitation to 98 per- 
cent of its dollar imports. However, quotas are established for certain agricul- 
tural items and for heavy motor vehicles and agricultural tractors. 

Turkey —Exchange control limits dollar imports to certain specified items. 
Turkey, in addition, taxes certain imports, the proceeds from which are used for 
subsidizing agricultural exports. 

United Kingdom.—A strict control over imports has been maintained but has 
been somewhat relaxed recently. Import licensing in relation to exchange control 
and domestic requirements is still in effect on about 50 percent of dollar imports. 


Il. CANADA 


Canada, on the whole, controls imports by its tariff system. The Export and 
Import Permits Act gives its Government power to control imports of commodities 
for which there is a domestic price-support program. Under this authority butter 
is subject to import license. The Wheat Board licenses imports of wheat, oats, 
barley and their products. The Dairy Products Act prohibits imports of oleo- 
margarine. The Canadian Provinces have a monopoly in the case of alcoholic 
beverages which leads to prohibitive tariffs on beer. 
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III. SELECTED STERLING AREA COUNTRIES OTHER THAN THE UNITED KINGDOM 


Membership in the sterling area determines the broad outlines of the trade and 
payments systems in these countries. These countries use the United Kingdom’s 
pound sterling for the most part to effectuate international transactions, bank in 
the United Kingdom with respect to such transactions, and relate their exchange 
rate to that of the pound. Members hold their foreign exchange balances, or 
reserves, almost wholly in the form of sterling, and are willing to accept sterling 
in unlimited amounts without requiring conversion into gold or dollars. Foreign 
exchange resources are automatically pooled in London, and any member may 
draw on the pool by debiting its London sterling account. Because of foreign 
exchange shortages, it was necessary for the United Kingdom at the outset of 
World War II to institute means of limiting drawings from the dollar pool. 
Since that time the United Kingdom required that sterling area members operate 
a system of exchange control roughly similar to that employed by the United 
Kingdom. The system of licensing means of payment abroad for all purposes is 
supplemented by quantitative restrictions and licensing of imports of goods. 

Although trade and payments within the sterling area are not wholly free of 
controls, such restrictions are generally less rigorous than those applied to non- 
sterling area countries. A special bilateral agreement regulates trade and pay- 
ments between India and Pakistan. 

The United Kingdom instituted trade and payments restrictions for balance-of- 
payments reasons rather than to protect domestic industries or promote economic 
development. At the time controls were instituted, Burma, Ceylon, India, and 
Pakistan, along with Malaya, were British dependencies, and controls were conse- 
quently the same in type and purpose as those in the United Kingdom. In the 
case of New Zealand, exchange controls and quantitative restrictions on trade 
were introduced in 1938, that is, prior to World War II, for the purpose of protect- 
ing and developing the local economy as well as for balance-of-payments reasons. 
To some extent other southeast Asian sterling area members currently employ 
import and exchange controls along with tariffs for protectionist purposes. The 
rules of the GATT to which all the following countries belong, limit the use of 
controls for this purpose. The rules of the International Monetary Fund also 
limit use of such controls. 

Conservation of foreign currencies has remained, however, the basic reason for 
exchange and import licensing, consequently, as members’ balances of payments 
have improved, these controls have been relaxed. 

Australia.—Maintains import restrictions since 1939, and since March 1952, 
these controls cover all countries, including the sterling area and the United 
States. Import licenses must be issued for all imports, with minor exceptions. 
Import licenses for dollar imports are confined to items regarded as essential, 
especially raw materials, industrial supplies and capital equipment. Bounties 
are paid by the Australian Government on such products as tractors and sulfur, 
in order to make domestic production more competitive with imports. 

New Zealand.—Virtually all imports from “scheduled”’ countries and most 
imports of motor vehicles require import license. Scheduled countries are coun- 
tries mostly outside of the sterling area and hence include the dollar countries 
of the United States and Canada. Exchange is made available in full for licenses 
issued. The list of dollar commodities requiring import licensing has recently 
been increased. The allocation of exchange to pay for imports is subject to a 
system of exchange rationing by means of which the trading banks may not, 
without the approval of the Reserve bank, sell to any importer during 1954 
more than 75 percent of the amount of exchange sold in 1950 to that same im- 
porter, with some exceptions such as motor vehicles. This is considerable prog- 
ress, since only 40 percent was allowed in 1953. In certain instances exchange 
is allowed over and above the basic ration. 

India.—India has imposed import restrictions in the form of quotas and licensing 
requirements for balance-of-payments reasons. There is, however, a protectionist 
tendency in the application of these restrictions in that imports which might 
compete with a developing Indian industry are prohibited or curtailed through 
restrictive devices. Such devices have been somewhat eased recently. 

Pakistan.—All imports are subject to license, except goods imported by the 
Central Government for defense purposes and any goods for which orders are 
placed directly by the departments of the Central Government, goods imported 
over the land routes from Iran and Afghanistan and certain other items as specified. 

In general, Pakistan has a strong import quota system and although the restric- 
tions on imports are primarily to conserve foreign exchange, they can, of course, 
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protect certain industries. Pakistan’s foreign exchange reserves appear at a 
critical level. Recently there has been some easing of the restrictions. 

Burma.—aAll imports are subject to regulations but the prohibition of non- 
essentials and luxury items is largely nominal except for dollar goods. Burma 
does not appear to have any trade restrictions other than tariffs to protect its 
own minor industries. 

Ceylon.—Imports are subject to regulation with the exception of a few items as 
for example, firearms for the use of the Armed Forces. Items which may be 
imported from the dollar area are under a special licensing list. Certain items 
may be imported only if purchases of similar items when produced in Ceylon are 
made in a specific ratio to the quantities imported. This protective practice was 
authorized under a special provision of the GATT relating to underdeveloped 
countries. 

Union of South Africa.—A system of import quotas on balance-of-payment 
grounds have been in effect since 1948. Since January 1, 1954, the import 
controls have been nondiscriminatory insofar as the country of origin is con- 
cerned. With improved balance-of-payments position selective relaxation is 
taking place. 

1V. SOUTH AMERICA—SELECTED COUNTRIES 


Argentina.—All imports including those of the Government require exchange 
licenses granted according to the origin and category of the imports, usually on 
the basis of overall quotas. Individual import quotas are established for certain 
essential goods. In addition, there are two special types of licenses: 

1. Those which carry no right to official exchange. These are issued to appli- 
cants with private funds abroad and can also be issued to cover imports for 
investment according to the Argentine law which regulates the admittance of new 
foreign capital. 

2. Licenses for imports contracted for on a deferred payment basis. These are 
issued where imports have been arranged for extended credit terms from the 
suppliers abroad. 

Chile.—All imports are subject to license. The importation of certain luxury 
goods and on some types of domestically produced goods, is prohibited. Chile 
has balance-of-payments problems but exchange for licensed items is granted 
automatically. For permitted imports of luxury goods, import licenses are granted 
up to the limit of the exchange receipts from exports of wine and newly mined 
domestic gold. Exchange quotas are fixed on the basis of the availability of the 
various types of exchange and particularly on the basis of trade and payment 
agreements. 

Cuba.—Cuba on the whole relies on its negotiated tariffs to control imports. 
Import licenses are required only on imports of specified types of beans, potatoes, 
canned milk, wheat, rice, tires, and tubes. 

Dominican Republic.—Import licenses are issued for wheat, wheat flour, rice, 
and radio transmission apparatus. Otherwise, imports are mostly either free or 
controlled by the tariff system. 

Nicaragua.—All imports are subject to licenses but only to assure that 1 of 
3 applicable exchange rates is used and the relevant surcharge has been paid 
in advance. The exchange rate after surcharge depends on whether the import 
is classified as essential, semiessential and nonessential. 

Paraguay.—Exchange controls are operated to administer differential exchange 
rates. 

Uruguay.—Imports, with only minor exceptions, require licenses dependent 
upon exchange available. Payments for all imports with a few exceptions, are 
subject to a 6-percent exchange tax. Imports cannot be made with exchange 
obtained in the free market. 

Venezuela.—No controls. 

V. OTHER COUNTRIES 


Finland.—All imports are subject to licensing. Imports of dollar commodities 
are permitted only for those items urgently needed by domestic industry since 
dollar exchange is very scarce. Effective January 1, 1954, for a limited range of 
goods, the allocation of exchange is subject to the payment of an import fee of 
20 percent of the value of imports whether of dollars or of other currencies. 

Indonesia.—Import restrictions are applied on a nondiseriminatory basis for 
balance-of-payments reasons. In general, import licenses must be obtained before 
goods are imported. Various effective exchange rates are applicable to the pay- 
ment for imports depending upon the degree of essentiality. There are five 
multiple effective rates of exchange. 
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Mr. Curtis. I might ask you to comment on this: The people who 
frequently first learn about a technique adopted by a foreign country 
which would interfere with a particular trade on the part of Anietican 
producers, come from the American producer himself. I imagine 
that is where you get a lot of your information, is it not? 

Mr. Srassen. Frequently an American businessman will write to 
us or write somewhere else in the Administration and it will be referred 
to us. In that communication he will say, “I can beat the price on 
such-and-such item over in such-and-such country, and they won’t 
let me ship it in.”” He will say, ““They are barring me, and why are 
they doing it?”’ Then we try to find out. 

Mr. Curtis. And you are so set up in your Administration to 
process that kind of a complaint? Then, in turn, I imagine you pass 
a lot of that information on to the other departments, like the De- 
partment of Commerce and the State Department, before they start 
negotiating on some of these trade treaties. 

Mr. Strassen. Yes. There is a constant interchange of informa- 
tion. There are understandings on the division of responsibility. 
Then we have a staff member who sits on these trade-negotiating com- 
mittees. We keep abreast with their information, and we are sure 
they know what we know about it. 

Mr. Curtis. Now, Governor, this is another collateral question. 
Your administration procures physical equipment, or some physical 
equipment, for delivery abroad in carrying out some of these programs 
you administer. In doing that, you frequently will let contracts to 
American producers. Some of it will be offshore procurement. I am 
just wondering what experience your administration has had, in 
following out this process, with trade barriers, with the very country 
you may be trying to give assistance to. You have had some experi- 
ence, I imagine, with some trade barriers there; have you not? 

Mr. Strassen. Yes; but it does not come in in that connection, 
because if we take bids worldwide for something we are going to pay 
dollars for, they will all lift all of their restrictions so that they can 
earn dollars. 

Mr. Curtis. The next question, Governor, I was going to ask you 
was whether or not, in regard to the procurement that your adminis- 
tration might do, the country with which you are dealing would make 
an exception to whatever trade restrictions they might have. 

Mr. Strassen. Yes. They are all eager to earn dollars, and usually 
whatever export restrictions they have internally they will waive so 
that they can earn some dollars. 

Mr. Curtis. We have had this experience recently, and I do not 
know whether it has been corrected, but I imagine it has, with France, 
where they actually were imposing a tax, as I recall, on some of this 
equipment which we were bringing in. Incidentally, has that been 
corrected? 

Mr. Strassen. Yes. 

Mr. Curtis. That tax is no longer imposed? 

Mr. Strassen. That is right. 

Mr. Curtis. That is the type of thing to which I was referring. 

Mr. Strassen. Yes. 

Mr. Curtis. And you occasionally have had to deal with those 
problems, have you? 

Mr. Strassen. Yes, constantly. 
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The CuarrMan. Are there any other questions? Mr. McCarthy, 
of Minnesota, will inquire. 

Mr. McCarruy. Mr. Stassen, the Secretary of Agriculture, in his 
testimony, expressed a fear that the provisions of section 22 with 
regard to quotas on agricultural commodities might be endangered 
by the language in this law. Did you have occasion to discuss that 
with other members of the administration? 

Mr. Strassen. Yes, we have participated in the whole review of the 
Randall recommendations in the development of this bill, and in my 
judgment H. R. 1 in its present form gives ample protection, from the 
agricultural standpoint, in section 22, and can stand as it is now before 
the committee. 

Mr. McCarruy. Apparently Mr. Benson was the only man who 
experienced these fears or reservations. 

Mr. Strassen. I think he agrees that H. R. 1 is in correct form. 

Mr. McCarruy. In his testimony he stated that he would have his 
counsel prepare language which he thought might give the full pro- 
tection of section 22, and in his opening statement he did make special 
reference to section, 22. 

Mr. Strassen. I think perhaps if their counsel reviews it further, 
they will be satisfied that it is in good form at present. There have 
been, I think, many drafts of this through the preliminary stages, and 
I believe as it finally came out in H. R. 1 it is comprehensive and 
satisfactory. 

Mr. McCarrny. So far as you know, everyone else in the ad- 
ministration is satisfied with the language? 

Mr. Strassen. I think the entire administration is, yes, sir. 

Mr. McCarruy. My second question has to do with your earlier 
statement concerning the constitutional powers of the President over 
trade and economic policy in general. 

Mr. Strassen. I only spoke in regard to defense. We got into a 
somewhat collateral point, you see, on the Swiss watch thing, on the 
President’s power in defense. 

Mr. McCarruy. On that point, then, I assume that the use of 
those powers must have been considered in connection with the 
increase of the tariff on Swiss watches. The actual proclamation 
states that the decision was based upon the provisions of the Trade 
Agreements Act of 1951, rather than constitutional powers of the 
President. 

The President’s proclamation states that his authority was drawn 
from the Trade Agreements Extension Act of 1951. I am not con- 
cerned with pushing that point, but I wondered whether it is the posi- 
tion of the administration that it does have authority under the 
Constitution to make decisions of this kind. 

Let us assume that a foreign country came to us and said, ‘Unless 
you make this trade concession to me on this particular project, we 
will join the Soviet bloc.”’ Assume it is a nonstrategic material. 
Is it your opinion that in the interest of national defense, regardless 
of the effect of that decision on American industry, that the President 
could say, ‘“We will make the concession’’? 

Mr. Strassen. No, I do not believe the President has any such 
authority. 

Mr. McCartuy. Under the Constitution or otherwise? 

Mr. Strassen. That is right. 
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Mr. McCarruy. Thank you. 

The CuarrMan. Are there any further questions? If not, we thank 
you for your appearance and the very helpful and valuable infor- 
mation given the committee. 

Mr. Strassen. I appreciate your courtesy and that of the members 
of the committee. It has been stimulating to be before you. 

The CuartrMAn. Thank you, Governor. We are hoping to hear at 
least one more witness before we recess for noon. The next witness 
on the calendar is Mr. James S. Schramm. Is Mr. Schramm present? 

Mr. Schramm is vice president of the Committee for a National 
Trade Policy. 

Will you please follow the usual custom of giving your name and 
your address and the capacity in which you appear. 


STATEMENT OF JAMES S. SCHRAMM, EXECUTIVE VICE CHAIR- 
MAN, COMMITTEE FOR A NATIONAL TRADE POLICY, INC. 


Mr. Schramm. Mr. Chairman, I am James 8S. Schramm, of Burling- 
ton, Iowa. I am executive vice chairman of the Committee for a 
National Trade Policy. My purpose in appearing before you today 
is to speak in support of H. R. 1, and its twin, H. R. 536, bills which 
would extend the authority of our President to enter into trade agree- 
ments with other countries and to equip him with the power he must 
have to make these agreements an effective instrument of free-world 
cooperation. 

May I interpolate 1 or 2 words not in my text, which I shall read, 
copies of which are before you. I think that I should tell you a bit 
more about myself in order that you may understand why I am here 
today, speaking for the Committee for a National Trade Policy. 

tt may surprise you to know that as recently as 1952, I was Repub- 
lican State Chairman of Iowa, and a member of the Republican 
National Committee. I directed the campaign in Iowa which not 
only contributed substantially to the election of our great and popular 
President Eisenhower, but also reelected a distinguished former mem- 
ber of this respected congressional committee, Tom Martin, my own 
Congressman, and I worked hard for his election to the Senate last 
November, successfully, I might add. 

i dare to mention my political background for two reasons: First, 
to disprove the assumption that leaders in my part of the Midwest 
are invariably high-tariff isolationists; and secondly, to assure you 
that I understand the political and other pressures to which each of 
you is subjected. I simply suggest that after you weigh all factors, 
you will conclude that, regardless of what district in the United 
States you may represent, the vast majority of your constituents 
actually want and need less barriers to world trade, and not more. 

I am also a small-business man, retail merchant in Iowa, active in 
management of our own store, founded 110 years ago by my grand- 
father. I am nota paid professional economist or expert in technicali- 
ties of this subject. I receive no pay for what I do for this committee. 

The Committee for a National Trade Policy was formed in Sep- 
tember 1953 by a group of American businessmen for the purpose of 
focusing public attention on the vital need for reducing barriers to 
world trade. The traditional economic philosophy of America is 
free enterprise. The majority of American businessmen operate on 
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this philosophy and the record proves it has been best for our economy. 
The Committee for a National Trade Policy, politically bipartisan, 
is dedicated to free enterprise in foreign trade. We represent a cross- 
section of the American economy—small-business men, large corpora- 
tions, the many businesses in America, which claim the right to buy 
and sell in an open market, Although this is a business committee, 
we have sought to take account of other veiwpoints and, by so doing, 
represent in our views the broadest national interest. For this reason, 
we have associated with us on a board of advisers, representatives 
of agriculture, labor, and citizens associations. A list of our advisers, 
representatives and citizens is on file with the committee. 

We are frank, however, in admitting our own private interests in 
the trade program represented by H. R.1. The Congress has always 
sought to interpret fairly the predominant will of the electorate. The 
Committee for a National Trade Policy wishes, therefore, to draw 
attention to the legitimate interest of the larger part of the business 
community as against those who seek to extend controls and to limit 
the free choice of the consumer in the market. There are many well 
established, influential business organizations whose position on 
foreign trade is similar to ours, but they have a wide diversity of 
interests and objectives. We are unique in having a single objective. 
We believe in the gradual and reciprocal elimination of barriers to 
world trade and are devoting our energies toward that end. 

Many of us sell in foreign markets; many of us also compete with 
foreign products in the American market. But although our member- 
ship has a great diversity of interests, we have approached the question 
of America’s trade policy with one common conviction. What we 
want is a trade policy which promotes our “‘national interests,’”’ adds 
to our total strength as a nation and to our total security. Because 
our members share this common objective, we unanimously support 
H. R. 1. Many of us would have wished for a bolder bill. Some of 
us might have liked to see certain restrictive provisions removed. 
But all of us agree that the bill, modest though it may be, will move 
American policy in the right direction. Our immediate concern must 
be to move in the direction which best advances our national strength 
and our national security. 

First, we need to corsider the relation of this bill to our national 
security. I do not have to labor this point to this committee. The 
Government witnesses who appeared here in the course of the past 
few days have dealt with this question at sufficient length. In its 
barest terms, the military ties and political ties on which we are rely- 
ing to defend this Nation will be close to meaningless unless they are 
backed up by economic substance. Our bases in Japan and France, 
our defense in the Middle East and in Africa, could be less than use- 
less to us unless the people who live in those areas are convinced 
that they have a stake in preserving our kind of world. If we should 
give them reason to believe that we are drawing away from the rest 
of this shrinking globe—that we propose to let them stew in juices 
mixed of poverty and danger—we ourselves would be in peril. Our 
defensive boundaries would be rolled back from Pakistan to Seattle, 
and from the Oder to Sandy Hook. 

In foreign countries the reciprocal trade agreements program has 
come to be a weather vane of American economic intentions. The 
repeated exhaustive studies of the program conducted by this admin- 
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istration and prior administrations has heightened its significance in 
foreign eyes. If Congress fails to renew the reciprocal trade program 
on the terms which these studies have suggested and which the 
President has endorsed, it would be putting the world on notice that 
we are relinquishing the initiative in world economic affairs. 

As practical men, my committee would look on any withdrawal from 
world trade in the year 1955 as foolish and profligate. For nearly 
10 years—ever since the end of World War II—the United States 
gave freely of its resources to sustain the war-damaged and poverty- 
stricken areas of the free world. There has been a large element of 
altruism in what we have been doing, but our own long-range self- 
interest—our own defense and well-being—have lain at the bottom 
of this effort. We have known from the first that in Europe and 
Japan, a weakened economy would be ripe for internal subversion or 
for paralyzing neutralism. In the underdeveloped areas of the world 
the balance has been even more precarious; it has been touch and go 
in many of these countries whether they would see more promise in 
the economic system and personal values of the free world or in those 
of the Soviet bloc. 

The Kremlin has always been aware of the free world’s precarious 
position. In the years immediately after the war, it exploited our 
weakness in some countries through efforts at internal subversion. 
Of late, however, it has begun to learn to use the weapons of trade. 
Wherever we have left an opening—whether by restricting our imports 
of Italian almonds or by reducing our purchases of Danish blue 
cheese—the Soviet bloc has tried to exploit the situation by offering 
our friends alternative markets for the products that we excluded. 

These Soviet tactics might have had more results if our efforts to 
revive the weakened economies of our allies had not succeeded. 
Today, for the first time in many years, we see signs that the economic 
balance has swung in our favor. Western Europe’s economy, which 
for so long seemed on the edge of ruin, is now beginning to thrive. 
Many of the underdeveloped countries, which for years could see no 
progress in their initial programs of economic development, are now 
beginning to see results. There are still soft spots—Japan is one, 
Indochina and Indonesia are others. But we are beginning to pull 
back from disaster. Our years of investment are beginning to pay 
their first dividends. These nations are beginning to see in our kind 
of world economic system the possibility of a decent and promising 
future. They are beginning to acquire a stake in the defense of that 
system. This is scarcely the time to begin to draw back and to 
liquidate the venture. 

But the case for a sensible foreign trade policy does not rest simply 
upon its impact on our friends and allies. We ourselves stand to gain 
in economic terms if we choose the right policy. Conversely, we 
stand to suffer a heavy economic loss if we err. What, then, does 
our foreign trade mean in real terms? In dollar terms, it amounted 
to $37 billion in 1953; $16 billion of imports and $21 billion of 
exports. Our exports alone were worth more than all the nonfarm 
residential housing built in that year. They approached the sum 
invested by all American business in capital equipment and came to 
two-thirds the amount spent by consumers on durable goods. They 
embraced the product of 40 million acres of our farmland. Imports 
and exports, taken together, sustained 4% million American jobs. 
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We have fallen into the habit, over many decades, of thinking of 
ourselves as largely impervious to the ups and downs of world trade. 
We look upon the 5 or 6 percent of our total production which goes 
into export trade and are tempted to consider how small it bulks in 
relation to the total. We forget the critical materials which come 
from abroad and begin to think of ourselves as nearly self-sufficient. 
We study the complaints of the spring-clothespin industry, the wood- 
screw manufacturers, the garlic and fig growers, the glace cherry 
producers, and the pipemakers, and we begin to wonder if foreign 
trade is not just an economic nuisance. 

You are familiar, 1 am sure, with the so-called lowa Study made by 
our committee last year in the First Congressional District of lowa. 
I have that here, and I believe that all of you gentlemen have copies 
of it. It is a thorough, objective study to determine just what stake 
the people have in expanded world trade. The result proved conclu- 
sively that the people in this typical midwestern agricultural and 
industrial area have a substantial stake in export trade and would 
benefit by increased foreign trade. I can vouch for the veracity 
of the Iowa Study, because it was made in my own district and 
I know the facts first hand. Similar surveys have been conducted 
in many parts of our country under various auspices and each shows 
the same results. 

If this committee wants the views of the American business com- 
munity on our foreign trade policy, it cannot rely solely on the in- 
dustries seeking protection to provide these views. They lead from 
fright, which is not conducive to good decisions, in bridge or in busi 
ness. Let me make myself perfectly clear. We think the proposed 
bill is so moderate that it should hurt no one. If any are hurt prov- 
ably, they should have assistance while adjusting to changed condi- 
tions. My committee feels that we speak for the vast majority of 
American business and industry. We point out the fact that H. R. 1 
is consistent with free enterprise and free competition. The vast 
majority of American industry is prepared to live by the credo it 
preaches. We look on high and increasing tariffs as we look on the 
intensification of any other governmental restriction. 

We would be foolish to sacrifice our export industries—our enter- 
prising, growing, and competitive industries—to the insistent demands 
of the protected and sheltered minority in our economy. Our export 
interests are crucial to our economy, to the overwhelming majority 
of industry and agriculture, to the consumer, to the taxpayer. ‘Those 
who will be coming before this committee to oppose this legislation 
will complain that freer trade is an economic cost to them. The 
fact is, trade barriers are an economic cost to a far greater segment of 
the economy. 

We must not be led into the easy error of considering outselves self- 
sufficient in raw materials. Our reliance on foreign materials is 
gr wing; and it will undoubtedly continue to grow. The President’s 

aterials Policy Commission marked the change 3 years ago. They 
said: 

The inevitable has now come to pass * * * we seem now to have settled solidly 
into the position of consuming more materials than we produce. 

We cannot reverse the process except at enormous cost—either by 
shrinking our huge industrial machine which is now gobbling up 
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millions of tons of the world’s raw materials annually, or by exhausting 
our limited high-cost resources at an even faster rate than we are 
now doing. We can only be sure of continued access to foreign raw 
materials if we foster the kind of open trading system which the 
reciprocal trade program is aimed to achieve. 

But this country’s needs from abroad are not confined to raw mate- 
rials. Fortunately for us, we are an exceedingly skilled and resource- 
ful people; we are progressive, productive, and imaginative. The 
rest of the world stands in profound respect of our capacity to turn 
out large quantities of goods at low cost. But there are someproducts 
in which foreign costs are lower than ours; there are others in which 
foreign ingenuity has outdistanced our own. We cannot afford to 
deny ourselves the fruits of foreign diligence or foreign ingenuity; 
we cannot afford to turn away the strength which comes of acquiring 
the best and cheapest goods produced in the free world, whether at 
home or abroad. We dare not cherish the illusion that we do not 
need world markets. 

You are familiar with the impressive list of American industries 
which rely on foreign markets to absorb a large share of their produc- 
tion. Our farmers sell a quarter of their wheat, cotton, tobacco, 
dried fruits, and dried vegetables abroad. Our ‘industry sells 10 
percent or more of its trucks, locomotives, machine tools, tractors, 
and penicillin abroad. This reliance on foreign markets is growing 
and is bound to grow further. ‘The United States is keyed to constant 
growth. Each year the average factory hand in the United States 
turns out 3 or 5 percent more, on the average, than he did the year 
before. Where are we to find the markets for this increased 
production? 

Fortunately for us, overseas markets are developing for American 
products as fast as our production is expanding. This is no accident. 
Part of this trend is due to the fact that we in the United States have 
begun to realize that poor neighbors are poor customers. We have 
been doing our share to help our friends in Latin America, Asia, and 
Africa lift themselves nearer to our level in living standards. Part 
of the trend is due also to the slow, steady, unspectacular progress 
made under the reciprocal trade agreements program. The term 
“reciprocal’’ makes this relationship clear. Under the reciprocal trade 
program as it has operated to date, we have received concessions from 
other countries in the form of reduced tariffs and other barriers to our 
goods in return for the concessions we have given. Well over 50,000 
items in the tariff laws of more than 40 countries have been reduced, 
or prevented from increasing under this reciprocal trade program. 

Today, we are beginning to profit from these efforts. Indeed, last 
spring and summer, as our own domestic economy worked its way 
through inventory adjustments, we businessmen were grateful for 
the sustained buying abroad. We want to remain a part of the world 
economy which generated that buying. 

By failing to enact this legislation we will end our participation in 
the movement to reduce world trade barriers. This, however, is not 
the only risk. We may unconsciously be led to follow an equally 
dangerous course of action. “If you can’t fight ’em,’’ said the old 
political adage, ‘‘jine ’em.”’ This, I fear, is what many groups which 
at heart are opposed to the trade agreements program may try to do 
this year. The Congress may well be faced with a succession of 
proposals to pass a reciprocal trade agreements bill—one which 
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endorses the reciprocal trade agreements program in general but 
curtails its operation in particular. That process is one with which 
you are all familiar. A small change in the escape clause, a slight 
alteration of the peril-point provision, some additional provisions ‘for 
certain agricultural products or petroleum or fish sticks or cherries, 
could hamstring the President and tip the delicate balance of this bill 
in favor of more protection. There is already enough cynicism abroad 
regarding the real direction of our trade policy. We cannot afford to 
feed the cynicism with indications that it may be justified 

This is the case forH.R.1. It stands on two legs—one representing 
our national defense, the other our national economic strength. It 
must be passed in its present form if the national interest is to be 
served. 

The CuatrMan. Does that complete your statement, Mr. Schramm? 

Mr. Scuramo. It does. 

Mr. Reep. | would like to ask a question. 

The CHatrMen. Mr. Reed, of New York, will inquire. 

Mr. Reep. I wish to ask a few questions for information only. | 
would like to know if you have available the business organizations 
which belong to your organization. 

Mr. ScHramm. Yes, we have. 

Mr. Reep. And what the activities of each is. 

Mr. Scuramo. Only if it is evident from the name of the firm. We 
have never asked for this information. 

Mr. Reep. Will you state what proportion of these members of 
your organization are engaged in foreign trade? 

Mr. Scuramo. Yes, I can try to do that. Naturally I know that 
many of our members are engaged in foreign trade, to what extent 
we have no way of knowing. Many are not. 

The CuarrMan. Without objection, that will be received for the 
record. 

(The information referred to follows:) 

To the Ways and Means Committee: 


SUPPLEMENTARY STATEMENT FOR THE RECORD 


The Committee for a National Trade Policy is the spokesman for almost 1,000 
individual and business one rters, actively working to advance a more liberal 
trade policy for the United States. 

Just as the committee’s board of advisers is broadly representative of this 
country’s civic, military, commercial, labor, and farm organizations, so too do 
its directors and supporters represent a realistic cross-section of the national 
interest. 

Its personal supporters include leaders in every area of community, educational 
and professicnal interest. 

Its business suppcrters are drawn from such a bread sweep of this country’s 
retailing, whclesaling and mapufacturing business that it can be truly said that 
they represent, with a few omissions, American business. In even the broadest 
of industry breakdowns—without consideration of specialized fields within a 
classification which might themselves be termed industries—business suppcrters 
of the committee cover more than 100 different American industries, whose 
trade interests are as varied as the products they make and sell, and the markets 
they enter. 

Even a casual glance at the partial list of industries represented by business 
supporters of the committee gives clear evidence that the weight of American 
business opinion is decidedly in favor cf a more liberal trade policy. 

Apart from those industries whose foreign-trade business is obvious from their 
products it is not possible for us to determine without a detailed questionnaiie, 
just which of them are aftected in their business by exports or imports. 


JaMEs S. ScHRAMM. 
5760 
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A PartiraL InpustrY CLASSIFICATION OF COMMITTEE SUPPORTERS 


Advertising 
Agricultural equipment 
Air-conditioning 
Aircraft manufacturing 
Airlines 

Architecture 

Attorneys 

Automobile manufacturing 
Automotive parts 
Baking 

Banks 

Beverages 

Brewers 

Brokers 

Broadcasting and recording 
Building materials 
Cameras 

Canning 

Carbons and carbides 
Carpets 

Cement and concrete 
Certified public accountants 
Chemicals 

Clothing 

Coal 

Confectionery 
Construction 
Containers, metal 
Containers, paper 
Cordage 

Cosmetics 

Cotton 

Dairy 

Department stores 
Detergents and soap 
Distillers 

Drugs, retail 

Drugs, wholesale 
Dry-goods chains 
Farth-moving equipment 
Electrical appliances 
Electrical instruments 
Electronics 
Engineering, chemical 
Engineering, structural 
Engineering, sanitary 
Fertilizer 

Finance companies 
Flour milling 
Furniture, metal 
Furniture, wood 

Glass 

Greeting cards 

Grocery manufacturing 


Even with this breakdown, many of the committee’s business supporters would 
still have to be listed as miscellaneous. 

Mr. Reep. You say you have been conducting surveys in different 
districts. How many districts, and where have you surveyed? 

Mr. ScuramM. Our committee has conducted only one survey, and 
this is the so-called lowa Survey. 

Mr. Resp. That is the only one? 

Mr. Scuramm. That is the only one our committee has conducted 


ourselves. 


Grocery wholesaling 
Hand tools 

Hotels 
Import-export 
Insurance 
Investment banking 
Jewelry 

Leather 

Lumber 

Machine tools 
Machinery, light 
Machinery, heavy 
Marine insurance 
Marine brokers 
Marine shipping 
Matches 

Meat packing 
Medical equipment 
Metals, ferrous 
Metals, nonferrous 
Mining 

Motion pictures 
Novelties 

Office equipment 
Office machines 

Oil 

Optical 

Paint 

Paper 

Pens 
Pharmaceutical 
Plastics 

Plumbing 

Printing inks 
Printing presses and type 
Public relations 
Public utilities 
Publishing, books 
Publishing, magazines 
Publishing, newspapers 
Radio and television manufacturing 
Railroads 

Railroad manufacturing 
Rubber 

Salt 

Specialty shops 
Shipbuilding 
Shipping 

Shoes 

Tobacco 

Valves 

Vending machinery 
Watches 
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Mr. Reep. Have you any subcommittees that have been operating 
in any other districts? 

Mr. Scuramm. No, we have not. But there have been several 
surveys of various kinds made, designed to get the answer to this 
question of the public interest. 

For instance, there is the survey that Congressman Martin, my 
own Congressman, himself has made every 2-year period. 

Mr. Reep. Do you have those? 

Mr. Scuramm. Yes, indeed. 

Mr. Reep. We will be very glad to have those as a part of the 
record. 

Mr. ScuramMm. They are available in the Congressional Record. 
Incidentally, the last one indicated that a substantial majority, 54.4 
percent, favored the trade-agreements program. 

Mr. Reep. Is your organization more or less a propaganda organi- 
zation on this one subject, or do you deal with other subjects? 

Mr. Scuramm. We are concerned with the whole subject of foreign 
trade. Our activities are educational in nature. 

Mr. Reep. Will you put in for the record the barriers that you say 
have been reduced in our foreign trade by the other countries? 

Mr. ScuramM. We can provide some of that sort of information. 
I believe that this has already been sought from the Government 
witnesses, and of course they are the professionals in this field, but 
I am sure that we can get some information together for you, if you 
like. 

Mr. Reep. I know how thorough your Senator, Tom Martin, is, 
and I would be very glad to have the benefit of surveys that he has 
made. 

How many members do you have in your organization? 

Mr. ScoramM. We have a little less than 1,000 members. 

Mr. Reep. Are those all confined to Lowa? 

Mr. Scuramm. Oh, no, indeed. This is a national organization, 
and I could suggest the names, for instance, of our directors, the major 
members, if you care to have me mention a few of them at the moment. 

Mr. Reep. I would be glad to have you mention all of them. 

Mr. Scuramm. That will give you the scope of the organization. 

The board of directors is composed of John S. Coleman, president 
of the Burroughs Corporation. He is chairman, and he would be here 

testifying today except that he is recuperating from an illness, and 
I am the executive vice chairman of the organization. 

William L. Batt, of Philadelphia. 

George L. Bell, of Washington. 

Harry A. Bullis, of General Mills, in Minneapolis. 

John Fennelly, of Glore Forgan & Co., in Chicago. 

Edward Littlejohn, of Detroit. 

Thomas McCabe, Scott Paper Co., of Chester, Pa. 

John J. McCloy, Chase National Bank, of New York. 

John McCone, Joshua Hendy Corp., Los Angeles. 

Charles Percy, Bell & Howell Co., in Chicago. 

B. E. Richmond, Richmond-Chase Co., San Jose, Calif. 

Morris S. Rosenthal, of New York. 

Russell G. Smith, Bank of America, San Francisco. 
Ralph I. Strauss, a director of R. H. Macy & Co., New York. 
Charles P. Taft, of Cincinnati. 
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Brayton Wilbur, Wilbur-Ellis Co., of San Francisco. 
J. D. Zellerbach, Crown-Zellerbach Corp., in San Francisco. 
These are the directors of our committee. 
Mr. Reep. Right there, I would like to ask you—that is quite a 
commendable list, but are all of those engaged in foreign trade? 
Mr. Scuramo. I did not understand your question. Are all of these 


gentlemen engaged in foreign trade? 
Mr. Reep. Yes. 


Mr. Scuramm. I would have to consult my fellow directors, Mr. 
Reed. I will answer later, if I may. 
Mr. Reep. I would like to have you do that as a part of the record. 


Mr. Scuramo. I know offhand some of them are, and some of them 
are not. 


Mr. Reep. I would like a complete list of those that are engaged in 
foreign trade. 


(The following is a breakdown as requested by Mr. Reed:) 


Lawyer-__- 

Investment business - 

Bankers __ 

Retired businessmen (1 from an importing business) _ 
Dennrhment S60res 2... ad + ee sa eee ee See, ~ antes way - 
Large manufacturing companies with an interest in exports _ Pee 

Large manufacturing companies without an interest in exports, or with a 
lesser interest, 2 of whom have products with direct import competi- 


i 

i 

' 

' 

' 

i 

' 

i 
BOWS 


Mr. Reep. There is another question I would like to ask, and that 
this: Is this organization of yours incorporated? 

Mr. Scuramn. It is. 

Mr. Reep. Is it one of those that is tax-exempt? 

Mr. Scuramo. It is. 

Mr. Reep. That is all. 

The Cuarrman. Are there any further questions? 

Mr. Jenkins. I would like to ask you a question. Do you have 
any mine organizations which belong to your committee? 

Mr. Scnramm. Yes; a few. 

Mr. Jenxins. Do you have any glassmakers or glass workers or 
glass producers? 

Mr. Scuramm. Not that I know of, but I would have to check 
through the membership. There are almost 1,000 members, and I 
just am not in a position to answer that offhand. I will be glad to 
answer that for you and see that you get the answer. 

Mr. Jenxtns. Do you have any textile producers? 

Mr. Scuramo. I think we have, but again I should have to check 
that, and I will give you the answer to that question. 

Mr. JENKINS. You are not sure? 

Mr. Scuramm. I will see that you have the answer to that question. 

(The information requested appears in the supplementary state- 
ment on p. 285.) 

Mr. Jenkins. Do you have any bicycle manufacturers? 

Mr. Scuramo. I think not. 

Mr. Jenkins. You do not have any of those? 

Mr. Scpramm. No. 

Mr. Jenkins. Do you have anybody that shows any unemployment 
in the ranks of his people? 


—- 
DP 
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Mr. Scuramo. I am quite certain that that must be true, almost all 
of us have some unemployment from time to time to some extent, 
due to various causes. 

Mr. Jenkins. I notice John McCloy is one of your directors. Did 
you list him as a member? 

Mr. Scuramo. Yes. 

Mr. Jenkins. What does he do? 

Mr. Scuramm. His business—he is chairman of the newly merged 
Chase National Bank and Manhattan Trust. 

Mr. Jenxins. The president of the Chase National Bank? 

Mr. Scuramm., Yes, sir. 

Mr. Jenkins. Does he have any time to give to your organization? 

Mr. ScurammM. He is a director, and active in the organization, and 
he attends directors’ meetings. I do not know that he is going to be 
able to get down to this hearing. 

Mr. Jenkins. Do you think John McCloy will come down here? 

Mr. Scoramm. He has come down within the last 6 months in this 
cause. 

Mr. Jenkins. I wondered what interest the Chase National Bank 
would have in this thing. He might come out in my section of the 
country and see how many unemployed there are out there, and per- 
haps he might change his mind a little. 

The CuarrMan. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Simpson. Mr. Jenkins, Mr. Schramm, as I would expect him 
to be, is entirely frank. He tells us right out or admits right out 
there are private interests in H. R. 1. 

Mr. Scuramm. Yes, sir. 

Mr. Stmpson. You have a personal and private reason, and that is 
why you are a member of the organization, and that is why you are 
here, because you want to profit yourselves. 

Mr. ScoramM. We have public as well as private interests. 

Mr. Stmpson. Why, certainly, every one of you hopes to profit, and 
you are not cross because somebody who loses out comes in here and 
complains, are you? 

Mr. Scuramm. No. 

Mr. Simpson. You do not blame them. 

Mr. Scoramm. No. 

Mr. Simpson. But you are in it for your own gain. 

Mr. Scurammo. I, personally? 

Mr. Simpson. That is what you say right here. You say, ‘‘we’’: 


We are frank in admitting our own private interest in the trade program. 


Mr. Scuramm. I remind you—I personally have no business interest 
in foreign trade. As I have told you, I have a retail business in Iowa. 
I am here because my convictions on this subject are so strong that 
I serve as executive vice chairman of this committee without com- 
pensation. 

Mr. Simpson. How about some of your officers? Many of those 
men have large interests overseas, have they not? 

Mr. Scuramm. Some of them have. 

Mr. Simpson. Many of them have. 

Mr. Scuramm. And some of them haven't; yes. 

Mr. Srwpson. You are in favor of the entire economic program, 
which includes H. R. 1, and the plan to reduce income taxes on cor- 
porate earnings, and so on. 
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Mr. Scuramm. We do not as a committee take a stand on the 
foreign tax subject. 

Mr. Stupson. Do you oppose that one? 

Mr. Scuramm. We have not taken a stand on that. 

Mr. Simpson. Well, now, wait. I would like to get very, very 
sure on that point, because I just assumed you were supporting the 
President up and down the line, and the Randall Commission. 

Mr. Scoramm. We are, in general. 

Mr. Stimpson. It seems to me some of your publications said you 
did support that. Do you know, as a matter of fact, whether you 
support the proposal to change the income tax rates with respect to 
foreign earnings? 

Mr. Scuramm. Our concern is with trade and tariffs, and we have 
taken no position on a great many possibly related subjects. 

Mr. Stmpson. Have you taken a position on that specific item? 

Mr. Scuramm. No, we have not. 

Mr. Stmpson. You have not? 

Mr. Scuramm. That is right. 

Mr. Stmpson. Are you personally in favor of it? It is a part of the 
program. 

Mr. Scuramm. Well, | would probably be in favor of it, ves. 

Mr. Stmpson. You would favor that money earned abroad by 
corporations—this is speaking broadly—pay an income tax rate of 38 
percent instead of the rate here, which is 52 percent, keeping in mind 
that your people in your association are largely interested in overseas 
programs? 

Mr. Scuramm. Personally, I endorse all of the President’s program, 
so far as I know, that is as enunciated in his economic message. 
That is my personal point of view. 

Mr. Stmpson. You do believe in American capital going overseas, 
then, of course? 

Mr. Scoramm. Do I personally? Yes. 

Mr. Stmpson. Do you think that we should provide the market 
here for the products of the plans that are built with American capital 
overseas? 

Mr. Scuramm. I would think so. 

Mr. Stmpson. We should provide the market here? 

Mr. Scuramm. I would think so. 

Mr. Simpson. I do not want to embarrass you, but I just do not 
understand. Why do we build a plant overseas, then, if we are going 
to provide the market for their products here? 

Mr. Scuramm. Well, I remind you again that I am speaking or 
testifying for the Committee for a National Trade Policy, and this 
committee has taken no stand on the foreign tax incentive proposals. 

Mr. Simpson. What you have said, if I understood you correctly, 
is that you approve American capital going in a foreign country and 
building up a plant there, and then we provide a market here for their 
products. 

Mr. Scuramm. I should like to go on record personally, so far as 
my personal convictions are concerned, supporting the President’s 
position in matters pertaining to world trade. 

Mr. Smpson. That is so broad that it does not spell out the answer 
to my question. 
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Mr. Scuramm. As enunciated so far—I am not qualified to debate 
specific technicalities of the issues. 

Mr. Stwpson. You are the only gentleman who is going to testify? 
Is Mr. Taft going to testify? 

Mr. Scurammo. I am presenting our committee’s statement. Mr. 
Taft will testify later, I hope. 

Mr. Stupson. Does he no longer represent the committee? 

Mr. Scuramm. Yes, he is president of the committee. 

Mr. Stmpson. He is president of the committee? 

Mr. Scoramm. Yes, and he will be here to testify. I hoped he 
would be here today. 

Mr. Simpson. Do you know for whom he is appearing this time? 
Do you know whom he will represent? 

Mr. Scuramm. He will certainly speak, and when he speaks he will 
be speaking for the committee as well as for himself. Mr. Taft is a 
real expert on tariff and trade matters, as this committee well knows. 
There will also be other directors testifying, Mr. Simpson. 

Mr. Simpson. Now I will ask you this: Did you approve of the 
President’s action with respect to the watch situation? 

Mr. Scuramm. No, we did not. 

Mr. Stimpson. You did not? 

Mr. Scuramm. No. That is correct. 

Mr. Stupson. Then you want us to change the escape clause? 

Mr. Scuramm. We support H. R. 1. 

Mr. Srupson. H. R. 1 does not change the escape clause. 

Mr. Scnramm. That is correct. 

Mr. Simpson. Yet you do not approve of what the President did. 

Mr. Scuramm. With respect to the President’s decision in the 
watch situation, we registered a protest. 

Mr. Stupson. You object to what the President did there? 

Mr. Scuramm. We registered a protest. 

Mr. Smpson. Do you want the law changed in that respect? 

Mr. Scuramo. No. 

Mr. Srupson. You are willing for him to make a mistake again? 

Mr. Scuramm. We endorse H. R. 1 as it stands. 

Mr. Stmpson. Is your organization connected with the League of 
Women Voters in any way at all? 

Mr. Scuramm. No. 

Mr. Stmpson. Did you ever do business with them? 

Mr. Scuramo. I beg your pardon? 

Mr. Simpson. Did you ever do business with them? 

Mr. Scuramm. We work with them on the foreign trade issue. 

Mr. Stmpson. You mean they are members of your organization? 

Mr. Scuramm. No, they are not. 

Mr. Stupson. What are they, your agents? 

Mr. Scuramm. They are friends of ours in this particular cause. 

Mr. Simpson. They are friends of mine, too, but how do you use 
them? 

Mr. Scuramm. We do not use them. 

Mr. Simpson. That is what I asked you a minute ago: Are they 
associated with you? 

Mr. Scuramm. They are not officially associated, but we have rela- 
tionships with all organizations which are interested in and active in 
this particular subject. We cooperate with them, and we will extend 





292 TRADE AGREEMENTS EXTENSION 


them the use of such materials as we develop and print, and so forth, 
and distribute. In that respect we deal with them. 

Mr. Stmpson. In addition to the personal interest that you may 
have in freer trade, you are seeking to build up public opinion. 

Mr. Scuramm. Yes. 

Mr. Simpson. Where do you get the money for that? 

Mr. Scuramm. Through contributions from our members. 

Mr. Simpson. From the Treasury of the United States, being tax- 
exempt? Is it tax-exempt? 

Mr. Scuramo. I think it is. 

Mr. Simpson. You know it is. 

Mr. Scoramm. Yes. 

Mr. Simpson. So that the Treasury is really financing this. 

Mr. Scuramm. Well, it is coming out—— 

Mr. Stmpson. Do you use that money—— 

Mr. Scuramm. If the Treasury is financing every other tax-exempt 
cause—— 

Mr. Srmpson. Do you use that money to go into congressional 
districts —-— 

Mr. Scoramm. No. 

Mr. Stmpson. Do you use that money to go into congressional 
districts, mine for example, or Mr. Martin’s, and I do not know 
how many others, Mr. Cooper’s, and Mr. Mills’, and Mr. Eber- 
harter’s—— 

Mr. ScoramM. We do not go into congressional districts. 

Mr. Simpson. To send someone in and to make a survey to see 
whether they are a good Congressman or not? Have you done that? 

Mr. Scoramm. Not that I know of. 

Mr. Simpson. Well, who paid for it out in Mr. Martin’s district? 

Mr. Scoramo. I think that the committee did pay for that. 

Mr. Simpson. Do you think that that is a good business? It 
could have been Mr. Cooper, I point out,*just as well, or Mr. Mills, 
or myself, or Mr. Reed. Is that a commendable operation for your 
great committee? 

Mr. Scuramm. I would think it would be. I would think that. 

Mr. Simpson. To pay money to have Congress fix the laws so that 
you would have an advantage taxwise, and then use that money 
to go out and defeat your opponents? 

Mr. Scuramm. That is not the purpose of this survey. 

Mr. Simpson. What is the purpose? 

Mr. Scuramm. The purpose of the survey was to obtain infor- 
mation as to the actual interests of the district in the area of foreign 
trade. 

Mr. Stmpson. And to persuade the people that they should perhaps 
get a new Congressman? 

Mr. Scnramm. Let the chips fall where they may. I was very 
much in favor of the survey and: supported its findings. I also sup- 
ported Mr. Martin in his campaigns, before and after the survey. I 
submit that if you will read the survey, you will find that it is a very 
objective statement. It is a study of the economic interests of that 
section. It had no political or legislative content. 

Mr. Stmpson. You believe that the members of your policy com- 
mittee here favor that kind of use of the Federal money which other- 
wise 
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Mr. Scuramm. I do not agree it is Federal money. 
Mr. Smpson. It would otherwise go to pay Government expenses. 
Pon is all I have right now, and I will wait for Mr. Taft and some 
others. 

The CuHarrman. Are there any further questions? If not, we 
thank you for your appearance and the very helpful information you 
have given the committee. 

(The following letter was later received from Mr. Schramm:) 


CoMMITTEE FoR A NaTIONAL TRADE Po icy, INc., 
January 24, 1955. 
Hon. Jere Cooper, 
Chairman, Committee for Ways and Means, 
House of Representatives, 
Washington, D. C. 


Dear Mr. Cooper: During my presentation of the statemert of this com- 
mittee before the Committee on Ways and Means on Tuesday, January 18, and 
in the question and answer period which followed, I had the feeling, unfortunately, 
of being a bit crowded for time. I find that in one or two instances I failed to 
make clear some of the details of the structure of this committee. 

The Committee for a National Trade Policy was organized in September of 
1953 by a group of businessmen interested in a foreign trade policy that truly 
reflected our national interests. It was incorporated on September 16, 1953, as 
a membership corporation pursuant to the membership corporation law of the 
State of New York. The committee’s objective was, and is, the education of the 
general public about United States trade policies, by conducting and promoting 
research and study activities, designed to develop and assemble facts, data, and 
statistics relevant to such policies; by distributing the results of such research 
and studies to its members and to the general public. It also distributes materials 
furnished by other organizations and groups who have made studies relating to 
our trade policy. The committee is financed by voluntary contributions, indi- 
vidual pol corporate, and has been exempted from Federal income tax as a 
business league, in accordance with a ruling of the Treasury Department. It has 
a small staff of paid employees. 

The Committee for a National Trade Policy has a legislative committee which 
is financed by individual contributions which are not tax-exempt, and which 
functions, separate and apart from the educational work of the committee, on 
matters pertaining to specific legislation. Those who work on legislative matters 
and receive compensation for their services are registered under the Lobbying Act. 

May I thank you again for the courtesy of your-audience. 

Sincerely, 
James 8S. ScHRAMM, 
Executive Vice Chairman. 


(The following material was submitted for the record:) 


W. A. SHearrer PEN Co., 
Fort Madison, Iowa, January 24, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C. 


Dear Mr. Cooper: According to an article that appeared in the January 20 
edition of the Des Moines Register, Mr. James S. Schramm of Burlington, Iowa, 
recently appeared before the House Ways and Means Committee in his capacity 
as executive vice chairman of the Committee for a National Trade Policy. The 
article went on to say that Mr. Schramm cited a so-called Iowa study as conclu- 
sive proof that the first congressional district (in which our company is located) 
would benefit from expanded world trade. The article also quoted Mr. Schramm 
as saying to your committee, “I can vouch for the veracity of the Iowa study 
because it was made in my own district and I know the facts first hand.’ 

My purpose in writing you is not to engage in a discussion of the pros and cons 
of free trade. Actually, I am in favor of freer trade, provided (1) foreign nations 
agree in advance to also lower their tariffs and to remove their present embargoes 
on imports of American products, (2) an allowance is made for the difference 
between United States wage rates and foreign wage rates, and (3) our own indus- 
tries, our own economy and our own national defense are safeguarded against a 
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disaster which might, in time, become unavoidable. In this connection, I think 
the attached pamphlet entitled ‘‘ ‘Ad Laborem’ Instead of ‘Ad Valorem’ ’”’ is well 
worth the reading. 

Instead, my purpose is to bring to your attention and to make a part of the 
record of your committee’s hearings, the opinion that the so-called lowa study 
referred to by Mr. Schramm is far from objective and is of doubtful veracity. 
I say that because I and my father, Craig R. Sheaffer, were interviewed by the 
author of the study, and we both know that what the study had to say about our 
position in this matter of free trade was misleading and replete with important 
omissions. By way of amplification, | am attaching a copy of a letter dated 
April 15, 1954, that my father sent to Mr. A. Ford Hinrichs, the author of the 
study—also a copy of my subsequent letter of April 21, 1954, to the editor of our 
local newspaper, the Evening Democrat. 

I respectfully ask that this letter, together with the accompanying copies of 
letters, be made a part of the record. I also respectfully ask that vou not accept 
at face value the so-called Iowa study as being an accurate and objective appraisal 
of the views of the people and industries in this particular section of lowa—or in 
the entire State of lowa. Certainly, at any rate, it is not an accurate and objective 
appraisal of my views or of the views of the company I represent. 

Respectfully yours, 


W. A. SHEearrer II, President. 


“Ap LABOREM’’ INSTEAD oF ‘‘Ap VALOREM’’—A New INTERNATIONAL TRADE 
PoLicy OF FUNDAMENTAL PRINCIPLES FOR THE UNITED STATES OF AMERICA 


(By George Conrad Westervelt, Box 614, Hebe Sound, Fla.) 


Nore.—The author of this exposition was born in 1879 in Corpus Christi, 
Texas. He is a graduate, 1901, of the U. 8S. Naval Academy, and, 1907, of the 
Massachusetts Institute of Technology. 

He served for a total of thirty years in the United States Navy, retiring at his 
own request in 1927 with rank of Captain. During such service, he was for most 
of the years connected with ship and airplane design, repair and maintenance. 
During World War I, he had supervision, under the Navy Department, of all 
building of aircraft for the Department, and of the emergency, high-pressure 
training of over 5,000 mechanics for the servicing of those sent to foreign stations. 
He made two trips abroad during the war to confer with our allies on a joint anti- 
submarine air effort, and to advise in organizing it. During the war and im- 
mediately following its end, he was in charge of the design, building, and out- 
fitting of the N. C. flying boats, one of which, in 1919, was the first aircraft of any 
type to fly across the Atlantic Ocean. He designed and supervised the building of 
the first airplane built by Mr. W. E. Boeing, and, with Mr. Boeing, organized the 
Boeing Airplane Company: ~° 

For the last seven and one-half years of his naval service, he was in command 
of the United States Naval Aircraft Factory in Philadelphia, Pennsylvania. 
During such period this was the largest research and maintenance activity of its 
kind in the World. Upon his retirement fromthe Navy, he went into commercial 
aviation, being connected with many of the major operations of the day. Supple- 
menting his activities in the United States, he represented the interests employing 
him in negotiations in China, Cuba, Peru, Columbia, 8. A., Italy, and Teche. 
For over a year, (1931-1932) as President of Inter-Continent Aviation Corpora- 
tion, joint owners with the National Government of China of China National 
Aviation Corporation, he was in China, directing the development and operation 
of air transport routes there. 

Such connections were terminated in 1933 and he shifted to full-time work 
with ranching interests in Florida and coal interests in Kentucky. 

During World War II, he was one of the three partners in the New York 
engineering organization of Frederic R. Harris. He specialized largely in the 
design, building, and management of shipyards under contract to the Navy or 
to the Maritime Commission. Such yards built hundreds of vessels, mostly 
10,000-ton freighters, landing craft for infantry, and seagoing tugs of great 
power. One interesting task was supervision of the design and building of a 
50,000-ton floating drydock assembled in Bombay, India, for Great Britain. 
The Harris organization had at its peak about 800 engineers and, during the war, 
handled work of a cost of at least three-quarters of a billion. 

At the conclusion of the war, he resumed his current activities: Owner and 
manager of a 30,000-acre development in Florida for cattle and farming; and 
Chairman of the Board of Directors of a Kentucky coal corporation which leases 
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its land to coal operators producing between four and five million tons of bitu- 
minous coal annually. 
DISCUSSION 


Except to prepare our Country for offense and defense, if the necessity should 
come, no task which faces us is more important than a correct solution of the 
problems of International Trade. These problems, in fact, are a most important 
element of offense and defense. 

No problem is more complex than Foreign Trade. He who suggests a solution 
of or even improvements in present practices should have devoted long and prayer- 
ful thought to it, and have had the experience from which knowledge grows. In 
this brief discussion of a subject which has filled and will fill many heavy volumes, 
it will be necessary to be positive, even didactic, and rest on statement and con- 
clusion without long and doubtless controversial arguments. 

If, in fact, ‘‘Experience is the best teacher,”’ no contribution should be ventured 
by anyone who has not studied deeply and long and understandingly the ‘Free 
Trade” policies of this Country during the two terms of Grover Cleveland. 

This is no political writing. In it is no attempt or desire to criticize a political 
party or Mr. Cleveland. After many years of exclusion from political power, and 
of advocacy of ‘‘Tariff for revenue only”’ (if any) instead of “Tariff for protection,” 
the ‘Free Traders’’ had their chance after 1892 for the two presidential terms 
of Mr. Cleveland. The effects of those two terms should be examined and 
interpreted. 

Born in 1879, the author was old enough during this era of ‘Free Trade’’ to 
observe personally and to suffer from the economic devastation it caused. 
Nothing before nor since has compared to the disaster into which this Country fell 
in a very short time. In this area of Texas anything of any resemblance to pros- 
perity or well-being disappeared; penury and want were the lots of all. 

That the people of that area and the unemployed of the rest of the Country 
survived and found the bare necessities of life can rightfully be regarded as 
miracles. There were no great organized charities; no W. P. A.; no Civil Works 
Administration; no Social Security, nothing but local efforts. In unbelievably 
short time after our industry was thrown open to the destruction of the pauper 
laborers of the world and their starvation wages, we were ourselves paupers, 
millions on no wages at all, agriculture and industry prostrate. 

Fortunately, about 60% of our population were agricultural and less than 40% 
industrial. Persons cultivating the land raised the food for their families to 
prevent starvation. Today, with these proportions nearly reversed such a 
depression would stagger and bankrupt the entire Country. 

Before we bring about such a condition by inviting the certain destruction of 
our industry by throwing our trade doors open without rigid controls and limits to 
foreign invasion (of starvation wages and pauper and slave labor) let us examine 
and understand what happened to us on the most recent occasion on which we 
have yielded to the cries for “‘Free Trade.” 

The devastating effects of the Cleveland Tariff policies were felt for a generation. 
The.Republicans. with their “Tariffs for Protection’ came back into office, and 
until the split between Howard Taft and Theodore Roosevelt in 1912 stayed there, 
with ever-increasing prosperity and improvement in living standards. 

Even with changes in Administration there has not, until recently, been any 
serious proposals that our trade doors be thrown wide open. Indicating that the 
matter is not political, such proposals seem to come as often from Republicans 
as from Democrats. Even where such proposals have been of some seriousness, 
foreign conditions have made it impracticable to implement them fully. Where 
the impact of low-labor-wages imports on our economy has been felt, steps have 
been taken usually to offset or to reduce the effects. 

Now, our people have forgotten; our advisors are too young to remember 
“The Depression of ’93’’; we have been stunned by the billions poured out in 
foreign aid; the slogan ‘Trade not Aid” is being voiced countrywide, and we 
might, if we do not pause and think, inflict on this Country and the World the 
greatest economic disaster they have ever met. Disaster to this Country, let 
it be said and it cannot be disputed, would be disaster to the World. 

What, let us ask, did the Cleveland ‘‘Free Trade’’ do to this Country? In the 
South, then little industrialized and almost unanimous in its mistaken advocacy 
of “Tariff for revenue only”, conditions quickly became almost indescribable. 
Agriculture products, the chief source of Southern income, and a large element of 
all national income, including live stock and poultry, went begging at disaster 
prices. 
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In the few families in Corpus Christi which could serape up the pittances, the 
colored cook was paid $5.00 per month, the Mexican yard man $6.00 per month. 
Both “lived out,’’ and the yard man fed himself—and his family. Day labor, 
when it could find employment, was delighted with 25c to 50c. 

In 1902 on a trip into Florida, the author saw large fields of pineapples. He 
was told that they were dying out because of disease coming from the neglect of 
owners who could not afford proper care due to the low wages cost competition 
of Cuban imports. In a few years all such cultivation disappeared from Florida: 
it has never been re-established. In ell of Florida, even today, there are probably 
less than 100 aeres of pineapples. Even of late years, the preferred treatment 
given Cuban tomatoes, lima beans, cucumbers, etc., has occasionally posed 
destruction to the Florida farmer. 

During the Grover Cleveland regime the manufacturing industry of the United 
States, which had been increasing rapidly and employing labor-saving machinery 
in greater and greater degrees, was immediately hit deadly blows by less efficient 
methods, but methods based on minute wages. It is no exaggeration to say that. 
the United States to compete with the pauper labor world would have had to 
become a part of the pauper lebor world itself. 

This is no discussion of a partisan or political question: no matter of Republican 
or Democratic policy. As Americans, conscious of the fact that without a sound 
America there cannot be a sound World, we should pull together in unity to realize 
sucha World. As the one Nation in the World which is striving with admirable 
idealism to improve the general lot of man, we should try to determine how to 
attempt this without wrecking our own economy. No greater harm could be 
done the World than to wreck our own economy. 

To understand our problem, let us look at a few examples of World unbelance: 

The two most prosperous Countries (political divisions) in the World today 
are Canada and the United States of America. It is not just a coincidence that 
these are the areas of the greatest per capita use of power and of le.bor-saving 
machinery; and of the highest wages, and the shortest working weeks. These, 
in short, are the areas of greatest efficiency and general productive capacity per 
person. 

As we move in an examination of production throughout the World, we find a 
constant decline in the per capita use of power and labor-saving devices and in 
wages. We find debased standards of living, longer working hours, lowered 
efficiency and productivity until in China and in India and in Africa and in other 
ne primitive” areas we find pittances for wages and starvation rations 
or many. 

At this point, we might be tempted to exclaim: ‘‘Prosperity depends on high 
wages!”’. In this there is some element of truth, but for the full truth we must 
reverse the exclamation to: ‘“High wages depend on pros rity!” 

Why are the facts just cited true beyond argument? None work harder, more 
industriously, and have longer hours than a Chinese coolie and his family. Few 
persons in the world get less for their labor. At one long step, we are right at the 
heart of this discussion. Production, the efficient use of labor, is the thing which 
counts. It is that which we have in the United States. If we worked without 
power to assist us, and without labor-saving devices, our state would be as low 
economically as that of the Chinese, for they are as intelligent and as strong as we, 
—_ many centuries of such drudgery have inured them to long hours and little 
ood. 

But (and this is one of the most important and significant statements the eco- 
nomic and production world affords) we are not manual workers! 

The cost of a product in terms of money—dollars and cents, pounds and shillings, 
frances, lira, marks, rubles, penkos, etc., means little in a World sense and reveals 
little as to the true value of the product. Even if there were only one medium of 
exchange but many wage scales, such costs would still reveal little. 

There is, however, a fundamental yardstick or unit of cost which tells the story 
and points to the method whereby the World may be benefited and our own 
prosperity retained. This unit is the hour of labor—the ‘‘“Man-Hour,”’ let us 
eall it. An hour is the same throughout the World. A man working an hour 
works as long in Chungking as he does in Kansas City. The important thing, 
the most important of all things economic, is what does he produce in that hour? 

It should be understood that in any computation of man-hours required to 
produce a unit of any product discussed, the man-hours which were required to 
supply the labor-saving machinery and to maintain and operate it, are charged 
in due proportions to the product. The labor cost of every operation entering 
into the machine is spread over the thing it produces. It is all human labor. 
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Here then is the meat of the discussion. How can we, while following our 
noble urge to be of benefit to our fellowmen everywhere, guard our great man- 
hour production against the lower man-hour production of the rest of the World? 
We cannot do this if our tariffs are to be geared to an ‘‘ad valorem” basis. On 
such a basis we expose our own industry to the debased wage scales, the pauper 
labor of low-prosperity countries and slave camps. 

In 1932, flying over the gorges of the Yangtze River (on the first of such flights 
in history) the author observed the small rice paddies, extending from the river 
in continuing terraces to the tops of the low mountains, 3,000 feet or so above the 
river. Water for these tiny fields was being pumped by foot-treadle pumps oper- 
ated by coolies who kept up their deadly walk for 12 hours daily, raising the water 
by 25-foot stages from the river to the mountain tops. Inquiry brought the in- 
formation that the pay of the coolie was $2.00 ‘‘Mex”’ a month (at that time, the 
equivalent of 40c United States a month) plus a small ration of the rice he helped 
grow. 

Every operation in the growing and harvesting of the rice on the little paddies 
Was a manual one, and it is obvious that the hours of human labor (the man- 
hours) to produce a bushel of such Chinese rice were many. And yet, due to the 
minute wage, this rice could move 1,000 miles down the river to Shanghai, 7,000 
miles across the Pacific Ocean, and to destination in the United States where it 
underseld and replaced rice raised and processed in California, Texas, Arkansas, 
and Louisiana, in fields of 200 to 1,000 acres or more, entirely by machinery, at 
a total labor requirement per bushel only a small fraction of that of the Chinese 
rice. 

Free entry or an ad valorem t2x under such conditions is not logical. Inefficient 
and time-wasting methods on starvation wage scales should not be permitted to 
drive out, or to limit the efficiency of, United States production. Rice produced 
in the United States on our huge mechanized farms could be delivered to the tops 
of the Chinese mountains and still represent an overall man-hour expenditure per 
bushel far below the Chinese rice. In fact, there is probably no rice raised in the 
United States which has required the man-hours of labor per unit of even the most 
efficient of such production in all of China. 

On his ranch in Florida, entirely as a side line and as an experiment, and with 
completely mechanized methods, the author has recently grown three acres of 
tice. Small as this acreage may seem, it is probably greater than that of the 
average Chinese rice field. In a hitherto nonrice area, and with no experience 
whatsoever, the yield was about 52 bushels per acre. This is well above the world 
average and even more above the Chinese average, but on an ‘‘ad valorem”’ basis 
of import duty, it could not compete with Chinese inefficiency. 

This does not make sense. 

Beyond the gorges of the Yangtze, on the beautiful hills of Szchewan Province, 
the wild tung oil trees grow. If there are cultivated groves, they did not come 
to attention. Familiar with the efforts in Florida and other Gulf Coast States 
to build up the tung oil industry, along the usual lines of U. S. efficiency, the 
author looked into the Chinese methods. He found them very inefficient and 
wasteful of man-hours and of product compared to the large cultivated groves and 
the mechanized procedures on the Gulf Coast. Yet so minute are the Chinese 
wages that this product so wastefully produced and of such inferior quality that 
it must be reprocessed in the United States, travels (first in paperlined straw jars 
with great leakage losses) to Shanghai, then across the Pacific, and is delivered to 
United States users at prices which make it impracticable to grow and process the 
nuts profitably in the United States in ordinary times and with governmental 
assistance, even with markedly greater efficiency. 

This is an unwise perversion of our desire to help other Countries through a 
lowering of our tariff barriers. 

Attention has already been called to the destruction of the once prosperous 
pineapple industry in Florida, a destruction due to the unwise ‘‘ad valorem’’ 
basis of our tariff. 

If Cuban sugar were not on a quota basis, the sugar beet and sugar cane in- 
dustries in the U. 8. (both restricted in the amounts which can be grown) would 
not be active in the United States. 

The disadvantage of the U. 8. products referred to is not due to greater efficiency 
or farm economy in Cuba or elsewhere, but to lower wages. 

Before World War II, cheap shoes from Czechoslovakia flooded some parts 
of this country and largely destroyed the market for American shoes of the same 
class. This was in spite of the fact that the superior United States shoes required 
less than two-man hours of labor per pair, whereas the foreign shoes represented 
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almost five man-hours of labor. But what a difference in the wage costs. This 
is another example of the illogic of permitting efficient United States manufac- 
turing methods to be put out by inefficient foreign ones. 

Does anyone say: ‘‘Reduce our wages so we can compete on the purely artificial 
standard of money costs’’? 

Coal is another example. ‘ While the British were still exporting this product 
to the United States they could undersell our product at seaboard, despite the 
fact that the average production of a British miner was two tons a day compared 
with over six for a United States miner. Does this seem like a wise tariff policy? 

While on the subject of coal, let us consider a somewhat different menace to 
that very necessary commodity than low wages. This is ‘‘Residual Oil’’—the 
product left after the refining process has been carried as far as practicable in 
the refining plant used. 

Oils from Venezuela and Colombia, South America, refined in Arruba and 
Curacoa, are high in ‘“‘residual.’”’” About three barrels of such residual will replace 
a ton of bituminous coal. Such residual is owned almost entirely by the large 
United States oil companies, and anything they can get for it is ‘‘velvet.”” Under 
our loose and illogical ‘‘ad valorem”’ tariff, this oil (which until recently was often 
dumped) is pouring into the United States in a growing flood, and our coal in- 
dustry with its high wages (although exceedingly efficient on a man-hour basis) is 
threatened with the gravest dariger of its history. United States mines are closing; 
production is falling; idle days are increasing; and miners are deserting their com- 
munities to get work elsewhere. Once a miner is lost he cannot be replaced, for 
young men are not taking up the trade. In a national emergency the ships bear- 
ing such oil from overseas will be subject to submarine attack. Coal will be needed 
in unlimited amounts. But there will be no way to get it if the present trend 
continues. 

Little can be said to justify such harmful practices. 

The only reply to this menace (and to many others) is a rigid quota limiting 
imports to a reasonable percentage of national requirements. ‘Ad valore-n”’ tariff 
is of no protection, for the value can be set so low as to be meaningless, and then 
upped when the production of coal decreases. 

The examples cited could be added to indefinitely, but by now it should be 
evident that our menace comes from the inefficient use of labor and the low wages 
of our substandard competitors. 

On our wages, we cannot compete in numerous products with many other 
Countries of lower ones. ‘‘Ad valorem”’ is of no protection whatever, and were 
it not for the partial bar of transportation costs, an “‘open door’? would mean 
very quickly death to our own industry as happened during the Cleveland ex- 

eriment. 

. We must therefore examine our policies and our desire to be helpful in the 
World. We must realize that we are the only people stirred by such idealism. 
Without cynicism or resentment, we must acknowledge that our aspirations are 
neither understood nor appreciated by many persons, and that two of the most 
populous and powerful Countries are constantly scheming to destroy our economy 
and will do so if they can. We must wonder whether any are wholeheartedly 
convinced of our altruism and in sympathy with us and our hopes. 

Having done these things and suffered inevitable disillusion, we must conclude 
that we are going it alone in a none-too-friendly World and that we must remain 
solvent by being sound. Let us not give up our altruism: let us place sound 
foundations under it and we will benefit the World. This cannot be if we destroy 
our own prosperity. Nothing is more important to the World and ourselves 
than the preservation of this Liber aie 5 

If we throw wide open to the other Nations our “Trade Gates,’’ as so many men 
of all parties, faiths, and complexions are advocating, we shall destroy our own 
productive effectiveness without increasing theirs. We would condemn them to 
a continuation of starvation wages and slave labor, and ourselves to the worst 
economic depression we have ever known. These disasters we must avoid. We 
are certainly wise enough to do this. 

Trusting, friendly and altruistic as we are, our people realize that in our trade 
relations no Country reciprocates in those qualities. They regulate the entry of 
our goods on the basis of cold-blooded realism and exclude anything they can get 
along without. So far as our products are concerned, there is absolutely no 
worldwide reciprocity. When they buy from us it is because our prices and our 
quality and their needs are compelling. 

Our procedure is plain: it is not simple nor easy. It must be long continued 
and at much sacrifice. 
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As our prosperity has grown with the great increases in our use of power and 
of labor-saving devices, so we must continue to encourage and aid low-standard 
Countries to follow our example. We must lend them money; educate their 
engineers; supply them with machinery and instructors in its use, until their man- 
hour approaches in productivity our own. Their wages will climb in proportion, 
and in the visible future a World can be.seen competing on the sound basis of 
efficient use of labor and not on the false arithmetic of debased wages and cruelly 
long hours. 

Until then we must protect our own workers and our own industry. With 
enlightenment and intelligence and altruism, we must regulate the flow of goods 
into this country for the greatest benefit of all, but we must not permit this flow 
to destroy our own production. 

We must say to the World: ‘‘Henceforth we shall be on an ‘ad laborem’ basis 
of trade. Produce goods as efficiently as we do on a man-hour basis and our gates 
are open. If you use more man-hours for the same production we shall exact 
a penalty proportional to such efficiency.” 

On such terms we have nothing to fear. They will spur us to greater efficiency 
and we can maintain to the limit the two things which have made us industrially 
great:—our unrivaled man-hour effectiveness, and our high wages. 

What greater service could we do to the World, and ourselves, than to encourage 
the utmost in the efficient employment of the man-hour? 

Regarded with clear eyes, the man-hour is seen as the only fundamental eco- 
nomic asset. Everything is given its value by expending labor on it. The 
more efficient the labor, the higher is the productivity the greater is the reward 
of all the more abundant is the prosperity the higher is the scale of living. 

As said above, this policy will not be easy to implement. We cannot pass 
overnight from one basis of trade to another so radically different in principle. 
Even if we could, the less productive nations who need the income from the goods 
sold: us, could not. Certain products related to latitude, to dominant deposits, 
or to manual labor, such as tea, coffee, spices, hardwoods, manganese ore, silk, 
laces, etc., we need not worry about for they do not fall in the competitive field 
of ‘“‘man-hours.”” We must also permit the maximum sound entry on a quota 
basis of competitive goods while gradually tightening our requirements, but we 
should tolerate no displacement of our efficient production by the starvation 
and in some cases (let it be stressed) slave labor of peoples we are trying to aid. 
Let it be repeated: We harm rather than help when we freeze the low wage scales 
and hard working conditions of the nonindustrialized Countries of the World. 

The mere mechanics of ‘“‘ad laborem’’ will be of great difficulty. They will 
require a worldwide inquiry into the costs of production on a man-hour basis, 
and (to be of maximum benefit possible) the preparation of an encyclopedia of 
labor procedures, detailing eventually the most effective method of every operation 
entering into production. After that, unlimited and worldwide prosperity will 
be in sight. 

This is not a treatise; there is no time or place for such an exhaustive effort. 
The menace we face is immediate. It must be met by immediate policies of 
soundness. This is an ‘alarm clock” warning the great American people that 
it is time to end mistakes and to cease following the loose and wishful thinkers. 
Also, sordid and unhappy as such thoughts may be, we must remember the lessons 
of the recent past. We must recall the highly placed subversives among our 
citizens, who, pretending to work for the good of the Country, were working for 
our enemies. We must not permit the carrying out of our idealism to fall under 
the control of other glib advocates out to destroy us. In such carelessness would 
lie disaster. : 

Tho there is full agreement with the belief so generally held in this country 
that the World would benefit from a general and free interchange of goods, this 
cannot be until the wage scales throughout the World are more nearly equal. 
Under existing inequalities, wide open trade gates would mean economic disaster 
for ourselves. Tho there are several roads to panic and to depression the surest 
of these-and the shortest to that fearful destination is the one which leads to ‘‘Free 
Trade,’ to the ‘‘Wide Open Door’ for low wage, high man-hour Countries. 
Pray to Our God that we do not follow it. 

Let us avoid the deadly dangers of ‘“‘Free Trade’’; discard the errors of ‘‘ad 
valorem”; regulate our trade entries temporarily and the bases of reason and 


quotas; and work as soon as practicable to the sound and fundamental policies of 
“ad laborem.” 
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Aprit 15, 1954. 
A. Forp HInricus, 
Economist for the Committee, 
Committee for a National Trade Policy, 
Washington 6, D. C. 


Dear Mr. Hrinarcus: I have read your trade policy study on the First District 
of Iowa, and I am in some considerable disagreement with your conclusions. 

You state the factual case with respect to our own company correctly, but you 
omit the reasons that I gave you for our opposition to any further general tariff 
reduction at this time. I explained to you that the position of our company was 
somewhat different in that our product was, generally speaking, a prestige product 
and had major patent protection; that the welfare of our company, nevertheless, 
depends upon the welfare of industry as a whole in the United States. 

IT stated that I felt that the United States tariff policy should recognize that there 
have been drastic reductions over a period of years when a world competitive 
economy simply did not exist and only now is the world beginning to compete 
tradewise. Until, therefore, we can experience the volume and direction of im- 
ports that are beginning to mount fairly rapidly, further change of policy in the 
way of tariff reduction might precipitate too drastic a penalty upon the ability of 
some of our industries to mass produce. 

I furthermore pointed out that tariffs overseas were drastic in many places, 
but above all the complete embargo of merchandise from the United States is 
the insurmountable obstacle in many parts of the world. So far our reductions in 
tariffs have not been reciprocated to any material degree. 

So much for the omission of our premise. 

Secondly, it is repeatedly stated in your study that the importations of certain 
commodities would be small and, therefore, have no effect upon the economy. 
Considering the world as a whole, if this assumption is correct, the aid to world 
economy by tariff reduction would be unimportant and ineffectual. If your 
assumption is not correct and importations become of sufficient size to be of 
importance and economic aid to the rest of the world, the only conclusion I can 
reach is that it very likely would be damaging to important segments of our 
industrial system. 

Lastly, all the information given you with respect to our company was under- 
stood to be in confidence and for factual study. Yet a fairly full disclosure of 
our position, with the above omissions, appeared in a recent issue of The Des 
Moines Register. The omissions become doubly important, therefore, and for 
this reason I am sending a copy of this letter to the Des Moines Register asking 
them to make our position clear with respect to United States trade policy. 

Sincerely yours, 





, Chairman. 


APRIL 21, 1954. 
RicHARD MERSHON, 
Editor, the Evening Democrat, 
Fort Madison, Iowa, 


Dear Dick: Because of your interest in world trade, as evidenced by your 
editorial of April 15, and because of your mention in that editorial of the benefits 
to the Sheaffer Pen Co. of a more liberal trade policy, I thought you might like 
to read the attached letter that my father sent to Mr. A. Ford Hinrichs. Mr. 
Hinrichs is the man who conducted the survey for the Committee for a National 
Trade Policy and on whose report the recent Des Moines Register story was 
based. 

My father’s letter to Mr. Hinrichs, as you will see, is quite brief. He did not 
attempt to cover in it all the ramifications of free trade that he and Mr. Hinrichs 
covered during their discussion. So I'll attempt to cover here a few more of the 
points that were discussed, just so you’ll know the true position that our company 
takes in this matter of free trade. 

As you know, we have two manufacturing subsidiaries in foreign countries— 
one in Australia and one in Canada. Both are good companies, doing a good 
business, and with every reason to believe that they’ll do much better in the years 
ahead. We set them up because they could export to certain countries that we 
here couldn’t—at least not for a good many years to come. We didn’t set them 
up so that, by exporting to those particular countries, we might thereby be able 
to import, in return, parts or assemblies or raw materials that we could purchase 
cheaper there than we could at home. 
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In looking for customers in foreign countries, we most certainly do not feel that 
we have run out of customers here in the United States. In our opinion, the 
United States is and always will be the greatest market in the world—worth more 
than all of the other foreign markets put together. We would gladly forsake all 
of these other markets if, to do so, would help keep the American market strong 
and healthy. 

Some people, I think, overlook the fact that the reason that American industry 
is so competitive and so efficient and so effective is because it is able to mass-pro- 
duce. Another thing they overlook is that American industry pays wages far in 
excess of those paid in foreign countries—and that it can afford to do so because, 
and only because, of mass production. Nevertheless, the cost of labor in this 
country is a very big percentage of the total cost of finished goods. So I wonder 
if these same people who advocate free trade ever stop to realize what would 
happen to mass production in American industry if our markets were filled with 
competitive goods of foreign manufacture and of much lower labor cost—and 
what, in turn, would happen to American labor. 

I cannot help feeling that American industrialists who advocate free trade are 
figuring in the back of their heads that they can relieve themselves of a lot of their 
own high labor costs by buying parts, assemblies, etc., abroad rather than at home 
or producing them in their own plants. If this feeling is correct, it is interesting 
to speculate what would happen to their United States suppliers—and to the 
United States labor force. 

It’s very true that the Sheaffer Pen Co., because of the nature of its product 
and because of patent protection, has much less to fear directly from foreign 
competition than a great many other companies. However, the appraisal or 
estimate of damage cannot stop there. Our industrial economy is so complex and 
so interrelated that what happens to one industry is felt by all. For instance, if 
the textile industry in the East is closed up because of free trade, the effects are not 
confined to that one industry. The same would be true—even more so—of an 
industry like the machine-tool industry. And as larger and larger segments of 
our industry are hit by free trade, the repercussion on the rest of American 
industry becomes more serious and more far reaching—not only from the stand- 
point of our economy but also from the standpoint of our national defense. 

In short, mass production, we believe, is the key to the greatness of the Nation’s 
industrial economy. Once we remove the ability or the capacity or the need for 
that mass production, the key is gone. 

I really don’t think we have “protectionism” in this country. Actually, our 
tariffs today are the lowest in our history—among the lowest in the world. Of 
43 reporting nations in a recent report prepared for the American Tariff League, 
only 6 have lower import duties than ours, while 35 have higher rates. Our 
average duty on dutiable items is only 12 percent. Twenty years ago it was 50 
percent. 

Not only have tariffs been sinking but, at the same time, the volume of imports 
has been rising. While the rest of the world has been tightening its trade restric- 
tions, America has been opening its gates. Imports are now four times greater 
than they were before the Second World War and twice as great as they were in 
1947. 

I don’t have to tell you that the subject of free trade is a highly controversial 
one. There is a vast difference of opinion, and my purpose in writing you is not 
to try to convince that you’re wrong or I’m right. I merely wanted to correct 
the wrong impression about our company’s position that you received—and anyone 
else would have received—from reading the Des Moines Register article. | 
wanted you to know that, in our opinion, there is too much at stake—our economy 
and our national security—to experiment with free trade; that we dare not 
endanger mass production in America; that industry in this country cannot 
compete with sweatshop wages in foreign countries; and that, in the final analvsis, 
unemployment would be the price that America would pay for unrestricted 
imports. 

Respectfully yours, 
W. A. SHearrer, II. 


P. S.—Incidentallv, the chairman and president of the Committee for a National 
Trade Policy are John 8. Coleman and Charles P. Taft, respectively. Both of 
these gentlemen are ardent freetraders. This fact, I think, casts some doubt 
on the objectivity of the survey conducted by the committee in Iowa’s First 
Congressional District. 


57600—55—-pt. 1 21 
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The CuarrMAN. The committee stands in recess until 2 o’clock. 
(Whereupon, at 12:50 p. m., the committee recessed until 2 p. m. 
of the same day.) 
AFTERNOON SESSION 


The CuarrMAN. The committee will please be in order. 

The next witness appearing on the calendar is Mr. Benjamin Lazrus. 

Please come forward, Mr. Lazrus. 

Mr. Curtis. Mr. Chairman? 

The CuarrMan. Mr. Curtis, of Missouri, is recognized. 

Mr. Curtis. Before we begin, I just wanted to call the committee’s 
attention to the public affairs class of the Madeira School who are here 
with us. The daughter of our former colleague, Albert Reeves, is 
among that group. I know you will be interested in knowing of 
their presence. 

The CuarrMAN. I appreciate your making the announcement. We 
= delighted to have the young ladies. Please make yourselves at 

ome. 

Mr. Lazarus, please follow on the usual custom of giving your name, 
address, and the capacity in which you appear, to the committee, 
please. 


STATEMENT OF BENJAMIN LAZRUS, CHAIRMAN OF THE BOARD, 
BENRUS WATCH CO. 


Mr. Lazrus. Yes, Mr. Chairman and gentlemen. 

My name is Benjamin Lazrus. I am chairman of the board of the 
Benrus Watch Co. at 50 West 44th Street, in New York City. 

Benrus is the second largest importer of Swiss watch movements 
into the United States, and the largest American watch company to 
depend entirely on imports for its supply of movements. I want to 
emphasize that Benrus is an American company. We employ 1,000 
United States workers. We are owned by American shareholders. 
And no watch company has made a greater contribution to national 
defense. 

I would like at the outset, Mr. Chairman, to endorse the President’s 
recommendations for extending the reciprocal trade program and for 
encouraging a reduction in the barriers which are hampering trade 
among the friendly nations. At the same time, however, I want to 
alert the Members of Congress to the unfortunate fact that the pur- 
poses of the reciprocal trade program are sometimes frustrated by 
unwise or unsympathetic administration, and that this committee 
should take necessary steps to assure that the intent of the Trade 
Agreements Act is being properly carried out. 

Last July, when the President invoked the escape clause and author- 
ized a 50-percent increase in watch tariffs, our Government virtually 
wiped out the most important benefit given Switzerland in the 1936 
United States-Swiss trade agreement—and simultaneously gave the 
domestic manufacturers everything they asked for. However, since 
that time several executive departments have gone even further in 
curtailing imports. 

Only last Wednesday, 2 days after the President’s foreign trade 
message, the Treasury Department proposed a change in long-stand- 
ing customs regulations which, in effect, will increase the duty on cer- 
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tain imported movements by appproximately 300 percent. This 
change would restrict the right of an importer to remanufacture his 
movements in this country so as to increase the jewel count, and 
nullifies customs regulations and highest court decisions that have 
been in effect for over 20 years. Surely it was not the intent of 
Congress to permit a single Government department to unilaterally 
make ineffective the Trade Agreements Act. 

Simultaneously with the Treasury action, the Office of Defense 
Mobilization announced that it was appointing an advisory com- 
mittee on the watch industry to see what further steps might be 
taken to protect the four domestic watchmakers. Here we find a 
further illustration of an executive agency prepared to continue the 
series of unilateral actions which abrogate the spirit and the effect of 
the trade agreement. 

It is important to note, too, that Switzerland continues to honor all 
of its commitments under the trade agreement and has not retaliated 
by increasing duties on United States products, despite the fact the 
Swiss are deeply hurt by the various discriminatory actions taken 
against them. It is likewise important to note that throughout the 
free world, serious doubts have been created concerning the sincerity 
of America’s avowed belief in lower barriers to world trade. 

To see the problem in its proper perspective it may be helpful to 
review briefly the experiences of the watch industry under the Trade 
Agreements Act. 

The watch industry was one of the first to come under the reciprocal 
trade program. Its history during the past 19 years provides a 
convincing illustration of the degree to which a lowering of restrictions 
on commerce can be mutually beneficial to both nations. Aside from 
enlarging markets for American farm and industrial products, the 
agreement produced other beneficial results. It gave 160 million 
United States consumers the benefit of lower prices; it caused Switzer- 
land to purchase $500 million more from America than we purchased 
from her during the trade agreement period; and it caused United 
States watch manufacturers to improve their products and to make 
them more competitive with the Swiss. 

Output of domestic manufacturers has tripled over levels existing 
before 1936 and the leading domestic producers have maintained very 
healthy profits while substantially increasing their capital. Elgin, 
for example, has increased its total assets from under $15 million in 
1937 to over $51 million in 1953. Its profits have been substantial 
through the years. Bulova and Hamilton show similar records, as 
shown on exhibit A. 

(Document referred to is as follows:) 
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Exursit A 


Financial data on leading domestic companies from 1937 to 1953 
HAMILTON WATCH COMPANY 














Year ended Dee. 31— Net sales | Netincome | Total assets | Net working 
capital 
sine Neiontdaadhal 
5007 5 LT 3st ee ae $7, 530,00C | $1, 270, 000 $7,600,000 | $4, 460, 000 
ee 2. ses pe k patgkn teeta etn ee | 5, 350, 000 | 680,000 | — 7, 200, 000 | 4, 430, 000 
Sc, --i4abudd dosh -- ddab-s edd 6, 490, 000 820,000 | 7,800,000! 4, 570, 000 
WU nal, hh 6cehisdh hanno ARETE oLeE 10, 030, 000 580,000 | 10, 000, 000 5, 130, 000 
MOM oe. Rn bask. dodebs duh sedtee inns 11, 350, 000 740,000 | 9, 900, 000 5, 430, 000 
TOM. (3. - cntégonoregs 64k cighinhl nstite aoe | 115.830, 000 630,000 | 8, 500, 000 6, 200, 000 
PN oe a satis Rete edeckaedhaeaaieDiee ied 10, 980, 000 930,000 | 10, 000, 000 6, 680, 000 
SORT 3056k5da2 ious -éd0. eed or hated 15, 600, 000 830,000 | 11,000, 000 6, 750, 000 
ee taces kit el. hake tae 19, 980, 000 1,710,000 | 12,600,000} —_7,.570, 000 
weeG joi lla. as iodo ee __| 18,740, 000 1, 420,000 | 13,500,000} 7.820, 000 
PE Sana cdcks cca dagen Ee | 19,040,000 | 1,480,000 | 13, 600,000 | 8, 250, 000 
aa : csentshagivaneastand a se 970,000 | 19,800,000 | 9, 730, 000 
Miri oe icine Bo elise iy 19, 420, 000 | 530,000 | 22, 300, 000 | 9, 510, 000 
ee eat a ae sie __..| 83, 180, 000 1, 530,000 | 24,200,000 | 10, 450, 000 
BULOVA WATCH CoO., INC. 
| 
1937 , etn ae oa cae $15, 750,000 | $2, 510, 000 7, 500, 000 | $5, 710, 000 
$0 oi544is- doind- cuss toa tOD. Dost | 10,850,000 |  21510,000 | 10, 200, 000 6, 030, 000 
1939. - cones aeaeesnneesnae=neenseneee| 14,760,000 | 1,400,000 } 9,700,000 | 7, 090, 000 
1943 . AALL YS SA eASSeY a vee 1.920, 000 | 19, 500, 000 12, 670, 000 
1944__.. | een ba~ caenad — | 36, 520, 000 2,450,000 | 23, 800, 000 | 11, 140, 000 
1945 40, 960, 000 3,490,000 | 23,600,000 | 15, 580, 000 
SOR. 6583 gape Ll SCTE cee | 38,390, 000 3, 890,000 | 27, 500, 000 | 15, 370, 000 
1947.2 nee nneeeeeeeeeeee----} 47,160,000} 5, 230,000 | 31,000,000 | 21, 880, 000 
1948____. lot sssus-s-2--22---------------| 50,850,000 | 5,360,000 | 33,500,000 | 22. 200, 000 
a at cas Be one see aia ell | 44,170,000 | 3,570,000 | 33,600,000 | 23, 470, 000 
BOPP trike. (leew ne Ragas hana ares peiges | 49,240,000 | 3, 910,000 | 41, 000, 000 | 27,750, 000 
$060 41a 3446415..ck3.40-2-. 0. --diedbdd ad | 52,810,000} 2,650,000 | 43,800,000 | 27, 150, 000 
1952-2222 ooo iieeaneecasenneceeee-| 58;920,000 | 2,680,000 | 50, 300,000 | 23, 480, 000 
1953... *eLyen i Necidadt keds | 60,710,000! 2,870,000 | 58,700,000! 23, 890, 000 
} i | 
ELGIN NATIONAL WATCH CO. 

1937 $11,040,000 | $1, 400,000 | $14,720,000 | $9, 150, 000 
1938 6, 780, 000 | 690,000 | 14,260,000 | 9, 290, 000 
1939 9,160,000}  1,210,000' 15,150,000! 9,750,000 
1943 20,820,000 | 1,140,000} 22,700,000} 12,840, 000 
1944 21, 630, 000 970,000 | 23,800,000 | 13, 360, 000 
1945 20, 680, 000 1,050,000 | 21,540,000} 13, 770, 000 
1946 17, 690,000 | 1,130,000 | 21, 590, 000 13, 140,000 
1947 22° 160,000 | 1,390,000 | 22,530,000 13, 200, 000 
1943. 28,480,000 | 1,710,000 | 24,620,000 | 13, 720, 000 
1949 27, 630, 000 1,620,000 | 30, 220, 000 14, 120, 000 
1950 30, 200, 000 1,740,000 | 36, 500; 000 24, 850, 000 
1951 42, 720, 000 1,780,000 | 44. 730,000 24, 960, 000 
1952 50, 800, 000 1,550,000 | 48, 180, 000 25, 210, 000 
1953 56, 720, 000 2,050,000 | 51, 410, 000 26, 250, 000 





In spite of these excellent financial results, no group of industrialists 
has run to Government to plead for tariff relief and other considera- 
tions more regularly or more persistently than the domestic watch- 
makers. The truth is that if they had paid more attention to manu- 
facturing efficiency, if they had improved their engineering skills and 
their designs, their time would have been better employed and they 
could have met competition without crying for restrictions on imports. 

This is an example of what I mean: One leading American manu- 
facturer took 25 years to copy a Swiss automatic self-winding watch 
and then had to withdraw it from the market because it was unsatis- 
factory. It took another United States manufacturer 30 years to 
copy what is now obsolete in Switzerland in the way of a self-winding 
watch. These poor results come despite the fact that the Swiss have 
given them special precision machines and technical know-how. 
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Not one single important advance in watchmaking theory or prac- 
tice has come from domestic manufacturers for more than 50 years. 
It would be a serious blow to our defense effort and to the watch in- 
dustry itself if the Swiss were excluded from the United States market 
and the urge to compete with the Swiss were removed. By their 
actions, the domestic watch producers are asking our Government to 
preserve their inefficiency and keep them from meeting the challenge 
of Swiss en ineering and produce tion skills. 

Within the past 7 months various executive departments bowed 
to these requests and have taken numerous steps which are designed 
to stop Swiss competition and to frustrate the principles of the recip- 
rocal trade program. All of these moves were based on a report 
prepared last June by the Office of Defense Mobilization, which 
concluded that the skills of the four domestic watch manufacturers 
were essential to national defense. The Office of Defense Mobilization 
reached this conclusion in the face of a Defense Department finding to 
the contrary. 

Here is what the Department of Defense had to say on page 20 of 
the ODM report: 

The Department of Defense has found that military requirements for jeweled 
timepieces are relatively small and that these requirements could be stockpiled if 
it appeared that the capacity of the industry were to be lost. It regards the 
facilities of the industry as highly desirable capacity for the manufacture of other 
military items but believes that all items other than jeweled movements would be 
procurable from suppliers outside the jeweled watch industry. 

The ODM report has now become overriding administration policy 
insofar as the watch industry is concerned. Regardless of the merits 
of ODM conclusions, it is important to recognize that the ODM com- 
mittee was looking at only a narrow segment of a much broader prob- 
lem. Specific ally, the committee looked only at one segment of the 
American watch industry; namely, the four domestic producers. Had 
this study also included other segments of the American watch 
industry, the results might have been quite different. 

Benrus Watch Co., for example, has a record of defense production 
during and after World War II that equals and sometimes surpasses 
that of other domestic watch manufacturers. We produced the same 
types of precision ordnance equipment, in comparable quantity and 
quality. Some details of Benrus defense production and the skills of 
its employees are presented herewith. 

(Documents referred to are as follows:) 
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Exursit B 


DEFENSE SHIPMENTS BY BENRUS DuRING WorLpD War IT 


Summary 


For year ended June 30, 1941 (12 months)_______- 
For period ended July 31, 1942 (13 months) 

For year ended July 31, 1943 (12 months) 

For year ended July 31, 1944 (12 months) 

For year ended July 31, 1945 (12 months) 


Total dollar volume 


Detailed analysis 
YEAR ENDED JUNE 30, 1941—$96,643.41 








End use 





Gear No. 1_-. 
Centrifugal gears - - - 
Escapement arbors - - 
Firing arm weight_- 
Escapement pinion- - 
Pinion No. 1.. 
Pinion No. 2.. 
Pinion No, 3.. 
Pinion No. 5_--- 
Timing~lisk retainer -- 
Pinions icatieind 
BFM striker___- 
BFM setback pin__-- 


13 MONTHS 


ENDED JULY 31, 1942—$895,332.4 


Rotor assembly-.- ; 
Pallet arbors............-. 
Center pivots_._..-- 
Escape pinion... - 

3d pinion. 

4th pinion __- 

Setback pins sad 
Timing-disk retainer _- 
Gear No. 1 


40-mm. Bofors antiaircraft fuse. __-. 
..| British fuse 


Centrifugal shaft 

Escapement arbors 

Pinion No. 1 

Pinion No. 2-- ; mane 
Pinion No. 3........-... 
i 

Gear No. 5 ‘ 4 
NE BD. nck ahedgcuodtdenhey 
Centrifugal gear a eaneeieaeat ated 
Escapement-arbor blanks. ............----|} 
Safety-lever weights_-.__ 
Firing-arm weight__ 

Pinion No. | blanks... --- 

Pinion No. 2 blanks_._-. 

Pinion No. 3 blanks. _.._-. 

Pinion No. 5 planks_- 
Bridge-locating pin... 

Pivot screws 

Pivot 

Setback pins 

Handstaff : ‘ a 
Stainless-steel hex nuts.............- 
Pinion shaft__- 

Valve holder and insert assembly 
Firing pins... ith darted 
Escapement pinions____.- 





MR Ss ot fas eeusencbieescned 
M-52 B-1 fuse...........-.-...--- 
Aircraft ; 
| .do 
TI Na Ni cae ara 
Bhi, i. RASA 
40-mm. Bofors antiaircraft fuse. 
M-43 mechanical time fuse-_-.--.-.. 


Quantity 





Timing-disk retainers__...... 


$96, 643. 41 
895, 332. 48 
2, 404, 637. 67 
4, 007, 781. 88 
6, 814, 224. 80 


14, 218, 620. 24 
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Detailed analysis—Continued 


YEAR ENDED JULY 31, 


1943—$2, 404,637.67 





End use 





Rotor assembly 

Pallet arbors 

Center pivots 

Escape pinion 

3d pinion 

4th pinion -- 

Setback pins 

Timing-disk retainer 

I a ee Men Sb che neccdoees 2 
Adjusting screws... - a ee ea a ate ‘ 
Centrifugal shaft 

Escapement arbors 

Pinion No. 1 

Pinion No. 2 


p00 eee 


Firing pins 

CA I ed ee rnptcncsan 

Pinion No. 5-- 

Centrifugal gear 

Escapement-arbor blanks---............-- 
Safety-lever weights_.......- re 


Firing-arm weight. _...-----.-.-...----- oes 


3 SU” eee 
Pinion No. 2 blanks 

Be ectcdneceeccasceeeve~ 
Pinion No. 5 blanks-.----- distieecedee she ‘ 
Bridge-locating pin 

Pivot screws 

Pivot... 

Setback pins 

Handstaff-_.__- 

Stainless steel hex nuts............-...--- 
Pinion shaft _- 

Valve holder and insert assembly 

Firing pins__. 

Esecapement pinions- 

Timing-disk retainers 

Cocking-pin screws 

Cocking-pin studs 

Nickel nuts 

Fork-joint blanks_- 

Bronze valves.......-....----- 

PB10815 pinion 

PB10816 pinion 

Segment and arbor assembly -..:-_.-- 
Brass tapered pins 

Hair spring anchor posts__ 

Armature shafts. --. bi 

Armature nuts..._- -- 

Ferrules 

Retainers : aan coed : 
Elevating pinion... al dno gioadebedount 
Fork joints 

Chobert rivets 

Gears_. 

Rods. -..- A Guten pareael 

ed aisiem Seininnd Shins ait 

Shafts 

WE, oncentisen aes 

Handles. .-. erties wring 

Heart cam screw..--- 

Adapter nipples_ __- 

Collars ate 

Pivot- bearing ‘assem blies__. 
Stacking-swivel screw... ee eee 
Rear-sight slide cap____-.-....-....--- 
Cutoff screw. odameaienae 
Mae WEN oii552 ~~ sac. eres 5tet 
Upper-band screw . - 

Front-guard screw __- 

Rear-sight windage screw. 


aE ee ET ¢ 


Pinion No. 2 
Pinion No. 3.........-... . 





+ 


M-52 B-i fuse____- 
Aircraft 
a ae 


“British fuse_-.----------------- 


Oxygen masks__- 
40 mm. Bofors antiaircraft fuse_ 


M-43 mechanical time fuse-.--- ---- 


“Aircraft..--_.-- 


atone 


“Army- 


Aircraft. naa ao 


Army Air Force.._- 
do_. 

Navy 

Army —M-30 rifle. 


M-111 Fuse_- 
5 Se 


Ltn cali bsties +0 





Quantity 


Value 
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Detailed analysis—Continued 





Parts 


M-129 mechanical time fuse 

Rotor assembly 

Firing pins 

Pivots and bearings 

Contact sockets 

W -58 escapement arbors - 

1053X retainers. 

Pinions and escape pinions 

Rivets 

Ferrules 

Gears 

Nickel nuts 

Armature nuts and shafts 

Rear-sight windage screws 
screw. 

Contact pins 

Segment gears 

Rotor blanks 

W-120-2 centrifuga! gears - 

Gear-pinion assembly 

Ist wheel a 

Escape wheel shafts 

Pivots 

Fork joints 

W-68-2 pinion No. 2 

W-70-2 pinion No. 3 

Ist pinion 

Gear No. 5 

Pinion No. 5 

Safety-lever weights 

Firing-arm weight 

Pinion No. 1 blanks 

Elevating pinion 

Upper-blank screw 

Front-guard screw 

Pinion No. 1 


and cut-off 





M-129 mechanical time fuse_-_-- 
Rotor assembly. 
Firing pins 
Pivots and bearings 
W-58 escapement arbors 
Pinions and escape pinions 
Rear-sight windage screws 
screw. 
Contact pins__- 
Segment gears 
Rotor blanks : 
W-120-2 centrifugal gears 
Gear-pinion assembly -- 
Ist wheel_ am 
Escape wheel shafts__- 
Pivots 
Fork joints : 
W-68-2 pinion No. 2_- 
W-70-2 pinion No. 3_- 
Ist pinion__- 
Gear No. 5 
Pinion No. 5_- 
Safety-lever weights 
Firing-arm weight 
Pinion No. 1 blanks 
Elevating pinions 
Upper-bank screw 
Front-guard screw 
Pinion No, 1_.-- 


‘and cutoff 


| M-129 fuse 


| Field telephones 


YEAR ENDED JULY 31, 1944—$4,007,781.88 


End use 


| M-129 fuse 


40-mm. Bofors antiaircraft fuse _- 
do 


| Sperry gunsite__-- 


Field telephones 


| M-43 fuse__ 


| M-111 fuse and M-43 fuse 


Aircraft_ 
do 


M-111 and M-43 fuse 


M-30 rifle 


Field telephones 
Air speed indicators 
40-mm. fuse. 
M-43 fuse 
M-129 fuse 

do 

do 
Sperry gunsite._- 
Aircraft 
M-~43 fuse 

do 
M-129 fuse 
M-43 mechanical time fuse 

do 

do 

~: do 
do 


Army—M-30 rifle__- 


do__.. 
do ‘ 
M-111 fuse___- 


YEAR ENDED JULY 31, 1945—$6,814,224.80 


40-mm. Bofors antiaircraft fuse ___- 
| ected Cpe eel iman ae 
Sperry gunsite-_____-- 
M-43 fuse___- i 
M-111 fuse and M-43 fuse_ 
M-30 rifle____- 


Airspeed indicators-_..._- 
40-mm. fuse 
M-43 fuse__..._- wean 
M-129 fuse_-----.- s 
_.do eee 

do__.. : 
Sperry gunsite 
Aircraft en a 
M-43 fumes... ........ 

do. 
M-129 fuse f ‘ 
M-43 mechanical time fuse 


oS ne 


on 


Quantity 


216, 000 
32, 116, 383 | 
53, 223, 242 

291,427 
, 070, 588 
, 694, 127 
337, 492 | 
1, 452, 904 | 
2, 708, 705 
259, 685 
34, 998 
160, 350 
772, 271 


481, 400 


— 


am 





Value 


$474, 120. 
1, 658, 737. 
542, 527. 
291, 427. 
101, 764. 
92, 465. 
50, 623. 
60, 069. 


00 
25 
51 

00 
70 
45 
80 
43 


59. 64 


614, 610. 


. 80 
§. 57 
. 00 
3. 29 


7. 37 


07 


2, 084, 000 | $3, 922, 280. 00 


28, 230, 000 | 


__| 71,376, 908 | 


415, 956 | 
2, 369, 185 | 

583, 329 | 

59, 518 


3, 419, 812 
414, 592 
1, 851, 962 | 


272, 77 


3, 184, 000 
394, 420 
10, 932 
234, 542 
82, 220 
467, 335 
413, 570 
567, 479 


1, 416, 510. 


688, 375. 
269, 396. 
110, 049. 


27, 708. 


7, 439. 
55, 174. 


15, 132. 
12, 963. 
5, 492. 
5, 158. 
20, 904. 
27, 330. 


93, 816. 
32, 386. 
28, 040. 


23, 894. 
22, 699. 


8 


473. 


00 
08 
00 
60 
13 
76 


55 
61 
7 


32 
08 
26 
21 
80 
84 
10 
16 
16 
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Exuisit ¢ 


309 


ParTIaAL List oF PRIME CONTRACTORS AND SUBCONTRACTORS FOR WHom BENRUS 
MANUFACTURED DEFENSE COMPONENTS OR ASSEMBLIES From JANUARY 1942 


TurouauH Jury 1945 


Acme-Lees 

Amperex Electronic Corp. 
American Amplifier & Telephone 
American Phenolic 

American Safety Razor 
Anti-Corrosive Corp. 

Atlas- Ansonia 

Bendix Aviation Corp. 
Balerank, Ine. 

Borg Products, Ine. 

Chase Brass & Copper Co., Inc. 
Chelsea Clock Co. 

Collens Instrument Corp. 
Cincinnati Advertising Products 


Connecticut Telephone & Electric Co. 


Corbin Screw Corp. 
Crosley Corporation 
Dictaphone Corp. 

Doeleam Machine Tool Co. 
Eastman Kodak 

Easy Washing Machine Corp. 
Eclipse Aviation Corp. 
Edison, Thomas A. 

Elgin National Watch Co. 
Frankford Arsenal 

Friez Instrument 

General Electric Co. 


General Motors Corp. 
Hofmann, Alfred 
Hurd-Lock 

Jaeger Watch Co. 
Kollsman Instrument Division 
King-Seeley 

Liquidometer Corp. 
McGraw Electric Co. 
Metal Products Corp. 
National Cash Register 
New Haven Clock Co. 
Oiljack Manufacturing Co. 
Perfex Corp. 

Pollak, Ine. 

Singer Manufacturing Co. 
Sperry Gyroscope Co. 
Springfield Ordnance 
Teleoptie Corp. 

Tungsten Contact 

United States Instrument 
United States Time Corp. 
Underwood-Elliot-Fischer 
Waltham Watch Co. 
Waldes Koh-I-Noor 
Willys-Overland Motors 
Yale & Towne Manufacturing Co. 





Exurisir D 


SIGNIFICANT EXAMPLES OF BenRUus Watcu Co. ASSISTANCE TO GOVERNMENT 
ARSENALS AND DEFENSE CONTRACTORS 


(1) Springfield Ordnance requested Benrus to direct the manufacture of the 


M-~1 elevating pinion. 


The company suggested a change in the pinion shape so 


that it would be possible to cut it on any standard pinion cutting machine. A 
sample was submitted to Springfield Ordnance, which accepted the design. 
Benrus supplied several companies with a standard cutter so other companies 
could get into the manufacture of these parts in the shortest possible time. 

(2) Benrus also developed a method of re-cutting pinions which had been 


produced by other companies and rejected by Springfield. 


Through this method, 


the company repaired approximately 50,000 pinions which were vital in the 


assembly of the final item. 


(3) During early stages of production of the T—47 fuse, there was no mechanism 
for checking the breaking point of the arming stem and washer assembly. A 
“pull test”? machine was developed and built by Benrus, and was approved by the 


Springfield Ordnance. 


(4) The New Haven Clock Co. requested the assistance of Benrus in setting of 


Barber Coleman pinion hobbing machines. 


A New Haven Clock representative 


spent a considerable length of time in the Benrus pinion department observing 


operation of these machines. 


Later, a Benrus representative visited the New 


Haven Clock plant and instructed them in the techniques of making fine adjust- 
ments necessary to produce acceptable precision pinions. 
(5) At the request of Waterbury Clock Co., Benrus taught its employees to 


make the escape wheel for the M-111 mechanical time fuse. 


In order to assist 


that company in getting into production and to give their employees the necessary 
background, Benrus made special cutters and arbors for them, which permitted 


Waterbury Clock to produce the assembly. 


Up to the time Waterbury Clock 


was able to produce these parts successfully, Benrus made many tens of thousands 


of them with its own tools. 


(6) During the war, Waterbury Clock encountered difficulty in the successful 


manufacture of a part for British mechanical time fuses. 





At the request of 
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Waterbury Clock, Benrus tooled up and delivered these parts in substantial 
quantities until Waterbury was able to produce its own parts. 

(7) Similar assistance was given Waterbury Clock in the manufacture of the 
pallet with British mechanical time fuses. In the production of this item, too, 
Waterbury was encountering a mechanical difficulty in the finishing of the pallet, 
particularly in the grinding and polishing operations on the locking angle and the 
let-off angle. To help Waterbury with this problem, Benrus developed and 
produced sets of tools to perform the task, until such time as Waterbury was 
able to build their own tools, copied directly from Benrus. 


Exuisit E 


Breakdown of present Benrus Watch Co. personnel showing horological skills 
and required training times in United States jewel watch industry (similar to 
tabulations shown for the domestic watch industry at hearings before the Pre- 
paredness Subcommittee of the Senate Committee on Armed Services). 


Number of employees in classification 


Category A—Skills requiring 10 years’ training or more: 
methods énginesr cme! (uate re OL 
Product design engineer chief 
Other administrative and executive personnel 
Industrial engineer 
General foremen 
Foremen, departmental 
Chief chemist 


Tool and diemakers, class I 
Director of manufacturing 
Director of quality control 
Category B—Skills requiring 6 to 10 years’ training: 
Watchmakers, class I to IIT 
Tool and diemakers, class II and ITT 
Machinists, horological 
Draftsman 
Other technical personnel 
Watch adjusters, class I to III 
Category C—Skills requiring 3 to 6 years’ training: 
Watch assemblers, class I 
Multi-spindle drill press setup 
Single purpose bench machine setup 
Watch adjuster 
Draftsman 
Watch hairspring assemblers 
RR SRTIOLY SRE, 8 inte a athoinnnkneomts “bnetuaterebeneen 
Other skilied horoiowicdl WOrmere.. . nn nce ceenin dtneeonered 
Watchmakers 
Chronometer adjuster 
Category D—Skills requiring 1 to 3 years’ training: 
Automatic lathe operator 
Other hordlosical workers ....oicidstecme svat eaten dons ethaneinats 


We were awarded the Army-Navy E and subsequently three stars 
for continued excellence of production. Admiral Hussey, Chief of 
Ordnance of the United States Navy, telegraphed congratuations to 
the workers of Benrus for the superior performance of their products 
in an important Japanese naval battle. There were numerous other 
special commendations. As late as 1954 Benrus completed a contract 
for fuzes at a cost to the United States Government of $646,000. The 
next nearest bidder asked $1,309,000, and the third bidder asked 
$1,911,000 for the same work as Benrus peformed for $646,000. 

This means that Benrus employees also possess skills which are 
important to the national security. At our plants in New York City 


tet Tt et et OT 


on a 
$8 bow eb > 


NOWNRH NH wre or 


Re 
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and Waterbury, Conn., we employ hundreds of workers whose skills 
in precision production are equal to those found at any of the four 
domestic watchmakers. 

If it is important to preserve the skills of the workers at the four 
domestic producers, certainly it is equally important to preserve the 
identical skills found at Benrus. In any event, it would appear to 
be the height of folly for the Government to protect one segment of 
the American watch industry through the use of devices which directly 
injure the equally skilled workers employed by another segment. 
Yet that is exactly what is being done today. 

In determining the essentiality of the watch industry, the ODM 
has decided to appoint an advisory committee to protect the four 
American watch manufacturers—and this happened only a few days 
ago—without giving consideration to others who also made important 
contributions. What is more important is that by such action, trade 
treaties that are so laboriously effected can unilaterally be circum- 
vented. 

This leads me to the heart of the problem: Do we consider increased 
tariffs a sound technique for assisting inefficient industries which 
contribute to national defense? 

This question has been examined by many impartial and non- 
partisan groups appointed by the President, including the Bell 
Committee, the Paley Commission and the Randall Commission. 
These special study groups concluded that the preservation of a supply 
of an essential raw material or the production base of a strategic 
item should be accomplished by means other than tariff protection. 

I agree with these authorities that when assistance is justified, it 
should be accomplished through such means as placement of defense 
orders, stockpiling and other direct aids. These direct methods are 
more preferable because they would: (1) create the least disruption 
to our foreign trade relations; (2) not alter existing competitive 
conditions in the domestic market; (3) avoid penalizing 160 million 
United States consumers through higher prices, and (4) offer the 
greatest assurance for availability of critical items in time of emergency. 

Mr. Chairman, the story of the watch industry under the reciprocal 
trade program is an instructive one. On the one hand, it illustrates 
the great advantages which can be derived both in the United States 
and in a foreign country as a result of the program. On the other 
hand, it shows how the highest purposes of the program, the intent 
of Congress and the professed desires of our President, can all be 
undermined by administrative actions in the guise of customs reclassi- 
fication, defense studies, and the like. 

Swiss skills in precision machinery and instruments are recognized 
the world over. We must never forget that by eliminating the United 
States markets for Swiss watches we may very well be driving Switzer- 
land to seek outlets for their products behind the Iron Curtain. 

This committee has a great opportunity to promote the cause of 
peace and international understanding by enacting the President’s 
foreign trade program as embodied in H. R. 1. Beyond that, it has 
a continuing duty to make sure that the purposes of the reciprocal 
trade program are not offset or nullified by actions of unsympathetic 
officials in the lower levels of Government. 

As soon as the current hearings are ended, this committee might 
well consider investigating the recent actions against Swiss watch 
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imports. There is no single action which this committee can take 
that will do more to restore the reciprocal trade program to its stated 
purpose of encouraging a greater flow ot international trade. 

I thank you for this opportunity to testify. 

I will be very happy to answer your questions. 

The CuatrMan. Does that complete your statement, Mr. Lazrus? 

Mr. Lazrus. That is correct. 

The CHarrMAN. I know you have some exhibits attached to it. 
Without objection, those have been included in the record with your 
statement. 

Are there any questions? 

Mr. Foranp. Mr. Chairman? 

The CuHarrMan. Mr. Forand of Rhode Island will inquire, Mr. 
Lazrus. 

Mr. Foranp. Mr. Lazrus, during the course of your statement, 
you said that the Treasury ‘Department and the Office of Defense 
Mobilization have all made rulings or taken actions which do not fit 
in with the intent of the Congress in substantiating and supervising 
the reciprocal trade agreements program. To me that is a very serious 
charge. 

I think you ought to elaborate on that a little bit for the benefit 
of the committee, I know that you have been very closely connected 
with all the developments in the Swiss watch case, because the history 
of Benrus is known by everybody. 

But what is the basis for these charges? In just what way does the 
present application of the reciprocal trade agreements obstruct the 
intent of the Congress? 

Mr. Lazrus. I think that is a very profound question. It may take 
me just a few moments to answer it. 

I think, as do many others in this country and Switzerland, through- 
out the world, that when the American watchmakers, the four domes- 
tic manufacturers, asked the President through the Tariff Commission 
for increased rates of duty, that was all that they asked for. They 
received in full that which they asked. Subsequently, and only as 
recently as last week, as a result of studies or actions, or whatever you 
may want to call it, in the Treasury Department and in the ODM, 
notices were issued to the press that watch movements which formerly 
had been paying a rate of $3.75 per movement would henceforth be 
classified at a rate of duty of $10.75 each. That placed these watch 
movements into an exhorbitant category. 

The records will disclose that throughout the years relatively few 
movements were imported in the $10.75 category. The decision of 
the Treasury Department was a unilateral decision. Throughout the 
twenty-odd years of the Smoot-Hawley Tariff Act, the Customs 
Division interpreted these very movements to be dutiable at the 
17-jewel rate, which is $3.75. 

It seems to me that when the Treasury Department arbitrarily 
changes that rate of duty to $10.75 they have overstepped the bounds 
of good intentions. May I put it that way? 

And when the ODM simultaneously, on the same day, issues, also, 
its own news release, which in effect—I ‘will read from the Wall Street 
Journal, or I can read from the official news releases of the ODM: 


Arthur S. Flemming, Director of Defense Mobilization, today issued a Defense 
Mobilization order establishing an advisory committee on the watch industry. 
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Its function will be to recommend to him any measures which should be taken 
to maintain the domestic watch industry— 


that is the four watch manufacturers— 


in a healthy condition over a long period of time, and to assure the preservation 
of essential skills of the industry at a level sufficient to provide for the Nation’s 
mobilization base requirements. 

The committee will consist of the Assistant Secretary of State, the Assistant 
Secretary of the Treasury, the Assistant Secretary of Defense, the Assistant 
Secretary of Commerce, and the Assistant Secretary of Labor. 

I think those objectives are very nice. But why in these defense 
measures include only the four domestic watch manufacturers? Why 
don’t they seek to protect also the defense workers in other areas, 
including our own plant, for example? 

I hope I have answered your question. 

Mr. Foranp I think you have to a degree, but let me see if I 
understand this properly. 

Concerning the Treasury Department ruling on watches with more 
than 17 jewels, does that ruling, by an administrative bureau, super- 
sede a tariff regulation that the Congress itself put into the law some 
time ago? Is that your argument? 

Mr. Lazrus. My argument, yes, is that exactly; that it supersedes 
a regulation which has been in existence since the tariff act has been 
passed. It has even been tried at one time and held by the higher 
courts to be the correct interpretation. That interpretation by 
notice of the Treasury Department will be upset, and the movements 
that were up to this time classified at $3.75 each will henceforth be 
classified at a rate of duty of $10.75 each, which makes them 
prohibitive. 

Mr. Foranp. Mr. Lazrus, I know that either you or some repre- 
sentatives of your company have occasion to go to Switzerland in the 
course of your business. Have you been there since the tariff was 
increased on watches? If so, I think it would be interesting for the 
committee if you would give us some idea of the reaction you found 
there. 

Mr. Lazrus. In 1954, I was to Switzerland five times. Three 
times, incidentally, occurred after the increase in the rates of duty as 
pronounced by the President in July of 1954. 

Switzerland—and probably most of you have been there—is a 
great little country of thrifty, hard working, intelligent people. I 
find when I go there that they are frightened. Why are they 
frightened? It is true in this country when you have a change of 
practice, or you are affected in one form or another, a fellow can pick 
up and go to another part of the country or find something else to do. 
In Switzerland the worker cannot dig a hole in the ground and find 
oil. They cannot dig another hole in the ground and find either 
copper, silver, or gold. They have no vast prairies and no great 
farmlands. 

When a segment of the population is engaged in the watchmaking 
industry—and that segment runs roughly from Geneva down in the 
southwest along the French border right up to the German border, 
and comprises many towns, large and small—they have nothing else 
to do but work at their watchmaking. When a man loses his job 
in the watchmaking industry, he has nothing else to do but twiddle 
his thumbs and go on relief if the Government is prepared to give 
it to him. 
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So the reaction, naturally, in Switzerland, is not one of retaliation 
—they are a small country—but it is one of fear. You sense that; 
you feel that, whether you are speaking to the watchmakers as we do 
at the bench in my own plant, those high in the watchmaking in- 
dustry, or those high in government. There is that extreme fear of 
What are we going to do when we lose our jobs? That is the reaction 
in Switzerland. 

Mr. Foranp. The reason that prompted that question is the fact 
that I realize that the Swiss watch importers purchase their cases 
and their bracelets and many other parts right here in the United 
States. As you know, coming from Rhode Island, which we consider 
the heart of the jewelry industry, my people have been complaining 
to me that they have received correspondence from many people in 
Switzerland with whom they have been doing business, complaining 
about what has happened here, and telling of the hardships they are 
going to face, and so forth. Naturally, that has stirred up the people 
in my district who manufacture those items that are used by the 
watch industry. 

It was for that reason that I asked you if some of your people had 
been to Switzerland and to give us a firsthand report. I appreciate 
it very much. Thank you, sir. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Reed, of New York, will inquire, Mr. Lazrus. 

Mr. Reep. Mr. Lazrus, on page 8 you have a paragraph about— 
Swiss skills in precision machinery and instruments are recognized the world over. 
We must never forget that by eliminating the United States market for Swiss 


watches we may very well be driving Switzerland to seek outlets for markets for 
their products behind the Iron Curtain. 


During the last war, did not the Swiss furnish Hitler with his 
precision instruments? 

Mr. Lazrus. The answer is “Yes,” but with very many reservations. 
Switzerland was surrounded by Italy; France, that had been con- 
quered by Germany; Austria and Germany. Switzerland was com- 
pletely the center of our enemies, and that is a matter of record. I 
think our Embassy and our consulates—and our consulate, par- 
ticularly—I remember during the war years were familiar with it. 
The Swiss refused to make these time fuses and war products for the 
Germans, unless they were permitted to make them in equal, similar 
quantities for us and for England and for others allied with us. That 
is a matter of record. 

Mr. Reep. What I am concerned about, with respect to our 
national security, is that we have available here at home the necessary 
watch industries, even if they have to be subsidized, to take care of 
the precision instrument problem here in this country. I think that is 
a worry. One by one they have been disappearing in this country. 
I think national defense has a problem there. 

Of course, we can convert a company like Eastman, who perhaps 
can go a long way in furnishing precision instruments. But if we do, 
we disorganize Eastman for quite a period of time, and some of the 
workers can be shifted and some cannot be. I wondered whether this 
was intended to throw a little scare into us with regard to doing busi- 
ness with the Iron Curtain. 

Mr. Lazrvus. No, I do not think it is a scare. I think if I under- 
stood what you said correctly, Mr. Reed, you said that we felt that 
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we needed this reservoir of defense workers even if they had to be 
subsidized. I think that is a very valid statement, and a very impor- 
tantone. Naturally, you might feel that my testimony is prejudiced. 
I suppose it can be. 1 nevertheless tell you that it is given to you out 
of a lifetime of experience in the watch business. 

Mr. Reep. I am not questioning your sincerity, Mr. Lazrus, at all. 
I am looking at it purely from national defense and economic stand- 
points. 

Mr. Lazrvus. From a national defense standpoint, it is my studied 
opinion that if you drive the Swiss away, the American watch manu- 
facturers are incompetent, in spite of the fact that we graduate 
thousands of engineers from our very fine engineering schools, and that 
we should really be equipped in this country to manufacture the finest 
machinery in all the world, to make small precision instruments. 

The fact of the matter is that the American watch industry is an 
inefficient industry. They must cry on the doorsteps of the Govern- 
ment because little Switzerland, way up in the mountains, refuses to 
part with its skills and with its manufacturing techniques. 

The automobile business, the automobile manufacturers, are also 
essential to defense and do an engineering job, too. But they do not 
have to cry, nor do the airplane companies. 

Mr. Resp. I would like to ask you a question in that connection. 
Do you consider the Hamilton Watch Co. in this country an inefficient 
group? The railroads use their watches. The railroads seem to 
think that Hamilton watches are precise. 

Mr. Lazrus. That is also a good question. I will give you the 
answer in terms of a man with experience. My statement that they 
are inefficient is a correct one, and without any question, on a relative 
basis. 

Yes, the Hamilton Watch Co. is a fine American watch company. 
But it does not begin to compare with the Swiss. Never, in all of its 
history—and I am speaking of Hamilton now—have they created 
something new in the watch industry, but always copied that which 
we find in Switzerland. To this very day, they do not, nor cannot. 
You buy an automatic wrist watch which is so popular today. All 
that they use now in their Hamilton line are purchased from Switzer- 
land because they cannot make them. 

The Hamilton Watch Co. cannot and does not—and they do not 
because they cannot—make the very small movements. That is 
where you need the precision and skill. 

Mr. Reep. Do you think these automatic winding watches that 
are made in Switzerland would be as precise as the Hamilton watch 
for the railroads and branches of the Government? 

Mr. Lazrus. A railroad watch is a special watch and not very 
difficult to make. A railroad watch is a large watch, and the larger 
your instrument the greater your tolerances, and you still maintain 
your accuracy. In your small watches, you are dealing with tenths 
of thousandths of an inch. In a railroad watch you are dealing in 
dimensions that are much larger. I am talking about accuracy of 
parts. 

Mr. Resp. You are dealing with the possibility of wrecks, if the 
watch is not accurate. 

Mr. Lazrus. | beg your pardon? 
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Mr. Reep. I say you are dealing with railroad wrecks, and acci- 
dents, and killing of people. 

Mr. Lazrus. That is correct, but what I am trying to say is that 
a railroad watch is not an engineering feat. It is another product in 
the watch line. 

Mr. Reep. Have you on an automatic watch? 

Mr. Lazrus. No, I do not have one on. 

Mr. Reep. Do you think they are as accurate as, we will say, the 
Hamilton watch? 

Mr. Lazrus. Size for size? 

Mr. Reep. Yes. 

Mr. Lazrus. Size for size, I would say they are more accurate. 
Otherwise, Hamilton would not be buying them in Switzerland. 
You are speaking to me about the self-winding watch. I make the 
statement here today that Hamilton does not make a single auto- 
matic watch; that they buy all of their requirements, every last 
piece, in Switzerland because they cannot make them, and because 
the others are accurate. 

Mr. Reep. I still maintain that our watchmakers show great 
efficiency. I do not say that they are superior to the Swiss watch. 
I do not know. 

What is the differential in wages over there and in watchmaking 
in our companies here? 

Mr. Lazrvus. I cannot tell you exactly, except to say to you that 
there is a substantial differential in wages. The Swiss, incidentally, 
have a very high standard of living and I think it is the best in all of 
Europe or the highest i in all of Europe. There is a differential. The 
Swiss wages are lower than the wages paid in America. I do also 
maintain that if we examine the records, and I have them in the 
appendix and have them here with me, too, of the American watch 
companies, we can find that throughout all of the recent years since 
the trade treaty was enacted the American watch companies con- 
tinued to prosper because they had adequate protection. 

I will give you a few examples of what I mean when I say they 
prospered. The trade treaty was enacted in 1936. Here is a record 
of the Bulova Watch Co. sales from 1937 on, going up to 1954: $15 
million, $10 million, $14 million, $33 million, $46 million, $40 million, 
$38 million, $47 million, $50 million, $44 million, $49 million, $53 
million, $60 million, $69 million in 1953; and starting with $15 million 
in 1937. 

The Elgin Watch Co. 

Mr. Boces. Does not Bulova use Swiss movements? 

Mr. Lazrus. He does use Swiss movements. 

Mr. Boaes. Why do you eall them an American producer? 

Mr. Lazrus. Because today, Bulova vy judge— 
makes as many watch movements in America as either Elgin or 
Hamilton. 

Mr. Boces. How many Swiss movements does he import? 

Mr. Lazrus. I would say about 1,300,000 Swiss movements, and 
that he manufactures in this country, as my guess, about 800,000. 

Mr. Boaes. So that he imports more Swiss movements than he 
manufactures? 

Mr. Lazrus. He imports more Swiss. I have two others to go. 

Mr. Boges. These figures that you are showing, are they a combina- 
tion of both, or a breakdown? 
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Mr. Lazrvus. That is a combination of both. It is the volume of 
business that Bulova did after the trade treaty was enacted. Now 
let me read you the Elgin figures. They are practically entirely 
American. 

Mr. Boaes. Let me ask you a question. 

The CHarrMAN. Let him go ahead. Mr. Reed had not finished. 

Mr. Boaes. Just one question: Do you use Swiss movements 
exclusively? 

Mr. Lazrvus. Yes. 

Mr. Boaes. Are the cases made in this country? 

Mr. Lazrvs. All of our cases. I would say that 99 percent of our 
cases and 95 percent of our bracelets and all of our display boxes 
and all of our advertising and window displays are made in this 
country. 

The CuarrmMan. Go ahead, Mr. Lazrus. 

Mr. Lazrvus. I want to give you the figures on Elgin, starting with 
1937; volume of business: $11 million, $6 million, $9 million, $20 
million in 1943, $21 million, $20 million, $17 million, $22 million, 
$28 million, $27 million, $30 million, $42 million, $50 million, and 1953 
the volume was $56 million. This is all since the trade treaty. 

Here is the record of the Hamilton Watch Co. In 1937 the volume 
was $7 million, $5 million, $6 million, $10 million, $11 million, $11 
million, $10 million, $15 million, $19 million, 1948, $18 million, $19 
million, $17 million, $19 million, and in 1953 it was $33 million. 

So, you see, the record of the American watch manufacturers even 
under the trade treaty is a record of continuous growth in sales. 

I could also read you their net profits or their profits before taxes. 

Mr. Reep. Mr. Lazrus, in regard to Hamilton Co., who buy 
these automatic self-winding movements from Switzerland, it is due 
to the differential in wages between this country and Switzerland. 
That is the only reason they buy. If they had an opportunity for 
proper protection they could make them here. 

Mr. Lazrvus. That is not so, in my opinion. I want to tell you 
why it is not so. 

Hamilton has not made an automatic self-winding watch. Elgin 
did make one about 4 years ago, made in this country, “and withdrew it 
from the market. They withdrew it from the market and took 
back—— 

Mr. Reep. I did not understand that word. 

Mr. Lazrus. They withdrew the watch of their own manufacture 
from the market. 

Mr. Reep. Was that because they were defective? 

Mr. Lazrus. Because it did not function properly. 

Mr. Reep. That is what you said in your statement here. 

Mr. Lazrus. That is right. 

Mr. Reep. That is all. 

The CHarrMaNn. Are there any further questions? 

Mr. Esernarter. I would like to ask a question. 

The CuarrMan. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Epernarrer. Mr. Lazrus, you evidently know the watch 
industry pretty well, and you have been engaged in it for years. You 
know the record of the domestic producers. 

Your business is chiefly the assembling of watch parts. Would you 
say that those workers for you, the assemblymen, are qualified in the 
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time of emergency to manufacture precision instruments for the 
making of products in defense of the United States, and also what the 
record of your company was during World War II in supplying the 
Defense I Jepartment with precision instruments? 

That is one question with several parts. 

Mr. Lazrus. I think I can put it together pretty well for you. 
You asked whether the watchmakers who assemble our products at 
this time as watchmakers are qualified to render service to our Govern- 
ment as defense workers in times of emergency. 

For my answer, part of it appears in my statement. Still more 
appears in the appendix. It lists item by item the many hundreds of 
millions of precision watch parts which we manufactured for the 
defense effort. 

I am just going to take a moment, if you permit me, to read to you 
some of the names—I have about 40—of the companies we did business 
with. Iwill read a few names as I go down the line here. 

The Borg Products; Eastman Kodak; Easy Washing Machine Co.; 
Eclipse Aviation; Thomas Edison; Elgin Watch Co., and for whom we 
made very substantial quantities; Frankford Arsenal; General Electric 
Co.; General Motors—and these are only defense contracts that I 
am speaking of—Yager Watch Co.; Coleman Instrument Co.; Na- 
tional Cash Register; New Haven Clock Co.; Sperry Gyroscope Co., 
who, incidentally, sent us a wonderul letter of commendation which 
I wish I had time to read-to you today; the Springfield Ordnance; the 
United States Time Corp.; the Waltham Watch Co.; ; Willys-Ov erland; 
and the Yale & Towne Manufacturing Co. 

These are only a few of the companies for whom we did defense 
work in World War II and after. 

Mr. Eserxnarter. Thank you very much. 

Mr. Simpson. Mr. Chairman? 

The CHarrMan. Mr. Simpson, of Pennsylvania, will inquire, Mr. 
Lazrus. 

Mr. Stmpson. Mr. Lazrus, where is this unsympathetic adminis- 
tration you are talking about on the first page? Here you say: 

The reciprocal trade program is sometimes frustrated by unwise or unsympa- 
thetic administration * * *. 

Who is that? 

Mr. Lazrus. I did not. say an unsympathetic administration, Mr. 
Simpson. I said by unsympathetic administration; not by an un- 
sympathetic administration. 

Mr. Stwpson. Who are you talking about? 

Mr. Lazrus. I am not talking about ee when I say an 
unsympathetic administration, but I am talkin about something. 

Mr. Stmpson. Over on page 8, you talked sbieat the reciprocal 


trade program being nullified by actions of Sy eee officials in 


the lower levels of Government. Who are you talking about there? 
Mr. Lazrus. I am talking about what I mentioned elsewhere alse 
in my statement, arbitrarily 
Mr. Stupson. Who are they? 
Mr. Lazrus. In this ease, 1t was the Treasury Department. 
Mr. Srmupson. What? 
Mr. Lazrvus. In this case it was the Treasury Department. 
Mr. Simpson. You are talking about the Treasury Department? 
Mr. Lazrvus. In this instance the Treasury Department. 
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Mr. Srwpson. Are you referring now to the President’s action in 
changing this? 

Mr. Lazrus. Not at all. 

Mr. Srupson. You are referring now to the matter of the customs 
regulations? 

Mr. Lazrvus. That is correct. 

Mr. Stmpson. Am I not correct when I say that for years the Swiss 
would not allow the exporting of a watch with substitute jewels? 

Mr. Lazrus. That is correct. 

Mr. Stupson. And am I correct when I say that under those cir- 
cumstances a portion of our law, which has been on the books for 
many years, had no application because they were not shipping in 
watches with substitute parts? 

Mr. Lazrus. That is incorrect. The first part is correct, but the 
second part is incorrect. For many years, watches were imported 
into this country and permitted to come in with what are termed sub- 
stitutes for jewels, or substitute jewels. 

Mr. Stmpson. On 17 jewels? 

Mr. Lazrus. What is that, 17 jewels? 

Mr. Stmpson. Yes, over 17 jewels, with substitutes. 

Mr. Lazrus. Over 17, with sunstitutes? 

Mr. Stmpson. You say they did come in that way? 

Mr. Lazrus. Yes, we did, ourselves. 

Mr. Srupson. At what rate? 

Mr. Lazrus. At the $3.75 rate, which, incidentally, was lower be- 
fore the President proclaimed 

Mr. Simpson. Was the law being violated when that happened? 

Mr. Lazrvus. No, it is quite the contrary. 

Mr. Stupson. The law is quite clear that when they come in with 
substitutes, they will be charged with the higher tariff. 

met Lazrus. That is correct, but these do not have substitutes for 
ewels. 

Mr. Srmpson. Is it not a fact that after the change was made by 
the President, and so on, the change in the rate, the Swiss then began 
to send the watches in with less than 21 jewels, using the substitutes, 
and as soon as they got here they put a jewel in? In other words, 
was it not done to defeat that which the President did for our own 
Nation’s defense, namely, the protection of an industry right here? 

Why can you complain if the Swiss tried to get around it and we 
protect ourselves? 

Mr. Lazrvus. It is not so, sir. 

Mr. Stmpson. Will you tell me why? I think it is so. 

Mr. Lazrvs. I will tell you why. First, because the courts, and 
we will give you the cases if you want them, we will cite the court 
cases right through up to the Supreme Court, which permits the 
importer to briag in his merchandise at the lowest rates of duty 
consistent with the Tariff Act, and permits him 

Mr. Stmpson. I have to interrupt. Consistent with the Tariff Act, 
I agree with you. But to be consistent with the act, you have to 
apply the provision which was put in specifically to handle the cases 
where they did use substitute parts. 

Mr. Lazrus. That is clear. Mr. Simpson, it is clear that when you 
have substitutes for jewels, you must pay the higher rates of duty. 
I will not quarrel with the law. It is correct. But when you import 
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a 17-jewel movement, that does not contain a substitute for a jewel 
in addition thereto, you can only charge the 17-jewel rate and nothing 
more. The courts have sustained us on that. 

Mr. Stimpson. Even though you take that watch and add four 
more jewels to it? 

Mr. Lazrus. You don’t add four more jewels. I will tell you 
what you do. 

Mr. Srupson. It was done to defeat that which the President had 
done to protect the interests. 

Mr. Lazrus. It was not done for that reason at all. 

Mr. Stupson. It had not been done in the past. It was not done 
until the President, to protect our industry, did this. 

Mr. Lazrus. That is not so, sir. The records will show that the 
Benrus Watch Co. in 1946 and 1947, in 1945 and in years going back 
to the 1930's, imported these movements. You do not have to ask 
me. You can ask the people at the customhouse in the port of New 
York, and they will tell you that that is so. 

Mr. Simpson. The law was not being enforced in that day. The 
law was on the books. 

Mr. Lazrus. The law was being enforced, because I have here a 
copy of a brief which will show you this, and I will give it to you and 
give a copy to all of you. 

Mr. Stmpson. The law was on the books and was not being enforced 
by the then administrator. 

Mr. Lazrus. The courts have sustained our action even with respect 
to a watch action, brought by the Bulova Watch Co., incidentally, 20 
years ago. Bulova has seen fit now to take the opposite viewpoint, 
but the law stands. 

Mr. Stmpson. Then you are now complaining about high ad- 
ministrators in the Eisenhower administration? 

Mr. Lazrus. No; 1 am not, sir. 

Mr. Stmpson. The decision was made in the Department of the 
Treasury by Mr. Humphrey or by Mr. Rhodes. 

Mr. Lazrus. I beg your pardon? 

Mr. Stupson. The decision was made by either Mr. Humphrey or 
Mr. Rhodes, and I say they are high in the administration. 

Mr. Lazrus. That is correct. But I want to answer the first part 
of the question that you gave me. 

Mr. Simpson. I will not pursue it further, but you may answer it, 
of course. 

The CHaArRMAN. Just a minute. The committee will be in order. 
You may proceed with your answer. 

Mr. Boaes. Will you yield to me? 

The CuarrMan. No; let him answer it. 

Mr. Lazrus. In the first part of the question, you asked me whether 
or not we bring in these movements and then put 4 jewels into them 
to make them 21 jewels. My answer to you is that we do not do 
that. We do not put jewels into a watch. We go through a re- 
manufacturing operation that requires the highest of skills. And in 
that process, we are giving work to American men and women. 
Those are the same men and women who contributed to the Benrus 
defense effort throughout the years. 

So we do not put jewels into the watch movements. 

We remanufacture. Now, why do we remanufacture? Because 
the difference in rate of duty between $3.75 and $10.75 is an exorbitant 
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rate of duty. The difference is great. It would just be an oppor- 
tunity to employ American men and women to remanufacture 
watches to higher jewel count. I can’t see anything wrong with that. 

Mr. Simpson. That is right. You did it to get around the fact 
that the Swiss did not do it in Switzerland, and they did not want to 
do it because they did not want to pay the higher import duty. 

Mr. Lazrus. Who would not pay it? 

Mr. Simpson. Switzerland. 

Mr. Lazrus. They do not pay it. 

Mr. Stmpson. You know what I mean. 

Mr. Lazrus. No, sir; it is not because I did not want to pay the 
higher rate of duty. It was because it was commercially more profit- 
able to make a part of the watch here after 1 imported and not to 
evade paying rates of duty. Rates of duty are fixed. 

Mr. Simpson. You preferred to buy them at $3.75 and put the 
extra work here with the American workmen instead of paying the 
higher rate and getting them made by the Swiss? 

Mr. Lazrvus. That is right. 

Mr. Simpson. In other words, the American workmen whom you 
described as incompetent a bit ago could do that? 

Mr. Lazrus. No, I didn’t use that. I said the American watch 
manufacturers were incompetent. I didn’t say the American watch- 
makers were incompetent. 

Mr. Stmpson. Are you now complaining that H. R. 1 is all right, 
but that we should amend it now to change this that you complain 
about? 

Mr. Lazrus. I say that H. R. 1 is all right, a hundred percent. But 
I also state that I think that it would be wise for the proper safeguards 
to be placed around H. R. 1 so that individuals, even up high in the 
Government 

Mr. Simpson. Just a moment. 

Mr. Lazrvus. In their judgment are not permitted to make these 
extravagant changes, when the President himself in order to make a 
change gets recommendations and then studies it, and it becomes a 
function of the President. 

I say that it is not wise to permit individuals in any department of 
government to make unilateral decisions that will nullify the intent 
of Congress in writing the Trade Agreements Act. And Administrator 
Stassen sat here this morning and—— 

Mr. Stimpson. Do you recommend an amendment to this bill that 
will deny the President, the Secretary of the Treasury, and Mr. 
Rhodes, the right to do what they have already done? 

Mr. Lazrvus. I would not like to do that at all. But I would like 
to have the President retain his right to do what he has done. 

Mr. Simpson. In other words, you approve of what he has done? 

Mr. Lazrus. I approve of what, sir? I approve of what the 
President has done, you bet I do. 

The Cuarrman. Mr. Boggs, of Louisiana, will inquire. 

Mr. Boaes. I want to get this straight in my own mind. You are 
not complaining about this 50 percent increase on the duties of Swiss 
watches? 

Mr. Lazrus. Not a bit. 

Mr. Boaes. Do you approve of it? 
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Mr. Lazrus. Well, I do not approve of it, and at the same time I 
do not complain about it. I do not approve of it because of the record 
that I read to you of the three American watch manufacturing 
companies. 

Mr. Bocas. Let me get it straight. You have been testifying here 
for an hour. My whole impression of your testimony was that this 
increase of 50 percent was highly detrimental to the economy of 
Switzerland, and that it was not justified. 

Mr. Lazrvus. I don’t recall saying that at all, sir. 

Mr. Boaes. I may be putting words in your mouth, but I certainly 
did not get the impression that you approved of the 50 percent increase 
in the tariff rates on watches. 

Do you approve of it? 

Mr. Lazrus. Well, dear friend, I would like, if you will permit me, 
to answer your question by asking you a question. 

Mr. Boaes. Go right ahead. 

Mr. Lazrvus. If you were in business and you were suddenly faced 
with a decision that the rates of duty on the product which you have 
been handling, rates of duty that had been in effect for 19 years, were 
going to be increased by 50 percent, if I were to ask you if you would 
like it, I daresay you would say no, you don’t like it. 

Mr. Boaes. Definitely not, and I would also tell you I did not 
approve of it. 

Mr. Lazrus. But I accept it and we will try to live with it the best 
way we can. The record shows watches imported have gone down 
25 percent. 

Mr. Boages. Apparently you do not like the word approve. Let 
me put the question another way. Do you think this has been a good 
thing for the watch industry? 

Mr. Lazrus. Which segment of it? It has been a good thing for 
the watch industry for the 3 or 4 American watch manufacturers. It 
has been fine. It has had a certain detrimental effect on the many 
hundreds of importers in this country, of whom we happen to be one. 

Mr. Boaas. Let me carry on, then. 

Mr. Lazrus. Let me finish. 

Mr. Boaas. I do not see why you do not answer my questions 
directly. 

Mr. Lazrvus. Do you want me to answer it directly? 

Mr. Boaes. Yes. 

Mr. Lazrus. Maybe I did not understand it. 

Mr. Boaes. I am trying to find out whether you think this has been 
a wise thing, to increase this tariff 50 percent. 

Mr. Lazrus. I cannot answer that question, except by qualifying 
it. I can only answer your question by saying that the increase in 
rates of duty has been highly detrimental to my business; that the 
record shows that the entire Swiss watch industry in 1945 imported 25 

ercent fewer movements than they did in 1953; that the volume of 
Laceue of the Benrus Watch Co. went down from 1,250,000 units in 
1953 to 800,000 units in 1954. Thathas been the result, in a measure, 
and in substantial measure, of the increase in the rates of duty on 
Swiss watches. 

Mr. Boaes. Then from the point of view of the Benrus Co., do you 
think it was wise? 

Mr. Lazrus. You will have to tell me what you mean by wise, sir. 
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Mr. Boges. Do you approve or disapprove of this increase? 

Mr. Lazrus. Insofar as the Benrus Watch Co., and the effects that 
it has had on our volume and on our profits, I disapprove. With 
respect to the action that was taken by the President of the United 
States in his good judgment, I approve. 

Mr. Boges. Would you approve if the President of the United 
States were to increase it another 50 percent tomorrow? 

Mr. Lazrus. You are placing a hypothetical question? 

- Mr. Boaas. Yes. 

Mr. Lazrus. Before I said yes or nor, I would have to know all the 
circumstances that surround the President’s decision to increase the 
rates of duty another 50 percent. Without knowing the circum- 
stances, how can I tell you whether I approve or I disapprove? 

Mr. McCarrny. Will the gentleman yield to me for a question? 

Mr. Boggs. I will vield to the gentleman. 

Mr. McCarruy. The President’s proclamation issued in connection 
with the 50 percent increase stated that he had done it in the interest 
of the watch industry in the United States. Is it your opinion that 
the watchmaking industry in this country, or the watch industry 
generally, was helped or hurt as a result of ‘the 50 percent increase in 
the tariff on imported Swiss watches? 

Mr. Lazrus. Any time you make me, and I will say the industry, 
the Swiss watch industry, pay more for my product, and cause my 
competitors, meaning these 3 or 4 American watch manufacturers not 
to suffer that increased cost, I would say to that extent a segment of 
the industry had been hurt, and another segment of the industry had 
been helped. 

Mr. McCarruy. How does it balance out? In the industry as a 
whole, taking into account both segments, how would it balance 
out? Was there more harm done than help given? 

Mr. Lazrus. | beg your pardon? 

Mr. McCartuy. How did it balance out? 

Mr. Lazrus. I cannot tell you how it balanced out for my com- 
petitors, because this is all new. It only happened in July. Only 6 
months have elapsed. Their statements have not yet been issued, 
their financial statements, But in our case, our volume of business 
dropped from 1,250,000 units in 1953 to 800,000 units m 1954. 

Mr. McCarruy. The second part of the proclamation gave as a 
collateral reason the consideration of defense. Do you think that as 
a result of the increase in tariff our defense position in terms of 
skilled workmen and the potential supply of workmen, material, and 
equipment to manufacture precision movements was helped? 

Mr. Lazrus. Did that protect them? 

Mr. McCarrtuy. The collateral argument was made that this 
increase was justified in terms of the national defense. 

Mr. Lazrus. Yes. 

Mr. McCarruy. Do you think that was valid? 

Mr. Lazrus. If our domestic watch manufacturers demonstrated 
their ability, the ingenuity that the automobile companies demon- 
strate, that the airplane companies demonstrate, and many other 
companies demonstrate, to manufacture without leaning on some 
foreign, small nation, I ‘would sa the country’s increase in rates of 
duty would have been a help to them in the sense that it would have 
given them greater earnings even though it penalized 160 million 
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consumers. But it would have helped them. Whether it is going to 
help them enough to make them ingenious and creative, I cannot say. 
But the record up to now proves that they have not. 

Mr. Boaes. I am trying to find out whether or not you are for 
H. R. 1 

Mr. Lazrus. Yes, I am. 

Mr. Boaes. Why are you for it? 

Mr. Lazrus. Well, I am for it because it will promote better inter- 
national relations. It will raise the standard of living all over the 
world, and, accordingly, raise the standard of living in the United 
States. It will help us achieve all of those things which we all want 
to be achieved, and it can be done through reciprocal trade; if I will 
buy from others that which they are most proficient in manufactur- 
ing, even though the prices are cheaper and lower than the prices that 
we can make it for in our own country, I am in the first place giving 
160 million people the benefit of lower prices right away. 

If a man buys a watch for $10 less or $7 less or $5 less, or whatever 
it may be, he has $5 left in his pocket with which to buy something 
else. But if I saddle that fellow with an extra $5 or $10 in duty, and 
he buys the watch, he hasn’t got that $5 or $10 left with which to go 
out and maybe buy even a pair of shoes, because we have seen in- 
stances in our long business career w here a fellow would rather buy 
a watch than his baby a pair of shoes. 

So if we will make automobiles and airplanes, food supplies and 
office equipment, like IBM, Burrough’s, and typewriters—you can go 
through it—and farm products, if we can make all of those cheaper 
and then send them to others, they to buy from us and we to buy 
from them, | would say that everything would accordingly cost us 
less, and raise our standard of living, because we would be able to 
buy more with the dollars that we get in our payroll envelopes at the 
end of the week. 

Mr. Boces. You, of course, understand that the Trade Agree- 
ments Act is on the books now as part of our law. You understand 
that, do you not? 

Mr. Lazrus. Yes. Yes, indeed. 

Mr. Bocas. Then you are not complaining about the present 
administration of the act in any way? 

Mr. Lazrus. Not a bit. 

Mr. Boces. I do not quite understand your statement. For in- 
stance, on page 2, the second to the last paragraph, the whole para- 
graph but particularly the last sentence, where you say “here we find 
a further illustration” confuses me. What do you mean by further 
illustration? 

Mr. Lazrvus. It is one thing for the Department of the Treasury 
to call in the press and announce that there will be a new projected 
decision printed in the Federal Register. Maybe even with that I 
cannot quarrel. But when simultaneously, and maybe they had 
nothing to do with each other but it does not look right, on the same 
day, at the same hour, the press was called in by the ODM and they 
made the announcement that they have decided to appoint a new 
subcommittee for the express purpose of seeing in what measure the 
domestic manufacturers can be further protected, it just does not 
look right, because we think that we, too, need protection, based on 
our record of defense work throughout all of the years. 
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That statement was prompted by the fact that 2 days after the 
President’s trade speech came the announcement of the Treasury, 
and, simultaneously, a press announcement by the ODM. 

That accounts for the statement that I made of a further illustration. 

Mr. Boaes. Then would it be a fair assumption on my part that 
this language meant that you disapproved of that? 

Mr. Lazrus. I disapproved of that unilateral action. 

Mr. Boaes. But you do not disapprove of the action increasing 
the tariff rate by 50 percent? 

Mr. Lazrus. You are talking about a further tariff? 

Mr. Boaes. No; the one that occurred a few months ago. 

Mr. Lazrus. About the old tariff rate? 

Mr. Boges. That is right. 

Mr. Lazrus. I am thinking I am going back to my old answer, and 
I hope I remember it. With respect to the Benrus Watch Co., and 
all the Swiss watch companies or importers, but I know my situation 
best, the increase of 50 percent was highly detrimental, but if the 
President of the United States, in his considered judgment, decided 
that it was good policy to increase the rates of duty by 50 percent, I 
accept it. 

Mr. Boaces. But you do not think that the executive agency of the 
Government, namely the ODM, which has decided in its good judg- 
ment that it might be better to study this condition further, has had 
~— judgment? t 

Mr. Lazrvus. I do not think, and I do not know—you asked me if 
I know, and I am giving you my answer about what I think—I do 
not think that it is their function. 

Mr. Boces. That is all, Mr. Chairman. I do not know what the 
witness is for or against. 

The Cuarrman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Mr. Lazrus, your testimony is replete with rather 
strong statements. I find one on page 4, which I do not think is 
warranted. It says: 

Not one single important advance in watchmaking theory or practice has come 
from domestic manufacturers for more than 50 years. 
That is a pretty strong statement. 

How do you account for the fact that the Elgin Watch Co. has 
produced a lifetime spring for watches that no other company has 
produced? Is that not a contribution and an advance? 

Mr. Lazrvus. I think that is a contribution, and-I think that, based 
upon my experience in the watch business, it is a minor contribution. 

I want to tell you, too, that those watch springs that you speak of, 
the unbreakable watch springs, are available in all corners of Switzer- 
land today and have been for years; that Elgin—and I think if I 
were in their position I would do it, too—have taken the mainspring 
and they have used it as a merchandising feature in the same sense 
that we have created our own shock-proof device to prevent watches 
from breaking when dropped. 

We use that as a merchandising measure, with the same validity as 
Elgin does its mainspring. But, “by golly, I do not call that a major 
advance, either one of them, in the art of watchmaking. 

Mr. Mason. I do know this, that I carried an Illinois jeweled 
watch for 25 years and had to have the spring changed or renewed 
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4 or 5 times. I have carried an Elgin watch with its spring and I 
have had no trouble with it ever since. 

So in my humble opinion, not being a watchmaker, I think that 
is quite an advance. 

Mr. Lazrus. They did a good job of merchandising. 

The CuarrmMan. Are there any other questions? 

Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapuak. After listening to your statement, Mr. Lazrus, and 
the answers you have been giving to questions, I am not certain where 
to start. However, I would like to ask you this: How long has your 
company been in existence? 

Mr. Lazrus. Our company has been in existence since about 1920. 

Mr. Saptak. How long have you had a plant in Connecticut? 

Mr. Lazrus. Since 1934, I believe. 

Mr. Sapuak. You had a plant in 1934? 

Mr. Lazrus. It is the same plant, incidentally, that is there now. 

Mr. Sapuak. It is the same plant? 

Mr. Lazrus. The same plant, yes. 

Mr. Saptak. Since 1934, did you import the Swiss movements 
that go into the watches, or did you make them at the plant in 
Connecticut? 

Mr. Lazrus. Throughout all of the years, while we were in Water- 
bury, and still are, been manufacturing all of our cases, watch cases, 
all of our watch bracelets, and have been manufacturing most of our 
defense work. We have had made, throughout a number of years, 
some watch movements which were not an important part of our 
production in Waterbury, Conn. 

We have had employment in Waterbury varying from some four 
or five hundred to fourteen or fifteen hundred, depending on the 
amount of defense work we have had and depending on the amount of 
civilian work we have had. 

Mr. Saptak. During the wartime period, and we will call it 1941-46, 
did you also continue to manufacture watches? 

Mr. Lazrus. No. From 1941 to 1946, I daresay—I have some 
records of it somewhere—90 percent of the work done by our twelve 
or fourteen hundred employees was strictly and entirely defense 
work. 

Mr. Sapiak. Was that not also true of all of the other watchmakers 
and clockmakers during that period? 

Mr. Lazrus. Yes, indeed. 

Mr. Sapuak. Did it not provide a wonderful opportunity for the 
Swiss, then, to flood our markets, because during that long period 
of time during the war, you manufacturers could not make Swiss 
watches since you were devoting, as you say, 90 percent of your 
work to the defense production? 

Mr. Lazrvus. That is right. 

Mr. SapiaKk. Now, let me ask this question: Are you of the opinion 
by virtue of that experience, and of your vast experience in the watch- 
making industry, that we ought now to abandon all of those skilled 
workers, incompetent as you have termed them, in case of an emerg- 
ency which may come? Do you feel that we ought to rely completely 
on the Swiss manufacturers who make Swiss watches, and the skills 
which they have in making time devices, to depend on them entirely 
and foresake the skilled men in your industry here, or do you feel 
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that there ought to be provision in either this bill or in the Defense 
Production Act protecting our domestic skilled workers in the case 
of an emergency? 

Mr. Lazrvus. I want to preface my answer with two statements. 
One is that I did not say that the American defense worker was an 
incompetent or inefficient worker. He is the best I have seen any- 
where, and I have been around, too. 

I did say that the American watch manufacturers were inefficient 
manufacturers, and that they failed to take advantage of our vast 
reservoir of engineers and skills that we graduate from our technical 
schools each year, and that they depend on little Switzerland for those 
technical skills and for those special precision machines. 

We hope to be able to make them here. 

Next, I did not say that we ought to depend on Swiss watches to 
the exclusion of American watch manufacturers at all. I did say that 
we ought to, if we are considering protecting the skilled worker, and 
your question was referring to the skilled workers in our plant and 
referring to the skilled workers in the other plants, Hamilton, Elgin, 
Bulova, about should we scatter those workers to the four winds and 
make our defense efforts suffer thereby, that my answer to you is that 
it would be a serious mistake. 

It is the heart of my argument. I say if you want to preserve the 
defense workers for our defense effort, why do you want to throw them 
out of my plant? I had 1,400 of them. Why do you want to put me 
out of business? Protect us all. I will try to finda way. There are 
perhaps ways of doing it. But it is not by discharging my employees 
because I am not doing any business. 

Mr. SapuaKk. Mr. Lazrus, may I ask you this question: Is your 
company in Connecticut unionized and organized? 

Mr. Lazrus. Yes, it is. We have two unions there. One is an 
A. F. of L. and the other is the United Automobile Workers Union of 
the CIO. They have the bulk of our workers, and the toolmakers are 
in the A. F. of L. 

Mr. SaptaKk. My question now is this, and you can answer it as 
far as you wish to go with it: Are you of the opinion that the employees 
of your plants, and, of course, I refer specifically to the Connecticut 
plant since that happens to be in my district, in Waterbury agree with 
your statements made today to the committee? Are they of the same 
opinion as you are? 

Mr. Lazrus. Well, I do not know which statements you refer to. 
I will have to ask you because I did not submit this to our workers. 
I daresay that if I did, they would endorse it wholeheartedly. If I 
explained to them that if tariffs were increased higher, whereas our 
volume of units went down to 800,000 and we had to lay off a lot of 
employees in 1954, and if it went higher a lot of others to whom I 
would be speaking would be out of their jobs in 1955—if that is when 
the increase became effective—I believe they would agree with me. 
I daresay that I could get the UAW, if you want it—and I am making 
this statement without having consulted them—to endorse this 
statement that I have here. 

Mr. Sapuak. I would appreciate that very much. For one who is 
endeavoring to represent them, I want to confess that it makes it 
very difficult for one who was fortunate to come to the Congress 
after returning from naval service in 1946. I can recall now, and I 
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think I have somewhere in my files, thousands of letters from em- 
ployees of the watch industry in Connecticut, and the clock in- 
dustry, begging the Congressman at Large to help them, and com- 
plaining about these types of agreements which are putting them out 
of work. 

If you can get that, I would thank you very much, because it would 
help me in the determination to be made on this bill by me, especially 
in view of your testimony. 

Mr. Lazrus. I shall endeavor to get it. I said I believed they 
would give it to me. I cannot speak for the UAW, but I will make 
the effort and let you know one way or the other. 

The CuarrMaNn. Are there any other questions? 

Mr. Curtis of Missouri will inquire Mr. Lazrus. 

Mr. Curtis. Mr. Lazrus, by and large do your employees have the 
same type skills as employees of the four domestic watch companies 
who manufacture their own works? 

Mr. Lazrus. The answer to that is yes. There may be some minor 
reservations. They may place emphasis on precision in the manu- 
facture of certain wheels or pinions. I have to place that same identi- 
cal emphasis in the precision with which we make our watchcases. 
What use is there to have a very fine precision movement housed in 
a watchcase that will leak dust, moisture, and anything else, and 

cause that precision movement to stop overnight or after a few weeks 
of wear? 

Mr. Curtis. Mr. Lazrus, I cannot answer that question, but I do 
now want to ask you this: It seems to me, just as a layman observing, 
that there must be different skills required for making the works of a 
watch than otherwise. It would seem to me to be obvious that there 
are different skills. 

Mr. Lazrus. I want to tell you that a very substantial part of the 
skills rest in the toolmaking, in a smaller measure to the boys, girls, 
men, and women who sit at the benches—that it rests in the tool- 
making department, and the toolmaking department in our company 
runs anywhere from 80 to 125 men, and those 80 to 125 men are the 
very same men who do our precision defense work. 

Mr. Curtis. Please, Mr. Lazrus, I am trying to understand this. 
There is no question but what they can go to precision work. Ap- 
parently they did. But let me put it this way: Did they do the same 
type of precision work on war instruments that these other companies’ 
employees were doing? 

Mr. Lazrus. The answer is “ Yes. 

Mr. Curtis. So as far as converting from peacetime production to 
war production, the skills that your people possess were the skills 
that the Military Establishment needed? 

Mr. Lazrus. The answer is ‘Yes,’’ as evidenced by the record. 
Incidentally, I believe appended to my statement you have a record 
of the types ot items we made. You will find that they are identical. 
They coincide with what was made by Elgin, Hamilton, Bulova, and, 
to a small extent, Waltham. 

Mr. Curtis. Now I would like to direct your attention to some- 
thing that concerns me a great deal more. That is the procedures 
that you complain about on page 8 where you say the intent of the 
Congress and the professed desire of our President can all be under- 
mined by administrative actions in the guise of customs reclassifica- 
tion, defense studies, and the like. 
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In the next paragraph, again you say the same thing, that the 
purposes of the trade program, so that they will not be offset, are 
nullified by actions of unsympathetic officials in the lower levels of 
Government. 

I am deeply concerned about that. That, of course, is one of the 
major problems, I would say, of the Congress. That could happen 
either way. As a matter of fact, we received complaints that the 
lower echelon has not been carrying out the intent of the Congress 
in the other respect. So I come now to procedures. 

Did you have an opportunity of presenting your side of this picture 
to the Defense Department and ODM before they made their de- 
cision? That is a simple question. 

Mr. Lazrus. You asked a 

Mr. Curtis. That is a very simple question. Did you or did you 
not? I will let you answer how you did, but you can answer whether 
you had the opportunity. 

Mr. Lazrus. Well, with respect to the decision that just came from 
the Treasury Department? 

Mr. Curtis. No, sir. I said in respect to ODM and the Defense 
Department making their decision in regard to the needs for the de- 
fense of this country to have these skills available in this country. 
Did you have an opportunity of presenting your side of the case before 
the Defense Department and ODM before they reached the decision 
which you refer to on page 5 of your statement? 

Mr. Lazrvus. I did not, sir. I was not invited, and I am not at 
this time complaining about it. I was not invited, sir, oa this news 
release, or this other release referring to this protection and the setting 
up of the new committee. That was made without consultation with 
us or anybody else in the Swiss watch business as far as I know. [| 
know in our case, we were not. 

Mr. Curtis. I am deeply concerned about that. Were you given 
an opportunity to have your side of the case presented, or whatever 
position you might have taken, in regard to the increase of the tariff? 

Mr. Lazrus. I was not invited to appear before the Treasury. I 
had heard rumors. You know how these things have a way of spread- 
ing around. 

Mr. Curtis. You did not receive an official invitation? 

Mr. Lazrus. No, I heard'the rumor. Accordingly, I called up and 
received an appointment, very courteous treatment and attention. I 
would say that the two gentlemen I talked to gave me all the time I 
wanted, but it was at my own invitation. 

Mr. Curtis. You are referring to the last change of the reclassifi- 
cation. I was referring to the original increase that the President 
permitted, this 50 percent. 

Mr. Lazrvus. Somebody is going to follow me who is better qualified 
than I am. 

Mr. Curtis. You are the one who is best qualified to answer what 
you did. I am asking whether or not you and your industry were 
given an opportunity to participate before these deci isions were made. 

Mr. Lazrus. Before the President made his decision? 

Mr. Curtis. Yes. 

Mr. Lazrus. Yes, indeed. We had every opportunity to appear 
before the Tariff Commission and make our representations. 
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Mr. Curtis. And you did do that? 

Mr. Lazrus. We did, yes. 

Mr. Curtis. I am happy to hear that. 

Now, on the reclassification, you say on that you were not given a 
formal notice, but that you heard about it and you did appear? 

Mr. Lazrus. I only heard about it by rumor. 

Mr. Curtis. The next question I would like to ask is this: You 
allege this was an arbitrary decision made in spite of the fact that you 
did present the case that you have presented here. You do have an 
appeal from that, do you not? 

Mr. Lazrus. We have the right to protest, yes. 

Mr. Curtis. And you are going to make the protest? 

Mr. Lazrus. We are going to make the protest. 

Mr. Curtis. In other words, the procedures are there. Do you 
think those procedures are adequate to get your point of view across? 

Mr. Lazrus. Yes, but they are long and drawn out. When this 
order becomes effective, I may no longer pay $3.75; I must pay $10.75, 
and if I do not like it I can protest. If I lose the case, I will lose the 
$7 additional per movement for all of those I imported, and, according 
to my attorneys, it will take a couple of years to try the case, first in 
one court and then in another. It has to go through appeal. 

Mr. Curtis. Our procedures are that technical that there is no 
way of protecting you in the interim? 

Mr. Lazrus. No, I am obliged by practice throughout the years to 
pay the higher rate of duty and protest if I do not like it. 

Mr. Curtis. But there are procedures which will enable you to 
get your case presented further? 

Mr. Lazrus. There is a procedure even though long and drawn out. 

Mr. Curtis. Do you have any recommendations as to how these 
procedures might be simplified or better handled to protect you or 
anyone else, for that matter, who might feel aggrieved or harmed by 
a preliminary decision? 

Mr. Lazrus. No, I do not, frankly. I wish I did have some recom- 
mendation to make. The only recommendation that I did have to 
make that I think is basic to my presentation is that if a decision is 
taken as, for instance, by the Treasury Department, that arbitrarily 
raises these rates of duties over what they were for the past 20 years, 
since the trade treaty—— 

Mr. Curtis. Mr. Lazrus, I was just going to raise that last point. 
You use this adjective “arbitrary’”’ and, of course, I know you mean 
that in good faith. But, actually, if you have had an opportunity of 
presenting your side of the case, it is hardly an arbitrary action if 
they have decided against you, just because they decided against you. 
But I would say this, sir. Had you not been given an opportunity of 
presenting your case, and they had decided, I would say that was an 
arbitrary action. 

Mr. Lazrvs. I will have to withdraw the word “arbitrary” and 
simultaneously tell you that this decision of the Treasury Department 
is contrary to longstanding practice, and contrary to the law. 

Mr. Curtis. That is your position? 

Mr. Lazrus. You are correct. 

Mr. Curtis. That is your position and you certainly have a right 
to maintain it. I have one final question. Did not the Treasury 
publish notice in the Federal Register of the proposed changes in 
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classification, and is not that the usual method of putting the industry 
on guard on these things? 

Mr. Lazrus. That is correct. That is correct. I do not complain. 

Mr. Curtis. That is official notice. Maybe we could have better 
procedures than that, but that is official notice. 

Mr. Lazrus. That is correct. We did receive that official notice. 

The CuarrMaNn. Any further questions? 

Mr. Simpson of Pennsylvania, will inquire again. 

Mr. Srwpson. Mr. Lazrus, a short time ago you used the word 
“remanufacturing” in connection with the watch industry. May I 
inquire what are the minimum operations which constitute remanu- 
facturing? 

Mr. Lazrus. I would like to give you the answer completely. 

Mr. Stupson. Give me the minimum. That is all | will bother 
you about. 

Mr. Lazrus. You want to know the minimum operations? 

Mr. Srmpson. Yes; I would like to know what the minimum 
operations are. 

Mr. Lazrvus. In order to give you the minimum operations, may I 
give you the standard minimum operations that are customary as a 
watch movement is being manufactured from 17 to 21 jewels, and 
then tell you what we have to do, having been manufactured at 17 
jewels, what we under our circumstances have to do, to make the 
movement 21 jewels. 

Mr. Stmpson. My question is: What are the minimum operations 
you must go through to make a remanufacture? 

Mr. Lazrvus. I think the answer will not be complete, but I will 
give it to you as you ask me for it. The minimum operations for 
transforming a movement from 17 jewels 

Mr. Simpson. That is for remanufacturing? 

Mr. Lazrus. For remanufacturing a 17 jewel movement, imported 
as 17 jewel, to 21 jewels involves a cost of somewhere between $1 and 
$2 per movement for us, depending upon the size of the movement. 
The smaller movement, the more delicate is the operation. Inserting 
jewels in watch movements is a very delicate operation. 

Mr. Stwpson. You may, of course, enlarge on the answers if you 
want to, but it is $1.50, per movement? 

Mr. Lazrus. $1 to $2, depending on the size. 

Mr. Simpson. Is it remanufacturing if all you have occasion to do 
is punch out or remove a substitute jewel and insert a new jewel? 
Is that, under any circumstance, remanufacturing? 

Mr. Lazrvs. That is without any question a remanufacturing job 
that is extremely delicate and requires a measure of skill. Do you 
want me to explain the skill to you? 

Mr. Smwpson. You need not, unless you care to. 

Mr. Lazrus. If you want me to, I will be happy to. It is a large 
measure of skill that is involved. 

Mr. Simpson. All right, sir. And the cost would run between $1 
and $2 on the average? 

Mr. Lazrvus. That is correct. 

Mr. Srmupsown.. For those $1 or $2, in the process of remanufacturing, 
you would stand to gain by using the substitute jewel between the 
$3.25, which you would have to pay duty, with the substitute jewels, 
and the $10.75 if the substitute had not been used? Is that correct? 
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Mr. Lazrus. Do you mean I stand to gain somewhere between the 
$10 cost and the $3.75 duty? 

Mr. Stupson. Between the $3.75 duty and the $10.75 duty, some- 
where in there you stand to gain? 

Mr. Lazrus. That is not correct, sir. 

Mr. Stmpson. That is what the figures look like to me. 

Mr. Lazrus. I can take a moment to explain. 

Mr. Simpson. Go ahead. 

Mr. Lazrus. Whereas it costs us $1 to $2 to remanufacture this 
movement from 17 to 21 jewels, because we have to take down, so to 
speak, a finished movement, in the process of manufacture in this 
country by Elgin, Hamilton, or Bulova, the cost of 4 jewels over 17 
jewels in the course of manufacture is a matter of 20 cents total for 
the 4 jewels. So 1 am not competing against that $5 saving that you 
talk about. I am competing against a 20-cent cost as compared with 
my $1 and $2 cost. You will ask me, ‘‘Well, under those circumstances 
is it not unprofitable for you to handle these 21-jewel watches?” 
The answer is yes, it is very unprofitable for us to handle them, but 
when my salesman goes into a jewelry store and the customer says, 
‘Have you 21-jewel movements?” we cannot say, ““No; we do not 
have them;” that only Hamilton, Elgin, and Bulova may have them. 

You would be putting us in the same position as if the Government 
went to Studebaker and Packard and said, ‘‘See, here, you may only 
make 6-cylinder cars of 100 horsepower, but Chrysler, General Motors, 
and Ford, you may make 300 horsepower, and 8- and 12-cylinder cars.” 

Mr. Simpson. | want to establish that in the trade, remanufac- 
turing involves only somewhere between $1 and $2. Did I under- 
stand you to say you are providing a lot of work for American work- 
men in the manufacturing of watch cases? 

Mr. Lazrus. That is correct. 

Mr. Simpson. And you are doing that while you are protected 
by a tariff, are you not? 

Mr. Lazrus. No. No, and positively no. The watch case in- 
dustry in America is an efficient industry. It is not because we make 
them, but I speak 

Mr. Stwpson. Are you a member of the American Watch Associa- 
tion? 

Mr. Lazrvus. That is correct, sir. 

Mr. Srmpson. Are you a member of the Association of Watch Case 
Manufacturers? 

Mr. Lazrvus. That is correct, sir. 

Mr. Smmpson. Of course, you were down here, through them, in 
protesting the inclusion of the case manufacturing in the Japanese 
proposal for a tariff reduction. 

Mr. Lazrus. I was not down here. 

Mr. Simpson. You were represented through your association. 

Mr. Lazrus. It may have been the association that was repre- 
sented, but I was not a party to it, and I was against it. 

Mr. Stwpson. That is to say, you would like to have some tariff 
cuts in the manufacture of cases? 

Mr. Lazrus. I beg your pardon? 

Mr. Stmpson. You would like to have tariff reductions made with 
the Japanese for the manufacture of watch cases, is that right? 

Mr. Lazrus. What I say is that the tariff protection that we have 
on watch cases today is adequate. I do not know anything about 
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Japanese manufactured cases. I do know something about Swiss 
cases. We make cases in America for very much less money than the 
Swiss sell their watch cases for in their country if I go there to buy. 

Mr. Simpson. | thought I was being helpful to you here and to 
your association, which is protesting the possibility of a cut in the 
tariff rate. 

Mr. Lazrus. I do not approve of it. 

Mr. Stwpson. You do not approve of it? 

Mr. Lazrus. I do not, sir. 

Mr. Stmpson. Thank you very much, sir. 

The CHarrMAN. Are there any further questions? 

Mr. Curtis. Mr. Chairman? 

The Cuarrman. Mr. Curtis. 

Mr. Curtis. Could I ask another question for information? 

The CuartrMan. We have four other witnesses here. 

Mr. Curtis. I know, but I have just been given some information 
that I would like to check with Mr. Lazrus. You, as president of 
the American Watch Association 

Mr. Lazrus. It is not I, sir. 

Mr. Curtis. Mr. Ralph Lazrus, I guess it is. 

Mr. Lazrus. He will be here. 

Mr. Curtis. Let me check this with you, because I asked some 
questions on this. 

The president of the American Watch Association, the importer 
group, in person, and Mr. Tydings appeared before the ODM Com- 
mittee investigating the essentiality of the watch industry at the 
invitation of the ODM Committee, also filed written information 
with the committee. Is that accurate, as far as you know? 

Mr. Lazrus. I am not familiar with it, sir, but other witnesses 
will follow. I am not qualified. 

Mr. Curtis. You have made some pretty broad charges, and I am 
deeply concerned it it were true that any members of the administra- 
tion should not have given you an opportunity to be heard. If this 
information is true, then this case that you have been presenting here 
to this committee, and the details of it, was adequately presented and 
you have full representation before ODM;; is that true? 

Mr. Lazrus. Mr. Curtis, I made no statement at any time 

Mr. Curtis. Did you have full representation before the ODM 
before they made this decision? 

Mr. Lazrus. Which decision? 

Mr. Curtis. On the essentiality of the watch industry. 

Mr. Lazrus. I believe we did at that time. With respect to that, 
I believe we did. But, again, I will tell you that I am not qualified 
to answer that. I was not present at the meetings. 

Mr. Curtis. You did not participate in the preparation of the evi- 
dence that you have presented? 

Mr. Lazrus. I think our company participated in it. 

Mr. Curtis. I asked if you did, sir. 

Mr. Lazrus. No, I did not participate. 

The CHarrMan. Are there any further questions? If not, we thank 
you, Mr. Lazrus, for your appearance and the information you have 
given the committee. 

The next witness is Mr. S. Ralph Lazrus. Come forward, please. 























334 TRADE AGREEMENTS EXTENSION 


Please give your name, address, and the capacity in which you 
appear. 

Mr. Lazrus. My name is S. Ralph Lazrus. I am the president 
of the American Watch Association. My address is 50 West 44th 
Street. 

May I, before proceeding, tell Mr. Curtis that I am the Mr. Lazrus 
that was down at the ODM. _I would appreciate it, after my state- 
ment, if I would be asked the same questions as the last witness. 

Mr. Curtis. I would be very happy to because I want to have 
the information. 


The CHarnMan. You may proceed, Mr. Lazrus. 


STATEMENT OF S. RALPH LAZRUS, PRESIDENT, AMERICAN 
WATCH ASSOCIATION, NEW YORK, N. Y. 


Mr. Lazrus. My name is S. Ralph Lazrus. I am president of the 
American Watch Association. Its 70 members are all American 
businessmen located in America and financed by American capital. 
Their business is to import jeweled-lever watch movements from 
Switzerland, and to assemble them in American-made cases with 
American-made attachments, put them into American-made boxes, 
and distribute them through American retail channels to the 32,000 
retail jewelry stores throughout the United States. 

These 70 members import 75 percent of the $500 million worth 
of imported jeweled-lever watches sold at retail in the United States. 
Of this $500 million only 15 percent returns to Switzerland. The 
balance of over $400 million is retained here in the United States to 
create employment, pay wages to Americans, pay American taxes 
and profits that are kept here in the United States, and to sustain 
the American retail jewelry trade. 

Our members pledge their fullest support to the extension of the 
reciprocal trade eement program, and not only for its extension 
but for its further liberalization. 

We endorse reciprocal trade because we engage in reciprocal trade. 
We actually use the reciprocal trade program of Congress as a basis 
for building and expanding our business. 

We invest our capital at home, and in some instances abroad, 
because the Congress makes it possible, and affirms, session after 
session, that our kind of business, reciprocal trade business, is good 
for the United States and, in our watch industry, it’s good for Switzer- 
land, our friendly, democratic trading partner, a country that first 
signed a treaty of friendship and commerce with the United States 
on November 25, 1850. 

Our industry, the assembling and importing of movements and 
watches from Switzerland, is a very old one, but it experienced its 
greatest growth only after the signing of the reciprocal trade treaty 
with Switzerland in 1936. From 1935 to 1953, the jeweled-lever 
industry was expanded from 1,137,533 units in 1935 to 10,615,518 
units in 1953. During that period of time, the domestic manufacture 
of jeweled-lever watches also increased from 1,393,000 units in 1935 
to 2,365,000 units in 1953, so that the program succeeded in expanding 
the entire jeweled-lever watch business, de mestic and imported. 


A careful study of the history of the industry will show that prior 
to 1936, when the high tariffs of the Smoot-Hawley bill deliberately 
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restricted the importation of watches, the industry suffered under a 
virtual monopoly of the three domestic jeweled-lever watch manu- 
facturers. 

But even with this monopoly advantage, the three failed to have 
the necessary initiative to create the kind of merchandise wanted by 
the American public. 

As a result, the business fell off to its lowest level in practically its 
entire history. The signing of the Trade Agreements Act in 1936 
gave an opportunity to the 300-year-old Swiss watch industry and 
to American businessmen to offer to the American public jeweled- 
lever watches whose movements were manufactured in Switzerland, 
new merchandise so attractive and so desirable as to create an interest 
on the part of the American public and to stimulate sales of watches 
to their present level. All that is new in the jeweled-lever watches 
offered to the American public since that data has been originated, 
created, developed, and pioneered by those concerns who imported 
their merchandise from Switzerland. The great profit that came to 
the domestic manufacturers was in their ability to slowly copy this 
merchandise that has been offered. During this entire period they 
originated nothing. 

On July 27, 1954, about 3 months before the last elections, President 
Eisenhower accepted the split recommendation of a 4-to-1 decision 
of the Tariff Commission following an escape clause hearing and 
ordered an increase of approximately 50 percent on jeweled-lever 
watches of 17 jewels or less, in effect reestablishing rates equaling 
the Smoot-Hawley rates. 

The result has been catastrophic on the entire industry. In 
September, jeweled-lever imports decreased from 1,189,080 in 1953 
to 727,543 in 1954; and in October, they were again reduced from 
1,157,603 in 1953 to 757,062 in 1954, a decrease of 35 percent. 

We have every reason to feel that the succeeding months, though 
not yet published by the Department of Commerce, will prove just 
as disastrous. Reports from retail jewelry sources show a similar 
decline in their watch sales so that there is further evidence that the 
domestic jeweled-lever watch companies have not had any benefit 
in additional sales from this increase in tariff rates. The entire 
industry has therefore suffered, particularly the 32,000 retail jewelers 
whose watch sales are their most important sales and profit business. 
Together with them, the American public has been the greatest 
sufterer, having had their prices increased up to $7.50 per watch. 

Switzerland, the greatest exporter of watches to the United States, 
and America’s best cash customer, having bought more than $1,500 
million of goods from the United States since the Reciprocal Trade 
Act has been in effect and paid cash for everything they bought, now 
finds its economy completely disturbed. 

The manufacture of watches accounts for 20 percent of the Swiss 
economy. Naturally, an industry of this size employs the greatest 
number of workers of any industry in Switzerland and there is pres- 
ently a very serious unemployment problem due to the falling off of 
watch exports to the United States. Naturally, this will reflect it- 
self in Swiss purchases from America and our tobacco, wheat, and 
cotton States sooner or later must suffer seriously through the falling 
off of business that the new increased watch tariff is creating. 
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So will the States that produce American minerals; so will the States 
that produce machinery, cars, trucks, twactors, and airplanes. These 
are all products that Switzerland has bought in enormous volume 
from the United States. 

During the years 1947-53, Switzerland bought more than $231 
million worth of American machinery and machine products. These 
were supplied from States like New Jersey, Pennsylvania, Ohio, 
Michigan, California, Illinois, and Indiana. Switzerland also bought 
$115 million of metals from the mines and mills of States like Minne- 
sota, Nevada, Arizona, and Pennsylvania. Switzerland’s bill for 
textiles and fibers purchased in the New England and Southern States 
amounted to $78 million in the same period. 

All of these sales of American products to Switzerland have been 
endangered by the tariff increase on watches. It took 18 years to 
build up a fine trade relationship with Switzerland that worked to 
the benefit of both countries, and only a few months to destroy it 
and tear it down. 

The effect of this change in rates has been disastrous not only on 
Switzerland but on countries throughout the world. These other 
countries, also our reciprocal trade partners, seeing how an important 
segment of the economy of Switzerland has been affected, fear that 
similar action on the part of the Tariff Commission and the President 
could easily upset their own economy on important items of trade 
with the United States. 

After all, if Swtizerland with its trade balance so favorable to 
America can be penalized for the success of her watch industry, why 
shouldn’t they be afraid, too? 

Certainly, I come here to offer the unqualified approval of my associ- 
ation for an extension of the reciprocal trade program. Those of us 
who have had opportunities to experience the great constructive force 
that such trade programs can provide for the economies and relation- 
ships of two countries, know the benefits which the United States can 
derive from expanding such a program. 

We also hope, however, to see reciprocal trade strengthened through 
the elimination of some of its weaknesses. 

There is real need to revise the escape clause provisions, because our 
action is unilateral and it does not give the other country an opportun- 
ity for a hearing, even when it can be as seriously affected as Switzer- 
land was through the tariff increase imposed on the most important 
item of its export trade with the United States. 

But there is an even more serious flaw in the manner in which our 
Government operates with respect to imports and international trade. 

Today there seems to be an ever-widening area of conflict between 
the principle of reciprocal trade, as noted by the Congress, and the 
actual administration of reciprocal trade as practiced by certain 
departments and agencies of Government. nt 

I am referring to the virtually unlimited power of certain administra- 
tive offices and bureaus in Washington to cancel out the intent of the 
laws of Congress, regarding the establishment and promotion of the 
reciprocal trade program. The case of the watch industry has fur- 
nished glaring examples of such an abuse of bureaucratic power 
within the past year. 

Just 1 week ago, the Treasury Department saw fit to change regula- 
tions on the importation of watches—regulations which had been in 
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effect and legally sustained since 1930. The Treasury Department is 
now threatening to impose on importers the payment of a duty three 
times higher than they now pay for the importation of certain types 
of watches. I believe that the Treasury Department by this arbitrary, 
overnight action has invaded the powers of Congress; it has destroyed 
the intentions of the reciprocal trade program. Unless the Treasury 
Department is checked by higher authority, it can surely make a large 
part of the reciprocal trade program inoperative in this manner. 

Within the Justice Department, as another illustration, officials 
have resorted to antitrust action in order to obstruct trade between 
Switzerland and America. By so doing, they pave the way for the 
same type of action against any other country. This antitrust suit is 
based on the fact that there are laws in Switzerland, a sovereign state, 
which do not conform with laws in the United States. Companies 
doing business in both countries find themselves in the dilemma of 
trying to conform with the laws of both countries. Our Justice 
Department did not even try to advise or help us, or negotiate for us, 
demonstrating a type of legal procedure usually employed by star 
chambers. The Government lawyers have obstinately given our 
members the alternative of either discontinuing their business in the 
other country, or abandoning their interests in the United States. 

We have been told that the President increased the watch rate 
of duty, the Treasury changed a regulation of 25 years’ standing, the 
Justice Department initiated an antitrust suit, because each of them 
was anxious to protect 3 or 4 manufacturing members of our industry 
which had been declared essential to defense by the Office of Defense 
Mobilization. 

Any patriotic citizen recognizes the value of nearly all factories as 
potentially essential in the defense effort of the United States. But 
surely no single tiny group of manufacturers has ever demanded such 
special attention above all others as have these 3 or 4 jeweled-lever 
watchmakers. 

If future laws by Congress and future policy of the administrators 
in the bureaus of the Government are to be based on everybody’s 
becoming the father protector of every factory that may be a potential 
recipient of a defense contract, America is surely embarked on a pro- 
gram of economic isolation as antiquated as tribal law. 

If we are determined to abandon every other principle, so long as 
we protect a potential defense factory, then we cannot establish a 
decent trade relationship with any other nation on the globe. 

We know very well that the jeweled-lever watchmakers are in- 
volved in the manufacture of certain defense equipment, either as a 
prime or subcontractor. But, so are the clock and pin-lever watch 
manufacturers, the camera manufacturers, and others who have 
developed skills in the horological industries, and in the production 
of precision and subminiature products. 

We all know that the 3 or 4 watch manufacturers have been and are 
engaged in defense manufacture. It is our contention that even with 
their so-called watchmaking skills, they make nothing that is unusual 
and cannot be made by other industrial concerns. We further con- 
tend that a careful study would show that their total dollar contribu- 
tion of such goods is infinitesimal when compared to the amount of 
defense goods turned out by the United States in any given year. 
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We further content that they have been very well remunerated for 
whatever contracts they have turned out and have grown ever richer 
through this income. We further contend that if it had not been for 
the cooperation of the Swiss who have taught them, and are constantly 
teaching them, how to make watches, providing them with machinery 
and other watchmaking supplies, including jeweled-lever movements, 
they would neither be making watches nor defense materials today. 

We further contend that if their defense essentiality goes beyond 
my description of it, higher tariffs and restrictions of importations 
will neither develop them nor protect their essentiality. And even if 
it were true that it could, this would be the wrong approach and the 
wrong method by which to develop them and their potentiality. 

Even if I were to err by my underestimating their essentiality for 
defense, I contend that higher tariffs and acts of interference and 
restriction of importation such as we have witnessed, are not the best 
methods to protect and develop the defense potentials of watch manu- 
facturers. Such methods are doomed to fail of their objective. Pro- 
tection cannot develop competitive skills, or give a backward industry 
the techr’eal and creative capacity to win over the market for civilian 
goods. The importers and assemblers did not have to make good at 
the expense of the domestic watch industry. There is no reason, 
therefore, to believe that the domestic companies will make good at 
the expense of the import and assembly watch industry. 

The AWA supports the bill under consideration and readily offers 
to supply any material you may require which will help you in securing 
the passage of H. R.1. But out of our experience we must respectfully 
add that more is required of this committee and of this Congress than 
the renewal of the reciprocal trade program. These actions against 
the American watch-assembling industry and the Swiss watch industry 
have now thrown so much doubt in the minds of our Western Euro- 
pean friends, and have created so many ill effects for our friendly 
trading partner, Switzerland, that a full review of the watch-tariff 
situation is in order. 

This review should be carried on at the same time as your investi- 
gation into the reciprocal trade agreement program itself. 

What we now have is a situation created by the executive branch 
of this administration which has shown to our European friends that 
the reciprocal trade legislation, as a law, offers no protection if it is 
administered by the rules of political expediency and local log-rolling, 
In the experience of the American Watch Association, the only way 
that this country will regain confidence in its reciprocal trade program 
is through this review of the watch tariff situation. 

Believe me, when I make this request, that I speak not only in the 
self-interest of our members, but in the interest of making the recipro- 
cal trade program successful and to restore the confidence of every 
reciprocal trade partner throughout the world. 

Thank you, gentlemen. 

The CuatrmMan. Does that complete your statement? 

Mr. Raupu Lazrvus. Yes. 

The Cuarrman. Are there any questions? Mr. Forand, of Rhode 
Island, will inquire. 

Mr. Foranp. Mr. Lazrus, on the first page of your statement near 
the end of the first paragraph, you say, “Of this $500 million, only 
15 percent returns to Switzerland.” 
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Just what do you mean by that? Does that reflect the cost of the 
movement, or the cost of the merchandise, or what is it? 

Mr. Rar Lazrus. It reflects the cost of the movements. Since 
the movements are the only items that we import, the 15 percent is 
all that Switzerland gets. The rest of the money is either paid out 
in duty or for the other items that are bought in America. 

Mr. Foranp. I think it is on page 7 of your statement that you 
mention the Justice Department having brought an anti-trust action 
against importers of Swiss movements. What does that antitrust 
suit have to do with the reciprocal trade agreements program? 

Mr. Rates Lazrus. Under the bill of complaint which we re- 
ceived—and I do not know whether my legal terminology is correct— 
there are certain conflicts. The Swiss law, for instance, fixes the price 
or the profit, rather, the profit margin that one must work on when 
they manufacture in Switzerland. In the eyes of the Department 
of Justice that is antitrust. Now we, as a concern operating in both 
countries, have a factory in Switzerland. When we operate in 
Switzerland, we are compelled to obey their laws. When we operate 
in America, we are compelled to obey the laws here. We find our- 
selves in a dilemma where certain restrictions on our operations are 
— on us by Swiss law that do not conform to our antitrust laws 
1ere. 

If we are to follow the laws here, we would not be permitted to 
work our factory in Switzerland. 

Mr. Foranp. Do I understand correctly, then, that as you have a 
factory in Switzerland and one in the United States, that in order to 
operate your factory in Switzerland, Switzerland places certain re- 
strictions upon your method of operation here in the United States? 

Mr. Raupu Lazrvus. In Switzerland, yes. 

Mr. Foranp. I suppose that also brings in some kind of a conflict 
as to taxes. Is there a tax problem there? 

Mr. Ratpo Lazrus. No. The tax problem is not too serious, 
because there is some credit given for taxes that we pay in Switzer- 
land to our taxes that we pay here, so that to that degree we do not 
have to pay double taxation. 

Mr. Foranp. Is that vice versa, the same thing applies in Swit- 
zerland? 

Mr. Raves Lazrus. I do not know, because we, being an American 
concern, are not concerned with that. Switzerland does not tax us 
on our American operation, whereas America does tax us on our 
Swiss operations. 

Mr. Foranp. But your big worry or your big trouble right now, 
as I see it, is this new action by the Treasury Department relative 
to the situation. 

Mr. Rates Lazrvus. The antitrust is troubling the industry a 
great deal, too, and with great justification, because it is rather the 
attitude more than the action itself. We can perhaps understand 
that there is a breach of law here, due to the fact that both countries 
operate under different sets of laws, and I am sure Switzerland has 
the right to have its own laws. But Switzerland has recognized, as 
I understand it—and I only speak now from hearsay—that there 
may be an area of conflict. They have shown a desire on their part 
to try to compromise this situation, and to see whether something 
couldn’t be worked out so as not to disturb at this time, particularly 
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when we have already had the one disturbance of an increased tariff — 
not to disturb their customers who are presently served. I do not 
know whether you recognize the cost of antitrust actions, both from 
a standpoint of money and from a standpoint of time, but some of 
these concerns are very small. This has placed a real burden upon 
them, and a real threat and a real worry, so that members of our 
re feel this overhanging threat that this antitrust action has 
rought. 

Had the Justice Department been willing to meet or show some 
area of willingness to see if something “anti not be worked out to 
work out the problem of American companies who have large invest- 
ments abroad, we would have had a feeling of ease that there was 
something being attempted, rather than the cold area in which we find 
ourselves operating today. 

Mr. Foranp. No doubt you heard me tell your brother a few 
moments ago, that I am prompted very much to take a deep interest 
in this subject due to the fact that the jewelry industry is centered in 
my district, and they provide a lot of the parts used by the watch 
industry. 

Mr. Raurx Lazrus. There are a great many cases and bracelets 
manufactured in Rhode Island, and we ourselves buy a great many 
from that area. 

Mr. Foranp. I know you do, because my people have told me so. 
What affects your organization naturally affects my people. 

Thank you very much. 

The CHarrman. Are there any further questions? Mr. Byrnes of 
Wisconsin, will inquire. 

Mr. Byrnes. How many companies of your association are involved 
in this antitrust suit? 

Mr. Raps Lazrus. Twenty companies have been served. 

Mr. Byrnes. And you have 70 companies? 

Mr. Raps Lazrvs. Yes, sir. 

Mr. Byrnes. Do they all have a plant here and another plant in 
Switzerland? 

Mr. Raurn Lazrus. No; they operate in many different areas, and 
yet they have all been served, and the action is rather strange. Some 
of them are just representatives, really, and have some kind of con- 
tractual arrangement where they just sell the watches of some concern 
abroad, and they are their agents here. Other concerns are just 
purchasers of watches abroad. We all operate in different areas. 
Some of us have plants abroad, and here. 

Mr. Byrnes. Is that not the same issue involved in some possible 
antitrust suit as far as the perfume people are concerned? 

Mr. Ratpx Lazrus. I do not know about the perfume people, 
but I believe there have been other actions contemplated which have 
been dropped. I recall perhaps 2 or 3 years ago they were thinking 
of starting an action on paper against Canada, on the restrictions that 
Canada places upon the exportation and manufacture of paper. There 
was some antitrust consideration. I understand in the oil business 
there have been some questions of this kind. 

Mr. Byrnes. But my point is, I do not think that the evidence 
points just to an attempt to get at the watch assembler in this country. 

Mr. Raupu Lazrus. The only reason we are led to feel a distinction 


is that when the Trade Agreements Act was first written, and we go 
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back now, I believe it is, about 20 years, the manner in which watches 
were manufactured and sold in Switzerland, and the agreement under 
which the industry operated, was attached to the trade treaty. Our 
Government has been fully aware over all of these years of the manner 
in which those people who wished to establish plants in Switzerland 
would operate. We have been one of those firms, speaking now for 
my own firm, who have made this large investment abroad, feeling 
secure in what has gone on for 20 years. 

Perhaps the present administration has seen something that other 
administrations have not seen, and we can accept that. However, 
as president of the association I am active in the industry and often 
consult the Swiss authorities, and I have been given clearly to under- 
stand that the ministry here has attempted again and again to find 
out whether they could not compromise and find some area in which 
laws could be changed in Switzerland to meet the demands of the 
Department of Justice, and they have met with nothing but a com- 
plete coldness. It places an entirely different aspect on my feelings. 
I cannot judge, not being a lawyer, whether the Government was 
justified in its case or not, but I do not justify their unwillingness 
to show a desire to help out another country who has just been hit 
by a higher tariff, which is finding difficulty in its economy, which has 
been an excellent customer of ours over all of these years, to help 
them in this threatened rather than effected difficulty. 

Mr. Byrnes. In other words, you are not questioning that there 
may be grounds for an antitrust suit here. You are not contending 
that the suit is just brought for the purpose of harassment. Your 
complaint is, as I understand it, of the general attitude that the 
Department has shown with respect to trying to work this matter 
out, both with the Swiss Government and with the industry people, 
in order to put you in a position where you would not necessarily 
have to violate the law or could comply with the laws of both countries. 

Mr. Rautpxn Lazrus. It is to protect our interests abroad, the 
interests that members of the association have abroad. 

Mr. Byrnes. Now, with respect to the recent Treasury regulation. 
Do you know if that regulation is subject to judicial review? 

Mr. Ratpn Lazrus. It is subject to judicial review. We will 
have the right to take it to the courts. 

Mr. Byrnes. Are you contending that it is an illegal act? 

Mr. Raups Lazrus. I would like to explain our great difficulty, 
and I would like to have my brother answer that question. I am 
also a member of the Benrus Watch Co., but I am president of the 
association, and I would like to handle that question. 

I wonder how long a grocery store could stay in business 

Mr. Byrnes. I wanted you to be able to answer the question, 
and I do not want to cut you off, but it is getting late and there 
are other witnesses. I did want to find out generally your complaint 
with respect to the Treasury regulation as you present it to this 
committee, which is concerned with the law in the case. My point 
is, Are you left without any appeal other than a change in the law? 

Mr. Raupn Lazrus. The appeal reminds me of a fellow who is 
offered food 4 weeks from today when he hasn’t had anything to eat 
for 2 weeks. I do not think he will live to eat that food. We have 
the right to appeal, but by the time this can be adjudicated, we 
would all be dead. 
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Mr. Byrnes. Is there not a provision for paying duties under 
protest? 

Mr. Rap Lazrvs. Well, I am going to ask you—— 

Mr. Byrnes. I am asking you. 

Mr. Raupx Lazrus. Let us face it. If I had to pay $10.75 duty 
on something that I have to compete with which costs 30 cents to 
make, or 20 cents to make, I would like to know at what price I could 
possibly sell that goods; and if, by chance, the courts held against me, 
how I could possibly pay what I would have to pay when that decision 
was rendered and I had accumulated the protest that I had. Where 
would I get the money for all of the money I would have to pay in 
duty that would be under protest? Eventually it would be returned 
to me if I won. 

Mr. Byrnes. But the Treasury also has the responsibility to carry 
out the law as it sees it, and I understand that is the basis for this 
regulation. You have a conflict between yourself and the Treasury. 

Mr. Rates Lazrus. When a law has been on the books ever since 
the Smoot-Hawley bill, which I believe goes back to 1930, and the 
Treasury Department over all of the years has accepted the principle 
and also has even gone to court and had it adjudicated, and up to 
the court of appeals and had it adjudicated, and then, in my opinion, 
and in the operation of it as we see it, be pushed, because we know 
the pressures that have been brought to bear upon them, to come to a 
decision which I do not believe they even believe in, then I have to 
have a contrary view. That is my contention. 

Mr. Byrnes. Your contention is that this regulation is in conflict 
with the court decision that has been rendered in the matter? 

Mr. Rapa Lazrvus. That is correct. 

Mr. Byrnes. Let me ask you this: You assemble and put move- 
ments in cases in your plant in this country; is that correct? 

Mr. Rates Lazrus. Yes; we manufacture no movements here 
except for the remanufacture that was explained to Mr. Simpson. 

Mr. Byrnes. That is basically a reassembling of parts, and the 
parts coming from Switzerland. 

Mr. Rates Lazrvs., I invite members of the committee, if they are 
interested, to visit our plant in New York at 50 West 44th Street, and 
see what a delicate operation is involved in the remanufacture of these 
movements, and the skill that is required to do it. Members are 
invited to come there at their will. I will be glad to show them that 
this takes skill, has costs attached to it. 

Mr. Byrnes. I am not questioning that at all. I just wanted to 
know what you did. 

Mr. Ratru Lazrus. That is right. 

Mr. Byrnes. I imagine it does take a lot of skill. 'What does your 
plant in Switzerland do? 

Mr. Raves Lazrvus. Our plant in Switzerland assembles watches, 
or movements I speak of now. 

Mr. Byrnes. They make movements? 

Mr. Raupex Lazrus. Yes, and that is not “make,” because that 
would be too broad a term, but we assemble them. The parts are 
made to our specifications at different plants. We get these parts, 
and we assemble these movements. 

Mr. Byrnes. Could you tell us why you find it advantageous, from 
a business standpoint, to maintain a plant for that purpose im 
Switzerland rather than do it here? 
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Mr. Raups Lazrvus. It is impossible to make a plant here. I am 
very glad you asked me that question, and I wish the membership 
would listen to this answer very carefully. The opportunity to go 
into the watch business and manufacture watches in America is 
practically impossible. The domestic manufacturers are completely 
responsible for it. They come before these committees and Congress- 
men and they say with great pride that they make everything. My 
brother pointed out that they have never placed 1 seat in an engineer- 
ing school or 1 chair to develop engineering for watchmaking skills. 
They even take pride in the fact that they make their own machinery. 
If I wanted to go into the watchmaking field here, there is no reservoir. 
If you want a reservoir of skills, and they wanted to create it, w hy 
don’t they create the reservoir of skills where I could go out and hire 
a man and get the machinery, and find men in that field in the dif- 
ferent machinery manufacturing plants making the machinery for 
the manufacture of watches. Why have they confined it all to their 
own area and each for themselves? 

Mr. Byrnes. I do not think you understood my question. I 
asked you why you, as a company, ‘maintain a plant in Switzerland — 
I have no ulterior motive in asking you; I want information. You 
have a plant here that does one thing, and you have a plant in Switzer- 
land that makes another thing. 

Mr. Ratpn Lazrvus. Because there is available in Switzerland 
the things that are not available to me here. That is the machinery, 
and the toolmaking, and the engineering, and the entire field is open 
to me. I can get engineers, and I can get toolmakers. 

Mr. Byrnes. And you cannot get them here? 

Mr. Rauex Lazrus. I cannot get them here. 

Mr. Byrnes. Why do you blame someone else for not being able 
to get them here? ‘You are in the business of making watches, but 
you make them in Switzerland. You do not make them here. But 
I gather that you are complaining that the reason you do not make 
them here is because somebody else in the watch business was not 
carrying on their business in a way to suit you. 

Mr. Raven Lazrvus. If you want to know what real monopoly is, 
I do not know any better description of it than that. 

Mr. Byrnezs. Do you not have pretty much of a 

Mr. Raupn Lazrus. When the opportunity to get the things that 
are required to develop a business are not open to you because it is 
consolidated within the hands of four companies, then you have real 
monopoly. 

Mr. Byrnes. What is the situation in Switzerland? I thought that 
the watchmaking industry in Switzerland was under very tight 
control. 

Mr. Raven Lazrus. In Switzerland, which is what the Antitrust 
Division criticizes, there are some 600 members in the FH., some of 
them so small that they do not employ 25 laborers. That is a hell of 
a monopoly, 600 firms in a country of 4 million people. 

Mr. Byrnes. In other words, you would contend, then, that as far 
as the Swiss industry is concerned, it is a completely open operation? 

Mr. Raurn Lazrvus. For those that are in it. 

Mr. Byrnes. I think that answers my question. Is it because 


you are part of the membership of that Swiss arrangement that this 
awsuit arises? 
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Mr. Raupn Lazrus. Yes. In our particular case that is true. In 
other cases it does not involve them in that way. 

Mr. Byrnes. Your contention is, I take it, that the watch manu- 
facturers or the movement manufacturers in this country are violating 
the antitrust law, but are not being prosecuted for it. 

Mr. Raupx Lazrvus. I am not a lawyer and I would hardly be in 
a position to judge whether they are violating the law. 

Mr. Byrnes. You just contended that they are controlled exclu- 
sively by four companies. 

Mr. Rates Lazrus. I would like to go on with my contention, 
and maybe the law does not cover what they are doing. But my 
art, as | see it—and I am engaged in this industry—I consider that 
more of a monopoly than many of the monopolies that I have seen 
won by the Department of Justice in this country. 

Mr. Byrnes. If the whole industry in this country is controlled by 
four companies, and nobody can get into the business, and you cannot 
operate in this country but have to go to Switzerland to operate, I 
would say a real monopoly exists and it would certainly be in violation 
of the law. 

Mr. Rauru Lazrus. I do not know that, because I am not a lawyer. 

Mr. Byrnes. In other words, then, the contention would be that 
you not only have a potential antitrust violation as far as the im- 
porters and the assemblers are concerned, but also as far as the 
American manufacturers are concerned. 

Mr. Raupx Lazrus. That may be. 

Mr. Byrnes. That is all. 

The CHarrMan. Are there any further questions? 

Mr. Esernarter. If I can get one thing clear, Mr. Lazrus. The 
machinery used in the watchmaking industry, is none of that manu- 
factured in the United States? 

Mr. Raupxu Lazrus. The only machinery that I know of that is 
manufactured in the United States for the watch industry is either 
machinery of a nature that is generally used in many other products, 
and not unusual in its character, or else it is made in the plants that 
manufacture the watches. In other words, Elgin, at the Tariff Com- 
mission hearings, takes great pride in the fact that they manufacture 
their own machinery for their watches. Of course, in many instances 
they are copies of Swiss machines. And Hamilton takes great pride 
in the fact that they manufacture the machinery that they use in 
their owa place. They so testify, and it is in the hearings of the 
Tariff Commission. 

Now I take it for granted and I do not know of any place where 
we could buy them; no. 

Mr. Eseruarter. None of this watchmaking machinery is manu- 
factured in the United States except by the watcn companies them- 
selves, or is purchased from Switzerland? 

Mr. Raupxu Lazrvus. To the best of my knowledge, that is true. 

The CHarrMAN. Are there any further questions? Mr. Jenkins, 
of Ohio, will inquire. 

Mr. Jenkins. I would like to have you clarify one thing for me. 
I have had the impression that the old familiar watchmakers of this 
country, that is, 1 mean the watch companies—Elgin and Hamilton 
and all of the rest of them—have lost their business very much in 
the last 10 or 12 years. Is that true? 
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Mr. Ratpx Lazrvus. I would not say that they lost their business, 
but they did not gain as much new business as they should have. 

Mr. Jenkins. Well, we have had testimony coming in here before 
us of years gone by, with reference to the big watch company in New 
England somewhere. That was Waltham. What has become of 
Waltham? 

Mr. Raven Lazrus. The Waltham Watch Co. is still in existence 
today, but in my opinion, although I understand they have been 
making a little money, they are not very likely to survive unless they 
are a lot better or do a lot better than they have been doing. I 
mean now not in what they make, but the way they sell it. 

Mr. Jenxins. Not that I want to get into actual figures, but let 
me ask you this: The Elgin, as you said before, and the Hamilton, 
and the Waltham, and 4 or 5 more, they were the watchmakers in 
this country up until, say, 10 or 15 years ago, and we did not hear 
very much about the Swiss. 

Now then, is it true, then, as to the Swiss watchworks, or the works 
of the watch, practically all of them come from Switzerland? Is 
that right? 

Mr. Raupu Lazrus. Yes; they do. May I answer your question 
as to why I think that has been so? 

Mr. Jenkins. Yes. 

Mr. Raupx Lazrus. The companies about whom you spoke, with 
the exception of Bulova, have been in business for 75 years or more 
in the United States. During my own shortlived experience in this 
industry—and it is only 37 years—I have seen them decline because 
they did not know how to be competitive. I do not mean competitive 
by only the quality of their merchandise, which I agree with Mr. 
Simpson, or Mr. Mason, or somebody that spoke of their quality, 
their quality is good, but they have not the slightest idea of what the 
American public demands in the way of merchandise. They do such 
a bad merchandising job that I am sometimes amazed at the manner 
in which they go about their business. Can I cite some examples? 

Last year, for no reason at all, when the business. conditions of the 
country showed some little sign of recession, and while the Elgin 
Watch Co. was prospering, they put a 20 percent sale on their goods. 
The result of that was to make the entire trade jittery as to just what 
was going to happen to the whole watch business, and all watch sales 
declined at that point very seriously for every company, including 
Elgin. Their statement that came out last June showed it. They 
ruined their profits by that very method of merchandising. That 
is one example. 

Let us take the Hamilton Watch Co. The Hamilton Watch Co., it 
was explained here, manufactures railroad watches, and I just said 
their product was good. I recognize it as a good product, and I accept 
it as a good product. They have always sold watches in the $50 field 
and over, as far as I can remember. 

They decided to import watches from Swtzerland, to enter into the 
lower-priced watch field. They were going to sell watches from $19.75 
up to the $50 mark, a great idea, and they had a fine name. They 
had absorbed in this attempt as I call it, to control the industry, or 
they bought out a fine firm, the Illinois Watch Co., a successful firm 
at that time, and they closed the plant and liquidated it. The 





346 TRADE AGREEMENTS EXTENSION 


Illinois watches were no longer for sale, but they still owned the name. 
So they imported these watches as [Illinois watches. 

It is a great idea, and a fine company like Hamilton, with a good 
reputation as far as the way they serviced their customers is con- 
cerned, and manufacturers of a good product, were now going to 
import from Switzerland watches and compete with those people who 
had lower priced watches, watches not of the quality of Hamilton, 
but a satisfactory quality for the price at which they were going to 
sell this goods. 

They turned around and put a great big Hamilton on the top of 
that merchandise, and you had to look with a magnifying glass for 
the Illinois. What do you think that does to the Hamilton name 
when they take a product that is far inferior to the Hamilton watch 
and put their fine Hamilton name on it? And what did they do with 
the distribution of it? Where they carefully distributed their watches 
of Hamiltion and saw that they went only to the type of stores that 
carry that kind of merchandise, what did they do? They took this 
Hamilton watch and they sold it to the worst type of competition - 
that Hamilton could possibly have. They sold a lot of them, but 
what they did to Hamilton, I would never like to have done to the 
Benrus Watch Co. 

Is the Government supposed to see that they sell 2 million watches? 
Who is going to make it possible for them to sell them, if that is the 
area in which they are going to operate? I do not care what restric- 
tions you are going to place on the selling of merchandise. We may 
all sell less watches, but you will never teach them how to sell more. 
It is impossible. 

Mr. Jenkins. I have gotten this impression, and perhaps I am 
wrong. We will start out with this statement, yours and mine, too, 
that the watchmakers of this country were then of high standard, and 
made a quality of watch that sold and everybody was proud of it, the 
Elgins and the Waltham, and they are great names in America. We 
did not hear anything much about Switzerland then or Swiss watches. 
But something has happened in the last 10 years whereby Switzerland 
has become very popular in this country. 

Mr. Ratpx Lazrvus. I want to show you what Switzerland has done. 

Mr. Jenkins. Just wait a minute now. Switzerland has become 
very popular in this country, and these big old companies, popular 
old companies, who were substantial, have gone down. Here is an 
illustration. We used to have a man who came here before the Ways 
and Means Committee almost every year for about 20 years, speaking 
for the watchmakers. Those were the men who made the watches. 
He would come down here year after year, but his testimony was to 
the effect that everything was getting smaller and smaller; and last 
year he came here and sat about where you are sitting there, and he 
was asked whether he wished to make a statement, and he said he 
just came down to bid us all goodby. He said that he had lost his 
fight and that the watchmakers were all out of work. 

That is what I am interested in. If the watchmakers of this country 
have lost their fight and lost out, then we are drawing this bill to save 
Switzerland, with its fine works and fine watches, and I should think 


we ought to be careful. We are not obligated here, the men sitting 
around this bench, to help Switzerland in any special way while we see 
our own companies going down. 
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Mr. Raurx Lazrus. I explained to you, Mr. Jenkins, that it is a 
matter of merchandising. Switzerland has not done anything. They 
did not create this market. It took the 300 importers of watches in 
America to create this market. The Benrus Watch Co. was part of 
this market. I want to give you an example, and I have a watch in 
my hand. There is nothing unusual about the works, and I can take 
a Hamilton or an Elgin watch and put it right in this case. We make 
this case in America. It is 14-carat gold, and I want you to see the 
slimness. I want you to see it. It is 14-carat gold. We sell that 
watch for a lot of money. It costs as much as a Hamilton watch. 

When you go into the store to buy it and you want to buy a Hamil- 
ton watch, it costs as much. But if you saw the Hamilton watch 
next to this Benrus watch, for the money you would buy mine. 

Why is that? When we spoke of engineering, we have sections in 
our place that devote themselves to nothing but designing the product 
that the public is going to want. We are out in the field studying 
what the public wants. We do constant research on it, and I cannot 
teach that to Elgin and Hamilton. 

Mr. Jenkins. Is this the situation: that you go to Switzerland 
because they have better watchmakers and they do it cheaper, and 
they work for lesser price, and you get your watchworks cheaper, and 
consequently you buy them in Switzerland? And poor old Hamilton 
does not make them any more. 

Mr. Raupu Lazrus. I did not go to Switzerland because Switzer- 
land made them cheaper. I went there because I cannot get them 
anywhere else. If I could buy them in America, I would be very 
happy to buy them in America. I went to Switzerland because that 
was the only source open to me if I wanted to be in the watch business; 
and as a young boy I worked for somebody in the watch business, and 
I wanted to get into the watch business when I acquired enough 
capital to do it. 

Mr. Jenkins. As strong as you are from a business standpoint and 
as much as you sell in America, and as smart as you are, why do you 
not make some arrangement to have a lot of these things developed in 
this country and make all of your watches here? 

Mr. Raupx Lazrus. Why don’t you encourage that, this Congress, 
and I will be very happy to do that. We tried to, as a matter of 
fact. We tried to buy the Hamilton Watch Co. not so long ago, and 
we think that you can make watches as cheaply here as you can any- 
where in the world. We make everything else as cheap. There isn’t 
any other item. When I go to Switzerland I see plenty of American 

oods; I see typewriters, and they make them in Switzerland. I see 

odak cameras, and they make them there. And I see automobiles, 
and they make them in Switzerland. I see American goods there. 
Every manufacturer in America, I find, is able to sell in Switzerland. 
That is because they ca manufacture cheaper than Switzerland. 

I can, too. Switzerland makes cases, and I make this case in 
America because I can design it better, and I can make it cheaper than 
Switzerland can, any day in the week. 

Mr. JENKINS. We do not need to argue this any further, as far as 
I can see, except this: I am in favor of having watches made in the 
United States, and not made in Switzerland. 
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Mr. Rates Lazrvus. I am in favor of having everything made in 
the United States, and I am in favor of having them made all over the 
world and an opportunity for everybody, wherever they live, to do 
very well, because I find when they do that, while I am buying their 
watches they are buying the tobacco that I grow; and while I am 
buying their watches, they are buying the automobiles that we make. 
I find that they bought $500 million worth of goods during this 
reciprocal-trade program from us more than we bought from them. 
And, by God, $500 million is still a lot of money, and I am glad as an 
American we got it. 

The CuarrMan. Are there any further questions? 

Mr. Srmpson. Mr. Lazrus, do you completely assemble Swiss 
watches in this country? 

Mr. Raps Lazrus. We assemble the movements into cases that 
we make in Waterbury, bracelets that we make in Waterbury, and 
boxes that we make here, and we do not assemble. The only ones 
that we reassemble, because they come assembled, are those watches 
that we remanufacture. 

Mr. Srupson. I asked you, Do you assemble completely in this 
country? In other words, do you buy many different parts and 
assemble them here? 

Mr. Ratpu Lazrus. No, sir. 

Mr. Simpson. Why do you not buy many different parts and 
assemble them here? 

Mr. Raupu Lazrvus. Because if you read the Tariff Act, you will 
find that I cannot buy the parts here, and no company will sell me 
parts. 

Mr. Stmpson. You mean no Swiss company will sell you? 

Mr. Raupx Lazrus. No American company. 

Mr. Stmpson. That is not my question. 

Mr. Rauren Lazrvs. I can bring them in from Switzerland. 

Mr. Stmpson. Can you? 

Mr. Rap Lazrvus. Yes, sir; but I will pay as much duty on that 
assembled watch, with the labor already in it, as I will pay for the 
disassembled watch without the labor in it, and I cannot afford to 
do that. 

Mr. Simpson. You cannot go into Switzerland and buy a handful 
of parts for your watches, can you? 

Mr. Raupx Lazrvus. Certainly. We import parts all of the time. 
I import parts all of the time. 

Mr. Simpson. Complete parts to assemble a watch here if you 
wanted to? 

Mr. Raps Lazrvs. I could. 

Mr. Simpson. But you do not? 

Mr. Raupu Lazrvs. I do not. 

Mr. Stmpson. Instead of that, you go abroad and use the cheaper 
labor, and you use the machines over there which you cannot bring 
into this country; is that correct? 

Mr. Raupx Lazrus. I do not know whether you can or cannot 
bring in machines into this country, because I found that during the 
war when we wanted to get into this war program 
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Mr. Simpson. There is no use taking time. You say you do not 
know whether the Swiss will permit you to buy one of their machines 
and bring it over here? 

Mr. Raupu Lazrus. No, I donot. All 1 know is that when the war 
was on, and I required machinery from Switzerland to make the parts 
that we made during the war, those machines came from Switzerland 
to make them. 

Mr. Stmpson. Parts of what? 

Mr. Raupx Lazrvus. To make the parts of the fuses that we made. 

Mr. Srmmpson. I am talking about watches. 

Mr. Rares Lazrvus. All of that machinery was watch machinery, 
or part of the watch equipment. 

Mr. Stupson. It was sold to you, or it was not sold to you, possibly. 

Mr. Raurpx Lazrvus. It was sold to us. 

Mr. Srpson. And it was limited to the use of fuse manufacturing, 
and not watch repairing? 

Mr. Raupu Lazrus. I cannot tell you whether that was so or not, 
because, frankly, I was not the one who made the purchase, but | 
know that the machinery came here and we disposed of it here, as a 
matter of fact. 

Mr. Stmpson. We pretend to be free traders and we pretend to be 
interested in the welfare of the Swiss, and the welfare of our country, 
and yet we have laws under which we do not allow tobacco seed to be 
sold outside of the United States, and the Swiss have laws under 
which they do not permit the sale of certain machines, sold in the 
United States. Now, with those limitations, we undertake to have 
reciprocity. 

Mr. Raupex Lazrvs. Let us explain to you, Mr. Simpson, that there 
is a concern by the name of Bulova Watch Co., one of the largest 
manufacturers here, and they have machinery, all Swiss, with which 
they are operating their American plants. They were not established 
by the American companies, as an American manufacturer. They 
were established by the Swiss as an American manufacturer. 

Mr. Srmpson. The Swiss are taking care of their own, and I hope 
that we take care of our own here, and I think that you do, too. 

Are you interested or would you like to have the tariff reduced on 
the watch cases? I would like to have an answer on that. 

Mr. Raupn Lazrus. I certainly would be very happy to see the 
tariff reduced on watch cases, and I would like to see the tariff reduced 
on watches, and I would like to see the tariff reduced on all items. | 
think it creates more business and more labor and more prosperity in 
the United States, and that goes for watch cases as well. 

Mr. Srmpson. All right, you would be willing to have the tariff on 
cases reduced in the Japanese agreement, where they are under con- 
sideration now? 

Mr. Raupexw Lazrvus. I would. 

Mr. Stmpson. So that you would no longer have occasion to manu- 
facture them. 

Mr. Raupu Lazrus. I am not afraid of being able to manufacture 
against Japan, or anybody else. I think that we in our watch-case 
plant can manufacture cases as cheap as anybody in the world. 

Mr. Stmpson. You think that you are now doing that? 
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Mr. Raupx Lazrvus. I think that we are doing it now. The proof 
of the pudding is that the only cases we use are the ones we make, 
and we know that they make them in Japan, but we make our own. 

Mr. Simpson. They are not shipping them in here. 

Mr. Raven Lazrus. That may be, and I am not even interested. 
I think I can beat them any day of the week. 

Mr. Stmpson. Thank you very much. 

One other question. Have you recommendations for amendment 
to this bill, H. R. 1, which will take care of these very grave charges 
that you are making against the administration of the law? 

Mr. Ratpn Lazrus. Yes, I have a recommendation to make. 
My recommendation to this committee is that after an investigation, 
I would also lodge again with the executive branch—that is, the 
President—the right to change after the laws have been passed and 
regulations have been sustained for a certain length of time; when the 
Treasury wants to make those changes, it should only be by consent 
of the President. While I do not go along with my brother that I 
am satisfied with the increase in tariffs—I certainly am not nor is the 
industry—and it is creating a great burden not only upon us but upon 
the retail trade and the consumer—I am against the higher tariffs, 
and I am sorry the President signed it, and I do not think he was 
justified in signing it. I do not think that our trade believes he was 
justified. 

Mr. Stmpson. Have you raised your prices? 

Mr. Rates Lazrus. We certainly have. We certainly have raised 
our prices. But I do not think Elgin will sell one more watch on 
account of it, because mine are going to be prettier. 

Mr. Simpson. You do not give us any figures on sales. 

Mr. Raupx Lazrus. I will be glad to submit any figures that the 
committee desires. I gave you the figures on the imports for the 
entire industry. 

Mr. Simpson. You have complete control on them, and you simply 
delayed buying because you wanted to make a good appearance here 
in front of the committee. 

Mr. Raupx Lazrus. I never heard of any businessman that had a 
sale for a product that delayed buying it. 

Mr. Stimpson. You have tae of many a businessman who antici- 


pated the possibility of just what did Soe protecting American 


business, and he went out and bought all of the parts he could ahead 
of that time; and that is why your purchases a year ago are different. 

Mr. Raups Lazrus. May I submit—we are closing our books as of 
February 1—our inventory as of February 1 last year and our inven- 
tory as of February 1 this year, and the amount of imports this year 
and last year, and let us see whether the tariff hasn’t hurt this industry. 

Mr. Stmpson. You are speaking of the American Watch Associa- 
tion, and not your own company? 

Mr. Raps Lazrus. I speak of my own company. I cannot speak 
for the American Watch Association, because pe not in a position 
to get those figures. 

Mr. Simpson. Youhavethemhere. Yousay that imports dropped. 

Mr. Raps Lazrus. I am giving you the imports for the Ney 
and I think they reflect very well just what has happened as a resu 
of this tariff increase. 
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Mr. Stimpson. It shows the fact that you stopped buying. That 
is all, Mr. Chairman. 

The Cuatrman. Mr. Reed, of New York, will inquire. 

Mr. Resp. I want to ask this for information. Would you favor 
absolute free trade? 

Mr. Rates Lazrus. I would say that that would be a wonderful 
achievement if it were possible. I can understand, however, that 
there is an area beyond which you cannot go, as yet. I would like 
to see the world, just as Mr. Stassen said this morning, so developed 
that everybody is paying high wages and everybody is able to manu- 
facture all goods, and everybody is prospering throughout the world. 
That is the condition I would like to see. If that were achieved, I 
would say I favor free trade. 

To the degree that that does not occur, I can see the need of some 
protection. But I think that I have not found that protection neces- 
sarily follows or solves the ills of firms. 

Let us look at what happened in the felt hat industry. 

Mr. Rexp. I just want to have an answer to the question. Would 
you favor free trade at this time? 

Mr. Raupx Lazrvs. I would not. 

Mr. Stmpson. I have one question I would like to ask the witness. 

Benrus at one time owned the manufacturing plant in Waterbury, 
Conn.? 

Mr. Rauten Lazrus. That is correct. 

Mr. Stmpson. You were not allowed by the Swiss to manufacture 
watches up there— 

Mr. Raupxu Lazrus. That is not correct. 

Mr. Simpson. Under the terms of an agreement you had with the 
Swiss. Otherwise, they would not have sold you that machinery. 

Mr. Raures Lazrvus. That is not correct. 

Mr. Stmpson. What is the correct answer? 

Mr. Raupxu Lazrus. The correct answer is that we had to abandon 
the manufacture, the small amount of watch manufacturing we were 
engaged in, because when we transferred from our peace economy to 
the war economy, and found it necessary to make war goods, the 
equipment that we required for that type of goods was entirely 
different from the equipment we had on the floor. In acquiring the 
new equipment, we so disorganized that it was impossible again to 
organize to manufacture our watches in that city. 

Mr. Stmpson. Do you state that the Swiss Government and Swiss 
- watch industry had nothing whatever to do with your determination? 

Mr. Rautpu Lazrus. Not one iota did they have to do with it. 

Mr. Stmpson. That is all. 

The CHairMan. We thank you for your appearance and the in- 
formation given the committee. 

Mr. Curtis. Mr. Chairman, I had a question. 

The CHarrman. Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. I want to ask you, Mr. Lazrus, because you asked at 
the beginning that I ask you this question: I am concerned solely 
with this one small field of procedures, and the statements that have 
been made that indicated that the procedures in making these ad- 
ministrative decisions had been arbitrary. 
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I would like to ask you the question in this general way: Did or 
did not your industry, or your portion of it, and your company, have 
a full opportunity of presenting your side of this case to these various 
administrative tribunals? 

Mr. Ratrn Lazrus. My answer would have to be ‘‘No” to that, 
in spite of the fact we did have a hearing, and I will tell you why. 

It wasn’t until after the tariff hearings, and we found what our 
opponents in the tariff hearings were about, that we realized that the 
ODM had been thoroughly investigating ’ their essentiality in this 
industry, the essentiality of the domestic companies. We were 
never called in. 

Mr. Curtis. You were not called in? 

Mr. Raten Lazrus. May I go on and explain exactly what hap- 
pened? 

Mr. Curtis. Wait, please. I just want to understand it. You 
were called in at one time, were you not? 

Mr. Rapa Lazrus. We sought that. 

Mr. Curtis. But you were invited in and you had a written state- 
ment. 

Mr. Raupx Lazrvus. That is correct. 

Mr. Curtis. But your contention is that that was too late a time, 
or what? 

Mr. Raupx Lazrvs. I am going to tell you just what occurred, and 
then you can draw your own conclusions. 

With great difficulty I got an appointment with Mr. Flemming. I 
had to use my Congressman who represents me, to get there. I got 
to Mr. Flemming, and I told him of the unfair method that was being 
used, and the procedure that they were following. 

Mr. Curtis. What was that? © What was this unfair method? 

Mr. Ratrx Lazrus. That we had never been called in, and that 
there had been nobody to see us, and no request made of us for any- 
thing in writing or in any other manner brought to our attention that 
this investigation was even going on. 

Mr. Curtis. Now, then, what was that date that you told that to 
Mr. Flemming? 

Mr. Raurpx Lazrus. May I ask when the tariff hearings took place? 

Mr. Curtis. In order to save time, because I know you are con- 
cerned about it, and so am I, I wonder if you would prepare for the 

record a summary of the facts and the procedures, and the particular 
procedures that you are complaining about, because I am very much 
concerned about that. 

Mr. Raupx Lazruvs. I will be very happy to do that. 

The Cuarrman. All right, you may prepare and submit that state- 
ment. to the clerk for uti in the record. 

Mr. Raps Lazrvus. Thank you, sir. 

The CuarrMan. We thank you again for your appearance and the 
information given the committee. 

(The information referred to, when submitted, will be placed in the 
committee files:) 

The CHarrmMan. The next witness is the Honorable Millard E. 
Tydings. 

Come forward, please. We know you very pleasantly from long 
association with you, but please give your name and address, and the 
capacity in which you appear, for the record. 
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STATEMENT OF HON. MILLARD E. TYDINGS, ATTORNEY, APPEAR- 


ING IN BEHALF OF THE AMERICAN WATCH ASSOCIATION, 
INC. 


Mr. Typines. My name is Millard E. Tydings. My address is 
1000 Vermont Avenue, Wire Building, Washington, D.C. I appear 
in support of H. R. 1, which gives the President the authority to enter 
into trade agreements with other nations. I am speaking as the 
attorney for the American Watch Association, Inc., and also on behalf 
of myself as a private citizen. 

I think we can get at the meat of this matter by asking some ques- 
tions. Is there need for more trade between the United States and 
the free nations of the world? Will such increased trade make the 
people of the United States more prosperous? Will more trade 
improve the standard of living of the people in the other nations of 
the free world and thus put them in a position to better withstand 
any attack from within or without? 

Or let us ask these same questions conversely. Is there need for 
less trade between the United States and the free nations of the 
world? Will such less trade make the people of the United States 
more prosperous? Will less trade improve the standard of living of 
the people in the other nations of the free world and thus put them 
in @ position to better withstand any attack from within or without? 

It seems to me that looking at conditions in our own country and 
in the free nations abroad, the answer is inescapable. It is only by 
the maximum of sound international trade between the nations of 
the free world that democracy can be strengthened, the living stand- 
ards of all continually raised, free nations be in a position where they 
can finance their own national defense in their common interest, 
acquire the strength which will deter an aggressor from instigating 
world war III, and, should war come, save the civilization and heri- 
tages of freemen from disaster. 

Let us ask ourselves another question. In what financial condition 
does the Government of the United States find itself in this year 
1955? The recent budget submitted by the President of the United 
States calls for gigantic outlays of money. To state it simply, even 
in this year with our country engaged in no fighting war, approxi- 
mately two-thirds of our total governmental income is to be spent 
for military preparedness, mutual military security at home and 
abroad, atomic energy and stockpiling. Think of it—two-thirds of 
every tax dollar which our Government receives goes for national 
defense in one form or another—$40,500,000,000 is recommended 
to be spent for that purpose. We are not only aiding other free 
nations to become strong economically and militarily, but we are 
building bases and sending military materiel and United States 
citizens to many parts of the world in a concerted enterprise to 
arrest Russian Communist expansion. 

Now with such a condition confronting us at this moment, the 
prospect seems clear that these burdens on all the free world must 
be borne for some time in the future until our possible foes change 
their attitudes and actions. Thus, what we confront is not perhaps a 
temporary condition of affairs. The prospect is that we must continue 
as we are now embarked for some time to come. 
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While we are doing all of this, what is to be our trade policy? Shall 
we continue to take the substance of our people and give it away to 
strengthen friendly nations and at the same time deny to these friendly 
nations the opportunity through trade to strengthen themselves 
with little or no help from us? I think any businessman looking at 
these problems as he would any other that came over his desk would 
reach the inevitable conclusion that the sooner the free nations of 
the world, who are joined with us, are able to stand on their own feet, 
the better it will be for both them and for us. How can they stand on 
their own feet except by finding a market for the goods which their 
people produce? How can we continue to stand on our feet unless 
we can find a market for the goods our people produce? Certainly 
by the widest measure of trade between the free nations of the world 
the more people will be working, the more goods will be produced, 
and the more prosperity will come to us all. This is the pathway 
of self-respect and self-reliance for all of the nations of the free world. 

Besides that, the United States is an exporting nation, selling more 
to the free world than it buys from the free world. The visible 
balance of trade is in our favor. What storekeeper selling his cus- 
tomers more than he is buying from his customers would want to 
curtail such a flourishing business? The reciprocal trade program is 
nothing more or less than a device which increases the work and the 
prosperity of our own people and aids the prosperity and work of the 
peoples of the nations of the free world. 

Let me take a specific case. In 1936, under the reciprocal trade 
agreement effected between the United States and Switzerland, we 
reduced tariffs on goods coming from Switzerland, the Swiss reduced 
tariffs on goods coming from the United States. This immediately 
increased the commerce between both countries. It immediately 
increased the amount of work performed by the people of each coun- 
try. It added greatly to the wealth of the people of each country. 

Indeed, in the 18 years since the original reciprocal trade agreement 
was entered into between Switzerland and the United States, the Swiss 
have bought from us $500 million—a half billion dollars—more of the 
products and goods of the United States than the United States has 
bought of the products and goods of Switzerland. We certainly can 
use this $500 million of favorable trade balance to our country at a 
time when it has been impossible for many years to create a pros- 
era and tax system here at home sufficient to balance our national 

udget. 

And how on earth are the countries for which we have annually 
been appropriating large sums of money to create a common defense, 
to ever get away from dependence upon the United States for financial 
aid unless they are able through the widest measure of international 
trade to obtain the wealth which they need to support themselves? 

The most foolish policy this country could adopt would be to em- 
bark upon a high-tariff system which would curtail world trade not 
only between ourselves and other friendly countries, but eventually 
would curtail world trade throughout the free world. The wisest 
policy, on the other hand, would be for the United States to promote 
and expand world trade so that nations friendly to us may become 
self-sufficient through the sale of their products, and at the same time 
our own people become more prosperous, too, through the sale of more 
and more of the things which we create. 
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Recently the President of the United States, largely on the grounds 
of national defense, moved to curtail this wonderful trade we have had 
with Switzerland by increasing tariff duties on the importation of 
Swiss watch movements, and so forth. The reason given was pri- 
marily that the domestic watch manufacturing industry needed more 
protection for its skills, which were stated to be essential to our 
national defense. Indeed, it was stated that the United States watch 
manuracturing industry was making certain parts of weapons which 
no other American industry could make. 

This last assertion proved to be completely without fact. 

Incidentally, if this were true we would not have to be spending this 
year over $40 billion for national defense, because our potential enemy, 
Communist Russia, has no watch industry. Yet it produces in 
varying degree all or most all of the same weapons that we produce 
in the United States—hydrogen and atomic bombs, guided missiles, 
time fuses, and the like. It is as plain as the nose on one’s face that if 
we are really threatened with a disastrous war, incited by Russia and 
her allies, and these countries are without a watch industry, then the 
mere fact that we have or do not have a domestic watch industry im 
the United States is an overrated assumption. I cannot emphasize 
too strongly how we can be scared to death of Russia and the outbreak 
of another great world war with Russia and her allies, with no watch 
industry. It is really an astounding fact that we can be frightened to 
death and say on the one hand we cannot have a defense without a 
watch industry, when our great enemy Russia, has no watch industry, 
and we are spending $40 billion to confront her at some possible time 
in the future. It must be a comfort to you gentlemen on this com- 
mittee to know that Russia cannot be powerful in a great war because 
Russia and her allies have no domestic watch manufacturing industry 
worthy of the name. That pretty well shows the overrated, manu- 
factured, hypothetical concept that the United States cannot get 
along without a watch industry in this country. That has been one 
of the bases that has been promulgated by the domestic watch manu- 
facturing companies everywhere we have gone, in order to get higher 
tariffs, increased custom regulations, create defense difficulties, anti- 
trust suits against the Swiss and United States assembler companies, 
and a whole category of oppressive actions. 

Now listen to this: Further than that, the investigation made by the 
Senate Armed Services Committee through inquiries to our National 
Defense Establishment, shows that the Eastman Kodak Co., the 
National Cash Register Co., Bendix Aviation Corp., Underwood Corp., 
King-Seeley Corp., Gibb Manufacturing Corp., Thomas A. Edison 
Co., and George W. Borg, all manufactured time fuses for our national 
defense during and after World WarII. And that was the thing—time 
fuses—that we were told the United States watch industry was essen- 
tial to manufacture. Here are eight companies or more that have been 
making these time fuses who do not make watches or clocks except 
in one case, I believe, where the Borg Co. does make some clocks. 

Indeed, these companies made more time fuses than our domestic 
watch manufacturing concerns produced. That is, the people who 
had not been making watches, when World War II came, made more 
of these time fuses than the watch people themselves made. It is 
a known fact that we can make anything in America. We know how 
to make tools, and all of this tommyrot about only the watch com- 
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panies being able to produce these things is contradicted by the 
official facts submitted to the Armed Services Committee of the Senate 
by the Defense Department of this Government. This is all a matter 
of record. 

Yet this excuse was seized upon by the domestic watch manufac- 
turers—to wit, that they alone could produce these time fuses—as a 
means of inducing the President to strike a blow at one of the health- 
iest international trade arrangements that this country has with any 
nation. It has already seriously affected the economic welfare of little 
democratic Switzerland, without any apparent comparable gain on 
the part of our own country, except perhaps to increase the cost of. 
watches which are worn and used by nearly every American. 

Let me parenthetically insert this thought: What have you in 
Switzerland? You have cheap waterpower, and lumber. You have 
nothing else in the way of a natural resource. That is all they have 
there to sell except the ingenuity of their people. That ingenuity has 
been employed in producing the greatest watch industry and the most 
progressive watch industry, producing more cheaply the watch move- 
ments than in any other part of the world. 

If you take this watch industry away from Switzerland, you throw 
out of work the breadwinners in 50,000 families in a little nation. 
What can they put in its place? They cannot produce steel, because’ 
there is no steel there. They have no oil, manganese, lead, zinc, 
copper, and all of the other things that we have to make our country 
great. This is a life and death struggle, with a little country that has 
had its position misrepresented, and the high tariff advocates have used 
national defense and antitrust suits and tariffs and other regulations in 
order to put the Swiss and many of our own United States business 
concerns out of business to serve three United States watch companies 
whose claim to national defense is refuted by the record I have read. 

Since a great portion of the purchases of Switzerland from the 
United States were in agricultural products—products in which our 
Government is already Senienan through the cost of storing huge 
surpluses—the logic of the whole matter is deplorable. 

Let me say this: There are five or six thousand people employed 
in the domestic watch manufacturing industry. Over in my State of 
Maryland, there are 25,000 farmers raising tobacco. Switzerland is 
our best customer. It buys more tobacco from us than anybody in 
the world. It takes the cream and the large part of our crop. Are 
we to throw 25,000 farmers out of work to keep 5,000 watchmakers in 
business in these four domestic plants? How about the wheat and 
the corn and the automobiles, and all of the other people that we keep 
employed in the United States through the sales of these products to 
Switzerland? 

So among other things, I am appearing in support of this measure 
to increase trade between our own and other countries of the free 
world, first for its intrinsic worth to our people and Nation and, 
secondly, because I entertain the hope that a further study of the 
whole matter of trade between Switzerland and the United States 
will bring some redress to the great injury that was done to the free 
world by increasing the tariff rates referred to. 

I suggest for the consideration of the committee that I am a little 
confused by the language on page 3 of the printed bill, which, as I 
read it, forbids the President to issue a proclamation— 
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in order to carry out a foreign trade agreement entered into by the President 
before June 12, 1955, decreasing more than 50 per centum the rate of duty exist- 
ing on January 1, 1954. 

I am not criticizing this provision. It is unclear, and I do not know 
what it means. I do not know what the magic date of June 12, 1955, 
means. I do not understand, but perhaps the committee in its final 
bill will make clear why the date ‘‘before June 12, 1955’’ was selected 
and what are the implications of this section, taken together with 
other sections of the bill. In any event, I believe the principle and 
aims of the bill are sound, just, and in the interest of the national 
welfare. They are certainly in the interest of all the free world. 
They offer the hope that the nations of the free world will trade and 
associate themselves more closely in the interest of national defense 
at home and in the free world and to increase the prosperity and raise 
to higher heights the civilization which we desire to safeguard. 

Failure to enact this legislation would, in my judgment, be a 
catastrophe. It would create a degree of uneasiness; it would be a 
step backwards. 

1, therefore, hope as the committee peruses the various provisions 
of this bill it will not be a reciprocal trade agreement bill in name only, 
but will lower tariff barriers and improve the opportunities of trade 
between the United States and the nations of the free world. No 
doubt suggested changes in the law will be recommended by those who 
in reality are opposed to the reciprocal trade program. These changes 
will be suggested with the idea of defeating as much of the aims of the 
bill as possible. Such amendments should be, in my judgment, 
viewed with great care and concern. This is a time for expanding the 
trade between the nations of the free world and not for curtailing it. 

In the interest of our own national defense, in the interest of the 
national defense of our associated countries, in the interest of raising 
the living standard of our people at home and abroad, we need more 
and more and more markets for everincreasing productivity. Other 
nations need the same thing. It is only by mutual trade between 
these nations that the overall interests and aims of us all can be 
obtained. 

The CuatrMan. Does that complete your statement? 

Mr. Typrnes. It does. 

Mr. EsrerHarter. I just want to say the Senator made a powerful 
statement, and J congratulate him on it. 

Mr. Typrnes. I will be very glad to answer any questions that 

anybody wants to ask me, as far as I am able to. 
‘ The Coarrman. The date of June 12, 1955, is the expiration date 
of the present act. 

Mr. Typrnos. I see. 

The Cuatrman. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Saptak. Senator Tydings, with the vigorous plea that you 
have made on behalf of Switzerland and the others on page 5, I wonder 
if you have listed all of the people that you are representing here to- 
day. I wonder if you had additional clients before the committee 
here today, from the vigorous statement that you made on behalf 
of little Switzerland, and the companies that you listed on page 5, 
although at the outset you said you come here appearing only for the 
American Watch Association and speaking for yourself as a citizen. 
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Mr. Typrines. All of these companies that I listed on page 5, the 
Defense Department reported had made these time fuses. In the 
argument on the defense issue for the domestic watch-manufacturing 
companies, the manufacture of the time fuses was the thing that they 
first said nobody else could make. Then we produced the evidence 
to show that people who had never made watches were making more 
of the same thing than these people themselves were making. 

Mr. Sapuak. As I interpret your statement, as far as you are 
concerned you are advocating that there is no need for the American 
watch industry in case of national emergency. 

Mr. Typines. That is true, and if I may add one sentence in an- 
swering your question, we must not forget that in the field of more 
than 17-jewel watches, only 5,000 are imported each year, on an 
average, and over 1 million are made by the 4 domestic watch com- 
panies. The reason for that is that the tariff there is so high that 
no movements of more than 17 jewels can come in. It is 5,000 against 
over a million. They have that monopoly. Now they want to go 
down, while holding that monopoly and giving no ground at all in 
those high brackets, and take away some of the trade which has been 
80 prosperous between this country and Switzerland. 

The CuarrMan. Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. As an attorney for this group, you have listened to 
the statements and probably assisted, perhaps, in the preparation of 
statement of the Messrs. Lazrus who preceded you, and you heard 
the complaints they had about the procedures. 

I just wondered if, as their attorney, you felt that you had not been 
given adequate hearings at any time before these various adminis- 
trative tribunals. I am not asking about the decisions. I know the 
decisions were against you. I am concerned about the procedure, 
whether you felt that you had an adequate opportunity of presenting 
your case. 

Mr. Typtnes. I would have to answer that yes and no. The 
officials before whom we appeared were seasoned customs men, and 
not political appointees. Before them I gained the impression that 
they felt that our contention was a sound one. But when it went 
up to higher authority, it seemed to me that the opinions that had 
been expressed below were overruled. 

When you take that in connection with the antitrust suit, and the 
customs regulation, and the defense attack, and the increase in 
tariff, you begin to form the opinion that you are being shot at from 
all points of the compass. You question a little bit whether or not 
the objective desired is fair play or whether it is not a ganging-up on 
an industry. 

Mr. Curtis. You are talking about the decision, and I am talking 
about whether the procedures were correct. I think that you, 
Senator, realize the very basic distinction between decisions and the 
procedure through which a decision is reached. Many times judges 
have ruled against me, and sometimes I felt a particular judge was 
being unfair. But on the other hand, I had to admit that I had a 
full opportunity of presenting my case. 

I take it from what you say that you did have an opportunity of 
presenting your case, but it was not viewed with favor. 

Mr. Typrnes. We did not have an opportunity to present our case 
before the customs officials that issued the order. We did have the 
opportunity to present our case before lower down customs officials. 
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Mr. Curtis. I do not quite understand that. There are two 
things. One, of course, was the appearance before the Tariff Com- 
mission hearing, and the other was the ODM decision of national 
essentiality of the industry. Then there was a very recent decision 
on reclassification. 

Now, taking each one in order, before the Tariff Commission you 
nee, of course, standard procedure, and you had a full opportunity 
there. 

Before ODM, I understand that you not only appeared, but that 
you filed written information with the committee. Was that, in your 
opens, an adequate opportunity for you to present your point of 
view? 

Mr. Typincs. We were not invited to give our views. We only 
had our views given because we asked for the opportunity when we 
heard these hearings were going on. As a matter of fact 

Mr. Curtis. Let us stop just a minute on that one item. My in- 
formation was that this was at the invitation of the ODM committee 
that you and Mr. Lazrus appeared. 

Mr. Typrnos. I think we were not invited. We asked to be in- 
vited, and then they asked us to come and be heard. We had no 
opportunity to hear the other side. They were heard when we were 
not present. So, therefore, we had no means of knowing what they 
were saying. Each side had an ex parte hearing, so far as I know. 

Mr. Curtis. In other words, also, they were not there when you 
were there. 

Mr. Typrtnes. I do not call it a hearing where you do not have a 
chance to know what the fellow who is on the other side is saying. 

Mr. Curtis. I could not agree with you more, Senator. If that 
was the way it was heard—— 

Mr. Typines. That is the way it was heard. 

Mr. Curtis. I must confess, in my opinion, I do not regard that as 
adequate. I think both sides should be there. 

Mr. Typtnes. I do not mean to reflect on these gentlemen. I 
think they are all fine fellows. But I did think we ought to know what 
the other side was saying so we could answer it. 

Mr. Curtis. I am deeply concerned about the procedures involved 
here, because this thing cuts both ways. There has been a great deal 
of complaint on the part of industry, arguing the other way. 

I have one final matter. Ijust wondered about page 4 of your 
statement. I notice you criticized the President’s action in this 
matter, in invoking the escape clause. I was wondering, Do you 
personally believe that we should eliminate the escape clause in the 
Reciprocal Trade Act? 

Mr. Typrnos. I would surround it, and I do not have any amend- 
ment in my mind, but I would surround it with more safeguards than 
the welfare of a single small industry. In other words, I think there 
ought to be an overriding principle. 

Mr. Curtis. Do we not have those? The Tariff Commission, of 
course, finds solely on the basis of whether or not an industry has been 
hurt. That finding then goes to the President. The President can 
overrule it if he feels there are other matters in the national interest 
which override the welfare of the individual industry. 

Mr. Typines. That is true. 
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Mr. Curtis. As far as the finding of the Tariff Commission is con- 
cerned, they found that the domestic industry had been hurt, and so 
the escape clause would be invoked. Now, you believe there should 
be procedure where other interests have an opportunity to present their 
case to support overriding the welfare of the individual industry? 

Mr. Typines. The only trouble with that reasoning, if you will 
allow me to differ with you, is, while we had a tariff hearing essentially 
on certain aspects of this matter, when the President acted on the 
Tariff Commission’s recommendations he put it largely on the grounds 
of national defense, where I do not believe we ever had a hearing. 

Mr. Curtis. There, in turn, he was following the ODM recommen- 
dations on that. I had assumed, of course, they would have heard 
both sides together. 

Mr. Typr1nas. I would like to point out, too, that even the ODM 
did not recommend tariff increases to protect the skilled industries as 
the best way of protecting them. It had 4 or 5 alternative proposi- 
tions before it got to the tariff. 

Mr. Curtis. You mean the watch industry? 

Mr. Typrnes. They said you might do it by quotas, by stockpiling, 
or tariffs, and my recollection is that the tariff was well down in the list. 

Mr. Curtis. But they did make the finding, at any rate, that it was 
essential for national defense. 

Mr. Typrnes. They did not go quite as far as the import of that, if 
you have a chance to read it. They said that while they were essential 
to the national defense, they qualified to a large extent what they 
meant by “essentiality.”’ It did not mean that it was at a point at 
that moment where it was threatened with disaster. 

Mr. Curtis. I want to make one final comment. I have always 
regarded the Recriprocal Trade Act as essentially a delegation of 
congressional authority to the executive branch of the Government. 
So I have been deeply concerned about how the Congress delegates 
this great authority. Many of the proponents of the reciprocal-trade 
formula of legislation have argued that the Congress should give more 
and more power to the Executive, and yet here you, a proponent, are 
saying Congress should look into these things a little more deeply, 
and to do that, Congress would have to retain more authority. 

Sometimes it depends on whose ox is being gored. That is certainly 
true. 

Mr. Typines. That is absolutely true, and we are all human under 
the skin. 

The CHarrman. Are there any further questions? 

If not, we thank you, Senator, for your appearance. 

(The following letter was later received and, by direction of the 
chairman, inserted at this point in the record:) 

TREASURY DEPARTMENT, 
ASSISTANT SECRETARY, 


Washington, January 28, 1955. 
Hon. JERE CoopER, 


Chairman, Committee on Way :and Means, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cooper: It has come to our attention that on January 19, 1955, 
during the hearings before your Committee on the Trade Agreements Extension 
Act of 1955, there was considerable discussion by members of your committee and 
witnesses concerning a recent action by the Bureau of Customs of this Department 
regarding the tariff classification of certain imported watch movements specially 
constructed to be ‘“‘upjeweled”’ after importation. After looking at the transcript 
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of the hearings for that day, we feel that it would be helpful to you and your 
committee for the Treasury Department to submit this statement for the record 
to clarify this question and place it in proper perspective. 

Several months ago it was brought to the attention of the Bureau of Customs 
that a new device had been developed abroad for incorporation in watch move- 
ments to facilitate the upjeweling of imported watch movements after importa- 
tion. Ata later date this development was also brought directly to the attention 
of the Treasury Department. As imported watch movements containing this 
new device had not previously come to the attention of the Bureau of Customs, 
there arose the question of the proper tariff classification of such movements 
under the Tariff Act of 1930. Both the appraiser of merchandise in New York, 
to whose attention the matter first came, and the Treasury Department, referred 
this question to the Bureau of Customs headquarters, this being the normal 
procedure in such cases. 

The new device which brought this problem to the attention of the Bureau of 
Customs consists of a barrel-like piece of metal incorporated in the plate or bridge 
of a watch movement specially designed so that a metal cap and/or bushing is 
initially inserted in it to support the end of a rotating shaft, such device being 
specially designed for the replacement after importation (through the simple 
operation of releasing a spring) of the initially inserted metal cap and/or bushing 
by jewels. We have now learned that other similar devices have been develo, ed. 
The technical classification question involved is whether watch movements con- 
taining these or other similar devices contain “substitutes for jewels.”’ as that 
term is used in paragraph 367 (i) of the Tariff Act of 1930. The question, con- 
sequently, is entirely a technical legal one of the proper construction under the 
tariff act of the meaning of the term “substitutes for jewels.” 

The Bureau of Customs studied the question very thoroughly and was of the 
opinion that watch movements which are specially engineered and constructed 
to facilitate upjeweling, there being apparently no other purpose for such special 
construction until the device is upjeweled, are properly classified as movements 
containing substitutes for jewels within the meaning of the Tariff Act of 1920 to 
the extent that they contain metal caps or bushings designed to be replaced by 
jewels. There had been a few importations of watch movements speciallv con- 
structed to facilitate upjeweling (although through the use of a different device 
than the one recently developed) over the past several years. More recently, 
during the Bureau of Customs consideration of this question, importations of 
movements containing the new device took place which were classified on the 
basis of the number of jewels they contained when they went through customs. 
Therefore it was deemed that a classification practice had been sufficientlv estab- 
lished to require a notice of intention to change the practice. 

The case of Bulova Watch Company v. United States (T. D. 46494, 21C. C. P. A. 
156 (1933)) was referred to in your hearings. In our opinion that case did not 
pass on the classification of watch movements specially constructed to be up- 
jeweled after importation. As stated in the published notice of the Bureau of 
Customs, the Bureau is not reviewing the question decided in that case of whether 
“houchons”’ or ‘‘bushings’”’ in so-called conventional watch movements of the 
kind involved in that case are substitutes for jewels. 

It is the policy of the Treasury Department, which was specifically reaffirmed 
to the Bureau of Customs in this instance, that classification cases should be 
decided on the basis of a technical determination of the customs classification 
problem involved without regard to any broader policy aspects of the decision. 
It is our conviction that proper administration of the Tariff Act of 1930 requires 
that technical decisions on the proper interpretation of the law must be made 
solely on the basis of the pertinent technical legal considerations without regard 
to broader policy considerations. 

As you may realize, no final decision has been made in the case, the Bureau of 
Customs merely having announced in accordance with its normal procedures that 
a change in the classification of such imported watch movements is under con- 
sideration. Notice of this fact was publicly announced by the Treasury Depart- 
ment and the Bureau of Customs on January 12, 1955, and a formal notice to this 
effect was published in the Federal Register on January 14, 1955. I am enclosing 
copies of this notice for the information of your committee. As you will note, the 
Bureau of Customs has set a period of 30 days from January 14, 1955, for comment 
by interested parties. During this 30-day period any interested party may submit 
written material or make oral presentations to the Bureau of Customs. If, after 
the Bureau of Customs has received the benefit of the views of interested parties, 
it is still of the same opinion, a final notice wil] be published in the Federal Register 
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and in the Weekly Treasury Decisions putting the change of classification into 
effect 90 days after the publication of the final notice. The question will then, 
of course, be subject to litigation if any appropriate interested parties wish to 
contest it. During the course of the preliminary consideration of this matter by 
the Bureau of Customs, representatives of importers of watch movements, foreign 
governments, and domestic jeweled watch manufacturing companies were in 
touch with the appraiser of merchandise, Bureau of Customs, in New York. 
In addition, several interested parties requested opportunities to present their 
views to the Treasury Department and in each instance these requests were 
granted and both written and oral submissions were received. 

When this question first arose, representatives of importers of watch move- 
ments impressed upon us the fact that this was the time of year at which they 
made their production and sales plans for the coming year and that they would 
appreciate as prompt consideration of this question as possible. At the same 
time the domestic manufacturers of jeweled watches also requested expeditious 
handling of the matter as they felt that the outcome would affect their production 
plans which they were also in the process of making for the forthcoming year. 
Consequently, this matter has been handled as expeditiously as possible to the 
present and there appears to be every reason for continued expeditious handling. 

I hope that the above will clarify this matter to the satisfaction of your com- 
mittee. If you or the committee should desire any further information, we 
would be happy to provide it. 

Sincerely yours, 
H. CHapman Ross, 
Assistant Secretary of the Treasury. 


DEPARTMENT OF THE TREASURY, BuREAU or CusTOMsS 
January 12, 1955 
[426.843] 
TARIFF CLASSIFICATION 


NOTICE OF PROSPECTIVE CLASSIFICATION OF WATCH MOVEMENTS SPECIALLY 
CONSTRUCTED TO BE UPJEWELED AFTER IMPORTATION 


It appears probable that imported watch movements specially constructed to be 
upjeweled after importation, such as, but not limited to, those incorporating the 
so-called Duo-Fix feature, or employing metal end caps designed to be replaced 
by jewels, or utilizing other similar devices, are properly classifiable as movements 
containing substitutes for jewels within the meaning of paragraph 367 (i), Tariff 
Act of 1930, and are subject to duty and marking accordingly. Under this view 
a movement containing, for example, 15 jewels and, in addition thereto, 2 Duo-Fix 
units having 1 jewel and 1 cap each would be dutiable as a movement having more 
than 17 jewels, and would be required to be marked 19 jewels or, optionally, 17 
jewels and 2 substitutes for jewels. 

Pursuant to section 16.10a (d) of the Customs Regulations (19 CFR 16.10a (d)), 
notice is hereby given that the classification of watch movements specially con- 
structed for unjeweling as containing substitutes for jewels within the meaning of 
paragravh 367 (i) of the tariff act is under consideration in the Bureau of Customs. 
Under the existing uniform practice, such watch movements have not been so 
classified. There is not in contemplation an administrative review of the question 
decided in the case of the Bulova Watch Co. v. United States, T. D. 46494, 21 
C. C. P. A. 156, whether “bouchons” or ‘‘bushings” in so-called conventional 
watch movements of the kind involved in that case are substitutes for jewels. 

Consideration will be given to any relevant data, views, or arguments pertaining 
to the correct tariff classification of this merchandise which are submitted in writing 
to the Bureau of Customs, Washington 25, D. C., not later than 30 days from the 
date of publication of this notice. In view of the necessity for a prompt disposi- 
tion of this question, no consideration can be given to any communications received 
in the Bureau after the expiration of the 30-day period. No hearings will be held. 

Rawtpu KEtty, 
Commissioner of Customs. 


CoMMENTS OF CONGRESSMAN EBERHARTER 


Mr. Chairman, I would appreciate the opportunity to make a few comments 
about the letter which Mr. H. Chapman Rose, Assistant Secretary of the Treasury, 
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sent to this committee explaining the position of his Department concerning the 
proposed change in customs classifications applicable to iimported watch move- 
ments which are subsequently remanufactured in this country. I hope that 
these comments can be inserted at the appropriate point in the record, following 
Mr. Rose’s letter. 

At the outset, let me emphasize that I respect Mr. Rose as an excellent public 
servant, and that I sincerely believe he is attempting to reach a proper judgment 
in this matter. At the same time, I must state with equal emphasis that I believe 
the proposed change in customs classification would be a most serious blunder, 
and would be contrary both to customs law and to the intent of Congress in 
passing the reciprocal trade program. 

Mr. Rose states that the threatened action is being taken “solely on the basis 
of the pertinent technical legal considerations without regard to broader policy 
considerations.” This may be true. It may also be true that the recent anti- 
trust case against watch importers was based solely on Sherman Act considerations. 
and that the President’s use of the escape clause last July to raise watch duties 
by 50 percent was based solely on the Tariff Commission report. 

I think any reasonable person will recognize, however, that this series of drastic 
actions against watch importers, and the threat of additional actions in the near 
future, is more than a mere coincidence. It is evident that the administration has 
decided, as a calculated policy, to sacrifice American watch importers and the 
Swiss watch industry on the altar of protectionism. 

In order to give a display of sincerity to the high-tariff forces in Congress, hoping 
that this would weaken their opposition to the Randall Commission recommen- 
dations, the administration evidently looked about for a likely victim and chose 
the watch industry. I believe this is what happened; I believe the customs classi- 
fication issue is part of an all-out administration effort to make a great show of 
protection for the domestic watch manufacturers; I believe this is the only logical 
explanation of the series of actions which the administration has taken, and is 
threatening to take, to cripple watch importation, while at the same time it fights 
for extension of reciprocal trade. 

Furthermore, I believe this is wrong, both from a mora] standpoint and from the 
standpoint of international relations and the security of the United States and the 
free world. 

It seems to me that proof of the fact that the pending change in customs classi- 
fication is tied to a protectionist program for the four domestic watch manufac- 
turers is found in the fact that Mr. Rose announced the potential move at a press 
conference which was also attended by Mr. Arthur Flemming, Director of the 
Office of Defense Mobilization. Mr. Flemming told the same group of newsmen 
that it was the policy of the United States Government to maintain domestic 
watch production at an annual ouptut of 2 million units, and that he was estab- 
lishing a new interagency committee to see what further steps might be taken to 
accomplish this purpose. 

It was thus clear to the newsmen that the threatened Treasury change in 
customs classification was motivated largely by a desire to stimulate production 
by the four domestic watchmakers, whose skills are supposedly essential to 
defense. Virtually every newspaper article which I have seen reported that the 
threatened action was based, in great measure, on defense considerations; the 
same interpretation, in fact, was given by certain administration officials testi- 
fying before this committee during the first days of the hearings. 

If it is true that defense considerations were a basis for the pending action, I 
wish to state as emphatically as I can that this is an improper method of preserv- 
ing skills which may be deemed essential to national security. The reciprocal 
trade program should not be frustrated by the imposition of barriers to trade in 
order to protect skilled workers. Rather, preservation of these skills should be 
accomplished through direct assistance, and the costs should be borne by the 
defense budget. 

However, even assuming that the Treasury Department is not concerned with 
“broader policy considerations,’ but is viewing the matter purely from a legal 
ae it is still my conviction that the proposed change is totally without 
merit. 

Referring to the use of Duo-Fix elements in watch movements, Mr. Rose’s 
letter states that there is ‘apparently no other purpose for such special construc- 
tion until the device is upjeweled.” I have had an opportunity to examine the 
brief and exhibits filed with the Treasury Department by the Benrus Watch Co. 
and, it seems to me, they conclusively refute this statement. 

The brief points out that Duo-Fix has many technical and cost advantages, 
quite aside from its usefulness from the standpoint of conversion of movements 
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to higher jewel count. I take the liberty of quoting the brief which makes the 
following specific descriptions of these advantages: 

- “1. Duo-Fix was invented without any thought of facilitating remanufacture 
to add jewels. The device was suggested to its inventors by the construction of 
shock-absorbing devices then generally in use in the industry in shock-resistant 
watch movements, and was invented by employees of a company producing these 
shock-absorbing devices. Work on the invention began in 1949, long before any 
controversy with respect to ‘‘upjeweling’”’ had arisen in this country, and long 
before the increase in United States watch duties in June 1954. The original 
patent on Duo-Fix was applied for on June 6, 1951, and was granted on May 15, 
1953. A supplemental patent was applied for on October 2, 1952, and has since 
been granted. The invention is protected in this country by United States patent 
application No. 383043. A number of comparable devices, differing only in minor 
respects, are now being manufactured by other Swiss companies. 

“2. The Duo-Fix construction provides significant technical advantages over 
the former method of assembling the two elements in a watch bearing. In the 
classical method of construction, the hole bearing, usually a jewel, is inserted into 
a hole in the plate or bridge of the watch and held in place by friction. The cap 
bearing is mounted at one end of a separate strip of metal called a plaquette, 
which is held in place on the plate or bridge by a small screw at the opposite end 
from = bearing. This method of construction presents two principal technical 
difficulties: 

“First, the position of the hole bearing with respect to the end of the pivot is 
fixed and cannot be adjusted to take account of slight variations in the length of 
“ ip without disturbing the proper relationship between the hole bearing 
and the cap. 

aeneudein order to properly lubricate the bearing assembly, the bottom surface 
of the cap must be at a precise distance, in the neighborhood of one-thousandth 
of an inch, from the top surface of the hole bearing; the bottom surface of the cap 
must be perpendicular to the axis of the hole bearing; and the cap must be accur- 
ately centered over the hole bearing. All these relationships were very difficult 
to maintain under the old system with the result that frequently the lubrication 
characteristics of the bearing assembly were inadequate and the watch would not 
function properly. 

“The Duo-Fix method of construction avoids both of these defects of the classical 
method. When it is used, the entire housing may be moved up or down in the 
plate to take account of variations in the length of the pivot; and it is so designed 
as to assure that all the critical relationships will be maintained automatically 
and simply in a mass-production operation. 

“3. The Duo-Fix construction has important cost advantages over the former 
method. In the classical method of construction the following preliminary 
operations on the plate or bridge were required for each bearing assembly: a hole 
had to be drilled to receive the hole bearing; a recess had to be machined to receive 
the plaquette; and a threaded hole had to be made to receive the plaquette screw. 
These operations were not only costly, but introduced additional possibilities 
for minor errors and variations which would adversely affect the functioning of 
the watch. With the Duo-Fix construction only a single hole needs to be drilled 
in the plate to receive the Duo-Fix housing. All other preparatory operations 
are eliminated. The cost savings have been dramatic. BS much so that Swiss 
watch companies now find it possible to use the superior two-jewel assembly on 
additional wheels of the watch, where heretofore the costs were prohibitive. 

“4. The Duo-Fix construction facilitates disassembly, repair, and reassembly 
of the watch. The defects and difficulties of the classical method of construction 
described in 2 above were magnified whenever a watch needed to be taken apart 
for cleaning or repair. The delicate controls which could be maintained in the 
factory to minimize these defects could not be maintained by the jewelry store 
repairman. Moveover, the threads of the plaquette screw, which are very delicate, 
frequently became worn or broken after several disassemblies, thus making it 
impossible to reset the plaquette properly no matter what degree of care was used. 
All these difficulties are obviated by the use of Duo-Fix in the bearing assembly. 

“5, Duo-Fix permits the use of the two-jewel bearing assembly on smaller watches. 
The plaquette takes up considerable room in the watch movement, and its size 
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cannot be reduced beyond a certain point. The result was that the classical 
method of construction could not be used in watches below a certain diameter. 
The present trend of watches is to smaller and smaller diameters, these being much 
preferred by the consumer. Until the invention of Duo-Fix, it was impossible 
to obtain the advantages of the two-jewel bearing assembly in these small- 
diameter watches. The Duo-Fix, however, takes up hardly more room than the 
hole jewel itself and so permits the use of the two-jewel assembly, with its attend- 
ant technical advantages on the very popular small size watch movements.” 

It seems to me that these statements of fact demonstrate conclusively that the 
Treasury Department is in error when it states that Duo-Fix has no useful fune- 
tion except in the upjeweling process. 

I am informed that the Duo-Fix and similar devices have become standard 
construction on all high-grade Swiss watch movements whether made for use in 
Switzerland itself, for export elsewhere abroad or to the United States. 

Actually, the proposed regulation would force an importer to pay a higher rate 
of duty on the basis of his presumed “intent” to remanufacture his product in 
this country. As the Benrus brief points out, the courts have consistently held 
that duties should be based on the condition of merchandise at the time it is 
received in this country, and not on the basis of its ultimate, remanufactured 
form. 

In a long series of decisions, involving many types of products, the courts have 
found that it would be both illegal and impractical to attempt to trace imported 
goods to their subsequent conditions, and to try to impose rates of duty based on 
the final products sold to consumers. The courts have held that only Congress 
ean change this principle. 

The current customs classification applicable to imported watches have been 
on the books for 25 vears, and the courts have ruled specifically on the right of a 
watch importer to convert his products to higher-jewel count without paying a 
prohibitive duty. Yet, during all of these years, Congress has never seriously 
considered a change in the regulations. 

It seems to me that any fair-minded person who considers the facts presented 
in the Benrus brief would be persuaded by their obvious merit. From a legal 
standpoint, it is almost inconceivable that the Treasury Department can ignore 
these compelling arguments. 


Mr. Typrnes. Thank you. 
The Cuarrman. Next is Mr. John Kinsey. Is Mr. Kinsey present? 


STATEMENT OF JOHN W. KINSEY, EXPORT MANAGER, MICRO- 
MATIC HONE CORP., DETROIT, MICH. 


The CHatrMAN. Please give your name and your address and the 
capacity in which you appear. 

Mr. Kinsey. We felt that you people might be interested in the 
problems of a small plant in the Midwest, and so I have prepared 
this statement. 

My name is John W. Kinsey. I wish to thank the committee for 
providing this opportunity for me to appear and testify on behalf of 
the Micromatic Hone Corp., where I am the export manager. I am 
also the chairman of the world affairs committee of the Detroit 
Board of Commerce. 

The Micromatic Hone Corp. is incorporated under the laws of the 
State of Michigan. Its main office is at 8100 Schoolcraft Avenue, in 
the city of Detroit, and it has plants in Guilford, Conn., Evanston, 
Ill.; Pendleton, Ind.; Los Angeles, Calif.; and Brantford, Ontario, 
Canada. It also has licensing arrangements for the manufacture of 
certain of its products with firms in England, France, and Italy. 
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The Micromatic Hone Corp. manufactures honing machines, honing 
tools, honing fixtures and honing abrasives. For your further infor- 
mation, honing is an abrading, metal-removing process, usually the 
final finishing process on many of the component parts used in the 
automotive, aircraft, refrigeration and many other industries. 

The Micromatic Hone Corp. employs a total of 820 people, and its 
products are sold worldwide through a network of approximately 70 
native machine tool dealers. In this selling abroad, the Micromatic 
Hone Corp. successfully competes with foreign manufacturers and 
also competes with them in the domestic market, in spite of extremely 
keen competition in those exports markets where we have no tariff 
protection whatsoever, and also in spite of the fact that the wage 
scale of the Micromatic Hone Corp. is among the highest in the 
United States. 

The total output annually of the Micromatic Hone Corp. is divided 
with machines, tools and fixtures accounting for 70 percent and 
abrasives 30 percent. The number of people employed in the manu- 
facture of the machines and tools is 744, and 76 people in the abrasives. 
Due to our licensing arrangements, we do not participate very heavily 
in the abrasive end of our business by exporting. However, in the 
manufacture of machines, tools, and fixtures, our export sales are 
never less than 10 percent a year, and have been known to account for 
25 percent and more. Taking the past three fiscal years as an ex- 
ample, this means that 111 of our employees owe their jobs directly 
to our export business. An interesting sidelight is the fact that we 
use instruments and machine tools in our own production, purchased 
in England, Switzerland, and Italy. 

We feel that with the passage of the Trade Agreements Extension 
Act of 1955, the President will be able to negotiate the reduction of 
trade obstacles, which will enable us to maintain at least as many, 
and possibly more, people working on export orders. This bill cold 
foster increased sales of our products abroad in the long run through 
the reductions of tariffs of many countries. This would lead to a 
direct increase; but there might also be an indirect increase through a 
further reduction of the United States’ tariffs, enabling more dollars 
to go abroad for the purchase of American equipment, possibly prod- 
ucts of the Micromatic Hone Corp. 

If the President invoked the maximum reduction of the United 
States tariff on machine tools to bring about a reduction of foreign 
tariffs on our products, we would not object. We can and do success- 
fully compete abroad in many countries at the present time and 
without the benefit of tariff protection. We feel that we can hold our 
own at home, because there is considerably more to competition in 
the machine tool industry than a mere comparison of price. 

Furthermore, the provisions of H. R. 1 are more than just a lower- 
ing of tarifts. Behind it all is a stimulation of foreign trade, which we 
feel will not only strengthen the economies of nations we wish to keep 
friendly to us, but also provide the trade ties which are stronger in 
our opinion than military agreements and mutual defense pacts. 

For these reasons, the Micromatic Hone Corp. supports the pro- 
visions of H. R. 1, The Trade Agreements Extension Act of 1955, and 
urges the committee to report the measure favorably back to the House. 

The CuarrMan. Does that complete your statement? 

Mr. Kinsey. Yes, it does. 
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The CrarrMan. Are there any questions? 

We thank you for your appearance, and the splendid statement 
you have given the committee. 

Mr. Kinszy. Thank you. 

The Cuarrman. Next is Mr. Irving C. Reynolds. 

Will you come forward, please, sir. 

Will you please give your name, and address and the capacity in 
which you appear, for the record. 


STATEMENT OF IRVING C. REYNOLDS, CHAIRMAN, DAIRY EX- 
PORT ADVISORY COMMITTEE, TOLEDO, OHIO 


Mr. Reynotps. My name is Irving Reynolds, from Toledo, Ohio, 
and I am a dairy processor, 33 years in that business, and a dairy 
farmer for some 15 years. 

I am chairman of the Export Advisory Committee to the Foreign 
Agricultural Service of the Department of Agriculture, and I wish 
to present the views as my own and to a substantial degree the com- 
posite views of the members of the Export Advisory Committee 
of the Foreign Agriculture Service of the United States Department 
of Agriculture. 

The speaker is past president of a national trade association of 
the ice cream industry, and also recent past president of the Dairy 
Industries Society, International. The advisory committee referred 
to is made up of 15 representatives of various segments of the dairy 
industry of the United States. 


As a committee ogy the Department of Agriculture, we are 
e 


considering all phases of development of sales of dairy products 
to other countries. In this connection we are not only considering 
the present surpluses of the United States dairy products, but are 
thinking of the surpluses of dairy products from other producing 
countries as well. 

We recognize that in a very real sense we are to be either cooperators 
with other dairy producers or competitors of theirs. In our thinking 
and plans we are tending very strongly toward establishing broader 
bases of sales of dairy products in countries where such products are 
in short supply, and in such efforts we favor cooperation with other 
oo producing countries, thus establishing better relations with 
them. 

In cooperation with them we hope to show the way to improved 
opportunity for the dairy farmer and the dairy processing industry 
everywhere in the world where dairy products can be economically 
produced. 

In establishing relations with countries where we may sell, at 
competitive prices, our dairy products, we are immediately concerned 
with trade restrictions which may exist, and with trade quotas and 
other features that may hinder or help the transactions we are pro- 
moting. It is quite apparent to me that the effect of the provisions 
for negotiating trade agreements under the proposed bill would be to 
facilitate the sales of dairy products. Together with other laws that 
are now in effect—and with currency exchange procedures that may 
be provided, it is our thought and belief that there is a very eens. 
ing prospect for the development of a considerable dairy export trade 
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from not only the United States but from other dairy countries that 
might be cooperating with us. 

We expect such trade to continue as a beneficial influence to the 
world dairy industry, not solely as a measure for disposing of our 
present surpluses. 

Surely it is apparent that the wider use of dairy products would be 
highly beneficial to countries now lacking in dairy foods. The re- 
malta in better physical and mental health cannot be fully estimated 
herein, but it is evident, we are sure, that there would be substantial 
benefit to these dairy-deficit countries. We are working on plans 
that would make sales at fair prices for the items sold. 

Obvious, again, is the fact that we must buy if we sell. We believe 
there are goods in practically every country that the United States 
might buy in sufficient quantities to provide that country with the 
exchange necessary to procure an improved diet of dairy foods under 
purchase plans. In some cases the trade may be “three way’ rather 
than a direct bilateral method. 

Our Communistic competitors for the building of international 
friendships do not have surpluses of dairy products that they can 
share with dairy-deficit countries. Their own needs are not ade- 
quately met. Therefore, it may well be important for us, and some 
other countries friendly to us, to cooperate in building up nutrition 
in the needy countries. It will demonstrate good-will and good faith. 
Such transactions in valuable food supplies will, in my judgment, 
prove beneficial in building and maintaining better friendships on an 
international basis—and be effective in demonstrating that the way 
of the free world produces better economic and health benefits. 

The speaker, at the request of the United States Department 
of Agriculture, made a trip to several of the dairy-deficit countries 
during the summer of 1954, and established beyond doubt the possi- 
bility of establishing trade in dairy products, in substantial quantities, 
in many of these countries. 

In several countries, however, trade restrictions would need to be 
cleared away before operations could be carried on at the proper price 
level. In 1947 the speaker made a similar survey of the Far East for 
the Quartermaster General, and arranged for shipment of American 
dairy products to that area. As a result of this survey, several 
substantial dairy products plants, which have been operating eco- 
nomically and efficiently (and with complete satisfaction), for several 
years, demonstrate the feasibility of such enterprises. These plants 
re-combine milk ingredients to serve United States military and 
civilian groups in those areas. 

It is assumed that no trade would be encouraged except on a basis 
of mutually agreeable arrangements. 

It is my belief that American business can, and will, improve 
United States foreign relations by investing abroad, by employment 
of many citizens of those foreign countries, and by forthright co- 
operation in the building of business in those countries. The dairy 
processing and distributing business calls for establishment of business 
enterprises in many areas wherever dairy products are not already 
well established. Almost every area of urban population of 100,000 
people or more in the dairy-deficit countries is a prospective location. 
The benefit to international relations would be very great. 

[ believe that H. R. 1 approaches this problem in a proper way, and 
will help the free world to widen markets and expand production. 
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It is reasonable in its basic provisions. It is a valuable law, and will 
bring long-range benefits to many, and will facilitate considerable 
immediate activity in foreign trade. 

I commend the author of the bill and his colleagues who have 
assisted in presenting this legislation, and I urge that it be given 
speedy and effective action. 

In the case of dairy products, it is my belief that it will benefit: 
The dairy farmers of the United States; the dairy farmers of other 
dairy countries, indirectly; the dairy distributing industry; the dairy 
machinery industry; the health and nutrition of the peoples of coun- 
tries now lacking dairy products in sufficient quantities; and the 
international relations between our country and those who wish to 
improve their diet with our dairy products. 

I thank you. 

The CuarrMan. That completes your statement? 

Mr. Reynotps. Yes, sir. 

The Cuarrman. Thank you so much. 

Are there any questions? 

Mr. Simpson. Do you believe that H. R. 1, which you support, 
fully protects existing laws that are designed to protect the dairy 
products in our country, butter, dried milk and cheese, and so on? 
Do you believe that quotas and so on which are put on by law to 
protect those industries from foreign competition are fully protected in 
H. R. 1? 

Mr. Reynotps. All of the statements which have been made 
available to me, as to the principle and as to the policies behind this 
particular bill, indicate to me that there is a full and honest intent 
to make it work. I think that you refer probably to some of the 
United States restrictions that are supporting the farm price program. 
I believe, sir, they will be adequately protected in the final bill. 

Mr. Stmpson. I refer specifically to our laws which permit. the 
imposition of small quotas, as a matter of fact, on the imports of butter 
and dried milk and cheese, and so on. 

Now, those quotas which we impose against foreign countries who 
want to ship in here those products—those quotas are in no wise 
threatened by H. R. 1; is that right? 

Mr. Reyno.tps. I do not believe so, for it is my understanding that 
adequate protections on this point are already assured in clarifications 
which it is intended will be made in the final bill. 

Mr. Smwpson. If as a matter of fact those quotas are threatened, 
and the producers of those dairy products here in the United States 
would be threatened by H. R. 1, would you still support it? 

Mr. Reynotps. Personally, yes, because of its basic implications 
in the development of a greater dairy export trade. Much con- 
structive thought is being given, within the advisory committee and 
in other quarters, to so Sitadarin the base of dairy products sales 
that eventually the dairy surpluses of other countries, as well as our 
own, will be absorbed. I am speaking of long-range projects, in- 
volving cooperation among all dairy producing nations, which are 
under consideration. I repeat, I am speaking for myself. 

Mr. Stmpson. Do you want the record to show, and I want to be 
sure you understand, that if H. R. 1 permitted our negotiators or 
the President to remove these quota provisions, now in our law, so 
that producers of dairy products abroad could ship them into the 
United States, you would not object? 
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‘Mr. Reynoups. Mr. Simpson, I believe that there is considered 
in some people’s minds to be some danger, but I believe that the risk 
is not great enough for me to go on record as against H.R.1. That 
is my personal view. 

Mr. Stimpson. Thank you, sir. 

Mr. CuatrMan. Thank you for your appearance and the informa- 
tion given the committee. 

The committee will stand adjourned until 10 o’clock in the morning. 

(The following correspondence was submitted for the record:) 


Wasnuineton, D. C., January 20, 1955. 
Hon. Danret A. REED, 
House Ways and Means Committee, 
House Office Building: 


It is our understanding that Irving C. Reynolds presented testimony before 
the House Ways and Means Committee on January 19, 1955, supporting H. R. 1 
and that his statement indicated it had the approval of the 15-member Export 
Advisory Committee for Dairy Products, Foreign Agricultural Service, United 
States Department of Agriculture. We are members of that committee, and to 
our knowledge the statement was not presented to nor approved by the com- 
mittee. The statement does not have our endorsement. 

E. M. Norton, National Milk Producers Federation, Washington, 
D. C.; Orval H. Ause, H. C. Christians Co., Chicago, Il.; Bruce 
Baldwin, Abbotts Dairies, Philadelphia, Pa.; Bernie F. Beach, 
Michigan Producers Dairy Co., Adrian, Mich.; T. W. Greenway, 
Dairymens League Cooperative Association, New York, .N.. X.; 
P. L. Haymes, United Milk Products Co., Cleveland, Ohio; 
George M. McCoy, Borden Food Products: Co., New, York, 
N. Y.; George B. Pfiefer, North Star Dairy, St. Paul, Minn.; 
Robert Rosenbaum, David Michael & Co., Philadelphia, Pa.; 
L. D. Schreiber, Schreiber & Co., Chicago, Ill.; A. W. Sigmund, 
Kraft Foods Co., Chicago, Ill.; George O. Tiffany, Unilac, Inc., 
Stamford, Conn. 


a 


Tue FRANKLIN IcB Cream Co., 
Toledo, Ohio, January 25, 1955. 
Hon, Jere Coopsr, 
Chairman, House Ways and Means Commitiee, 
1102 New House Office Building, Washington 25, D. C. 


Dear Mr. Cooper: In connection with my testimony before your committee 
on January 19, in which I was speaking in support of H. R. 1, I wish to file the 
following supplemental statement: 

My intent in going on record before your committee favoring the Reciprocal 
Trade bill was to speak as an individual who has become acutely aware of the 
needs for exchange dollars in many areas of the world where our dairy products 
may be sold. This awareness arises both from the fact that I am chairman of the 
Dairy Export Advisory Committee of the Foreign Agriculture Service of the 
United States Department of Agriculture, and that I have served in recent years 
as president of Dairy Industries Society, International. Several experiences have 
indicated to me the desirability of reciprocal trade development. 

However, I find that I have, inadvertently, failed to make clear that the state- 
ment was my own. When my statement was being prepared I find, upon reexam- 
ination, that I indicated that these views are ‘‘to a substantial degree the composite 
views of the --—— committee.’’ And in the cover sheet the support of the 
committee and Dairy Industries Society was implied by the use of the word 
“approval.” 

T respectfully request that I be permitted to amend my statement and have the 
record show that the statements made were my own, solely—both as to the pre- 
pared statement, and in the answers to questions before your committee. 

Such permission on your part will be very much appreciated. 

Sincerely yours, 
Irvine C. REYNOLDs. 


(Whereupon, at 5:45 p. m., the committee was recessed, to recon- 
vene at 10 a. m. the following day, Thursday, January 20, 1955.) 
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THURSDAY, JANUARY 20, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MBANs, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the com- 
mittee’s main hearing room, House Office Building, Hon. Jere Cooper 
(chairman) presiding. 

The CHAIRMAN. The committee will please be in order. 

The first witness on the calendar this morning is the Honorable 
William L. Springer, a Member of Congress from Illinois. 

Come forward, Mr. Springer. Of course, we know you very 
pleasantly and are delighted to have you with us this morning. For 
the record, will you give your name, address, and capacity in which 
you appear? 


STATEMENT OF HON. WILLIAM L. SPRINGER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Sprincer. My name is William L. Springer, and I represent 
- 22d District of the State of Illinois. My home is in Champaign, 
Til. 

The CHairMan. You are recognized, Mr. Springer. You may 
proceed. 

Mr. Sprincer. Mr. Chairman, my interest in this matter has gone 
back some 2 years. During this time, I believe I have been in as many 
countries as anybody on your committee, and in which I have made 
inquiries into this very thing that you have under investigation. 
Last year I was in every country in Western Europe this side of the 
Iron Curtain, with the exception of Yugoslavia. I talked not only 
with the FOA administrators in those countries but I believe I talked 
with almost every government having to do with this important 
problem of trade and tariffs and restrictions against trade. 

Last year I made another trip in which we finally went around the 
world. I was in every country, I think, almost, of any country that 
we trade with of any importance with the exception of Australia and 
New Zealand, where the committee did go but I did not go. 

This last year, in November and December, a Subcommittee on 
Interstate and Foreign Commerce was in Africa and almost every 
country in Africa on some 5-week trip. 

I give that background merely to develop the fact that I have had 
an interest in this matter and I believe that there are some things that 
this committee might like to know. 

From what I can see, and I am trying to put together the welfare 
and the security of the United States and wrap it up with a piece of 
the world and also, I think, the welfare of other countries who will 
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trade with us, that we do need an expanding trade program. Some of 
these situations that you see in some of these countries are almost 
beyond description as far as the standard of living, and so forth, is 
concerned. It is a problem on how to increase the trade of those 
countries in order that they may raise their standard of living without 
doing the United States what I would call any real serious damage. 

I believe possibly some people, having read most of the statements 
that have been made before this committee thus far, have made a 
mistake in saying that we will get corresponding benefits as the result 
of the enactment of this act. I am inclined to believe that we will 
not, at least for the present. Tariff is something that other countries 
want lowered in order that they may seek markets in this country. 
An automatic lowering of tariffs in other countries will not give us a 
correspondingly as good market in their countries. 

I want to say at the beginning here, too, that I have voted for the 
Reciprocal Trade Act on both occasions, the last 2 years of the Truman 
administration and I voted for the extension of it last year, so I think 
I have been very friendly to it, but I do want to call this to your atten- 
tion, that I do not believe, as far as the benefits to come to the United 
States are concerned, are involved in this bill on tariffs. We are not 
to the problem of tariffs, as I see it. The problem facing us today is 
import restrictions in other countries. The problem of tariffs is not 
even involved at the present time. I am pointing this out because I 
come back to the statement I made a minute ago, because in this bill 
there is no immediate benefit to the United States; that is going to 
have to be worked out over a good many years. But the thing that 
has disturbed me greatly has been this question of import licenses and 
there is not anything, as far as I know, or any legislation that we have 
a which will relieve that tension over the question of import 
icenses. 

I would just like to refer here to this Basic Instruments in Selected 
Documents, Second Supplement, the Geneva Agreement on Tariffs 
and Trade which the contracting parties to the General Agreement on 
Tariffs and Trade entered into in January 1954 at Geneva. This 
trade restriction or import license business is one that seems to me is 
going to seriously handicap our ability to trade abroad, but it is not in 
any way going to hinder the ability of other people to trade with us. 
So this question of trade, this question of tariffs that is raised in the 
bill, I do not believe is too important. I think the question is, What 
are we going to do about this question of import licenses or embargoes 
against trade altogether of the United States? 

Let me turn to page 39 of the document I mentioned a minute ago, 
the report under article XIV (1) on the discriminatory applications of 
import restriction. I am reading from what you expect the Senate 
of the United States to ratify next Monday. Under that paragraph, 
the— 
contracting parties are required annually to report on any action still being taken 
by the contracting parties under the provisions of this agreement allowing the 
discriminatory application of import restrictions maintained for balance-of- 
payment reasons. 

Now, in the statement submitted by them in the middle of 1953, 
in response to a questionnaire of 22 of the 33 contracting parties to 
the question, they stated that they maintained restrictions on im- 
ports— 
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to safeguard their balance of payment and were exercising some degree of dis- 
crimination between sources of supply. 
Those 23 nations are therein set out. When the third report was 
drawn in October 1952, the contracting parties found that the gen- 
eral trend had been the intensification of import restrictions. 

Now, I go on here to the United Kingdom, which is most im- 
portant. 


The relaxations mentioned above which are mentioned for the United Kingdom 
related almost exclusively to imports from countries outside the dollar area. 


So we are not getting any benefit from that at all. 

Now, I-want to turn to page 42, and this is “Notes on the dis- 
criminatory application on import applications.”” I am naming these 
countries to you: 

Australia, all imports subject to license; Austria, hardly any at all; Brazil, all 
imports are subject to license; Burma, all imports are subject to license; Ceylon, 
imports are freely admitted from sterling areas. Restrictions on imports from 
the dollar areas and also certain currency areas; Chile, all subject to license. 
Denmark, practically the same. 

There is a list here of unrestricted, but as far as the dollar areas are 
concerned, we are subject to them. 

France, all imports are subject to license; Federal Republic of Germany, all 
are subject to license; Greece, not quite so; India, all subject to license; Italy, 
the same; Netherlands, the same; New Zealand, the same; Norway, Pakistan, 
Southern Rhodesia. 

I point this out for the reason that here we have had objection 
to the escape clause. We have had objection to peril point. Here 
is a bill in escape clause which no amount of legislation covers. 

Now, if you are going to have a genuine trade program somewhere 
along the line these import restrictions have to be removed. There 
is not any solution, as I see, that is going to benefit the United States 
in this exchange program unless you get rid of these import licenses, 
because tariffs are not important until they are removed. I do not 
believe there is any way in which you can frame this bill except to 
say that we are going to, very frankly, give some of the markets of 
this country to other countries. I think that is a sacrifice we would 
have to make if you are going to enter into this bill. I think it is 
a mistake of the State Department to tell you otherwise, because we 
are going to lose certain markets in this overall process, and we are 
not going to gain any markets unless you get rid of import restric- 
tions in these various countries. 

When you analyze this GATT agreement you will find that these 
other countries are not letting us import anything that is in competi- 
tion with them. They are allowing us to import and they are granting 
licenses on things which are not in competition but, may I say, that 
they are not making any sacrifices as far as I can see under the GATT 
agreement. I do believe we are going to make a serious sacrifice in 
a portion of our trade by agreement to this bill. I do believe it ought 
to be firmly understood what we are going to do and are we recip- 
rocally going to get anything in exchange for it, because a reciprocal 
trade program ought to be built on some kind of a reciprocation to us, 
and there is not any real sacrifice or reciprocation that is going to be 
made providing that we exchange reciprocally tariffs, because tariffs 
are not going to be important unless we remove import restrictions. 
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As long as these countries are in an impossible position, they have 
an escape clause, they do not have to comply with the provisions of 
GATT. I do think it is something for this committee to think about 
rather than just the one question of whether you are going to recip- 
rocally exchange benefit of tariffs. 

Now, there is this thing which I feel, as I have gone around in 
these various countries, and that is the reciprocal trade program is 
becoming increasingly an arm of our foreign policy and it is so being 
used by the executive department and oe the State Department, 
and I am not saying, again, that that is wrong, but I do believe that 
it is becoming increasingly apparent that our trade program is be- 
coming, as I say, merely an arm of our foreign policy. In other 
words, let us just take these instances in Europe and now in Japan, 
we have gotten most of the countries which we claimed and they 
said also those countries were economic lodestones around our neck. 
We are now rid of most of those in Europe. We have just one, really, 
remaining, and that is Japan. If you will run down the list of products 
during the last year or year and a half on which tariffs have either 
been proposed or are now in effect reductions they are in the Japanese 
areas. Why? For only one reason. We are trying to get them 
economically off our neck, and the only solution is to allow them to 
trade with us. Now, when the Japanese Treaty was up, I raised this 
problem with the State Department as to where the markets were 
going to come from, because we could not survive unless they had a 
market for their exports. I was informed by the State Department 
that that was taken care of, and that southeast Asia, and the South- 
west Pacific would be the area of their trade. When I talked with 
the British, I found out that was not true at all, that no arrangements 
had been made at all. The Filipinos do not want them there, and 
certainly the Australians and New Zealanders have been principally 
responsible for keeping Japan out, though there is a provision here 
which allows them on a consultation basis to sit in on these meetings 
without the power to vote. 

Now, I am coming back to this question: that it is a serious problem, 
it seems to me, as to how far you are going to allow the executive 
department to use this thing as an arm of foreign policy. 1 would 
be perfectly willing to trust the man down in the White House about it. 
I would say this to you frankly, without any politics, that I have some 
hesitancy about some of the people I would trust, and I am referri 
both to Republicans and Democrats, who have held this pouition and 
who somebody of the same nature might administer it in the future 
for the reason that somebody might use it to the point where it is 
not of any use. 

On the other hand, I can imagine some people administering this 
to where it would practically be a giveaway of our whole trade, in- 
cluding our industry in this country. 

Now, what safeguards are provided in this particular bill, H. R. 1? 
Last year, I voted for 1-year extension, and at that time I sincerely 
believed that 1-year was all that should be granted. I do believe, 
after talking with many of these countries, that it is an impossibility 
for them to plan on any kind of trade program on a 1-year basis. 
About 3 years is the minimum that they can have, and still have a 
trade program. For that reason, I believe 3 years is about the 
maximum that you ought to extend it, because I do believe that there 
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ought to be consistently the pressure on the executive department 
to know they have to come back here to you fellows and talk it over 
at least once ever 3 years to iron out things legislatively, which cannot 
be ironed out under the peril clause and the tariff clause. 

I do believe this: the State Department is doing some good things. 
The thing I found out as I went around this last time was that prac- 
tically all of our trade is being guided to underdeveloped countries. 
There definitely, when you talk about the missions abroad, they are 
not trying to guide American commerce into Europe. If it goes, all 
right, but they are trying over there to guide the commerce between 
various countries in Europe and that stands out without any question. 

They are now trying, as we find in Ethiopia, where a team is trying 
to find out different ventures for American capital in order that we 

ight have a market there for goods providing they had a favorable 
balance of trade. 

You have a team of that same type going to Pakistan, trying to get 
into the underdeveloped areas in order that we will not conflict with 
these various trade areas such as you have in Europe in order to allow 
those people to become economically self-sufficient. 

I still come back and believe this is the real important thing, and 
that is convertibility of currencies. Last year I introduced one of the 
five measures on the Surplus Agriculture Disposal Act and some of 
you will recall how hard I worked for that bill, because I believe that 
was the first step I could see in the whole question of solving convert- 
ibility of currency which is the only answer you have to this problem, 
and I am hoping some way we will work that out. 

This year, in Spain, that convertibility of currency was working, 
because I will say to you southerners that they had sold about $25 
million worth of cotton to Spain and we were using the proceeds of 
that on a sort of revolving fund. I think that surplus agriculture 
disposal bill in another year is going to be one of the guiding lights 
that you will see on this whole question of trade. 

Now, to come back to this question: Do I favor this bill, I wall 
say frankly, I do. I felt there would be some sacrifices that we are 
going to make, but I do believe the overall approach is good, and I 
am for the bill. 

That completes my statement, Mr. Chairman. 

The CuarrmMan. That completes your statement, Mr. Springer? 

Mr. Sprincer. Yes, sir. 

The Cuarrman. Thank you for your help and the information you 
have given to the committee. 

Any questions? 

Mr. Eberharter of Pennsylvania will inquire briefly. 

Mr. Eseraarter. Mr. Springer, these two trips that you took to 
Europe and a trip that you took to South America 

Mr. Sprincer. To Africa. I have not been to South America. 

Mr. Esernarter. Were they in an official capacity as a member 
of the Interstate and Foreign Commerce Committee? 

I ask this question because you said that you had spoken to many 
of the officials of those countries. 

Mr. Sprincer. I did. I will say this: We were there on other 


matters, but trade is one thing I am slightly interested in in my 
own district. 
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Mr. Eseruarter. I understand that you are on the Interstate 
and Foreign Commerce Committee and were on the trips of that 
committee. 

Mr. Sprincer. Yes. 

Mr. Eserunarter. [ can say that you got a broad and compre- 
hensive knowledge because your testimony shows that these official 
trips of the committee were very valuable for the information you 
have given this committee. 

Mr. Sprincer. | can say certainly it was broadening to me, and 
what money was spent was very worthwhile as an informational 
proposition to a Congressman. 

Mr. Esernarter. Thank you. 

The CHarrMan. Any further questions? 

We thank you for the information given to the committee. 

Mr. Sprincer. Thank you, gentlemen. 

‘The CuarrMan. The next witness is our colleague Hon. Frances P. 
Bolton. Mrs. Bolton, we know you well but for the record will you 
follow the customary procedure and identify yourself. 


STATEMENT OF HON. FRANCES P. BOLTON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OHIO 


Mrs. Boiron. Mr. Chairman, during my 15 years in the Congress 
as a Representative of the 22d District of Ohio, I have supported 
extensions of the Reciprocal Trade Agreements Act each of the 
8 times that it has come before the Congress. I am supporting it 
again. 

President Eisenhower, in his message to the Congress on January 10, 
1955, gratified many of us concerned with this Nation’s trade when he 
described his program as “‘moderate, gradual and reciprocal.”” I have 
often said that I believe in tariff reductions if they are truly reciprocal, 
if they prove equally beneficial to both signatory parties. Both buyer 
and seller must gain. 

All too few people realize that while the principles of the trade- 
agreements program are basically international, the application of 
those principles—as far as my constituency is concerned—is entirely 
a local matter. In the Greater Cleveland area there are hundreds of 
large and small businesses which manufacture upward of 1,000 
products, a large proportion of which has long been marketed at home 
and abroad. Thousands of persons find gainful employment in the 
production of that merchandise. And on the periphery of Cleveland 
we have hundreds of farms. These farmers engage not alone in 
dairying, and stockfeeding, they cultivate their lands and orchards in 
the production of wheat, corn, apples, grapes, pork, and other crops, 
of which we in America are at this very hour producing exportable 
surpluses. To keep our local industries in production, our farms 
prosperous, it is imperative that we find foreign markets in which to 
dispose of these products economically and profitably. 

This can best be accomplished by trade that is truly reciprocal, 
where we dispose of our surplus products and accept In payment 
thereof those products not native to our soil—coffee, tea, bananas, 
crude rubber, and silk, to name but a few. We need also those prod- 
ucts so vital to our defense industries which are in short supply in 
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our country—strategic products such as nickel, tungsten, cobalt, 
manganese, mica, and many others. 

At another point in this statement, Mr. Chairman, I make par- 
ticular reference to other phases of our national security. 


MY STUDY OF THE TRADE ISSUE 


It is because the trade issue is so vital to our domestic and foreign 
economy and to our national security that year after year I have made 
a separate study of the subject before casting my vote. 

Last year, in anticipation of this legislation, I decided to go further 
in my analysis of world trade problems. I began a very extensive 
correspondence with persons throughout the country who are con- 
versant with the problems of trading in foreign countries. My letters 
read: 


My Dear Mr. —: For 15 years, as Congressman of the 22d District of 
Ohio, I have tried to support sound legislation in the Congress that would aid in 
furthering the economic welfare of the American people. The needs and desires 
of my constituents in Greater Cleveland and my membership on the House For- 
eign Affairs Committee have made me particularly aware of the need for an 
intelligent trade policy for the United States. 

In preparation for the 84th Congress, I am giving serious consideration to the 
kind of action the Congress might take in the area of foreign trade. Discussions 
in the 83d Congress on the extension of the Reciprocal Trade Agreements Act 
made it apparent that the question of trade and tariffs will come in for some 
very serious deliberations in the coming 84th Congress. 

President Eisenhower will probably renew his request for a 3-year extension of 
that act and the Committee on Ways and Means is expected to delve into all 
aspects of our tariff policy. In addition, many reputable national organizations 
have urged the Government to take forthright action on foreign trade. 

For that reason, I am writing to you and a few other experts in the fields of 
business and international trade to secure your own best thought as to the spe- 
cific area in your field which might profit most from Federal legislation. I should 
be delighted to have your opinions and I will give them the most serious considera- 
tion, although you know that it is impossible to make any specific commitments 
as te just what I can do, or what the Congress may do. 

It is my feeling that only by intimate and close consultation of this kind can 
we legislators effectively serve the national interests. I hope I may hear from 
you soon. 

Sincerely yours, 
Frances P. Bouron, M. C. 

The 135 replies I received contained the considered opinions of 
some of the best minds in this country, both pro and con of this vital 
issue. They were invaluable to my fuller understanding of our for- 
eign economic policy, and in the body of this statement I have drayn 
freely from these opinions to illustrate my position. 


NEED FOR OTHER TRADE METHODS 


Mr. Chairman, whereas I offer support of H. R. 1, I feel we should 
not stop there. H. R. 1 would extend for 3 years the Presidential 
authority to negotiate reciprocal trade agreements and—subject to 
present peril-point and escape-clause provisions—it gives the President 
authority to: 

(1) Reduce selected tariff rates by not more than 5 percent 
per year for 3 years. 

(2) Reduce, by not more than half over the 3 years, the Janu- 
ary 1, 1945, rates on articles not now imported or imported in 
negligible amounts. 
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3 (3) Reduce to 50 percent any rates in excess of that level. 
However, among those with whom I corresponded an impressive 
number emphasized the fact that reduction of American tariffs alone 
would not remove the many serious obstructions which now exist— 
within and without our borders—to a healthy two-way trade. 
- Therefore, I respectfully suggest to the distinguished members of 
the committee that they consider also the many other methods by 
which we can stimulate international trade to the general advantage 
of the citizens of the United States. 
Let me cite a few: 


CUSTOMS SIMPLIFICATION NEEDED 


Among the biggest stumbling blocks to our buying from abroad are 
the customs procedures of our own country. Some of those with 
whom I correspond would attack that situation before all others, as 
Mr. John J. McCloy, chairman of the board, Chase National Bank, 
wrote: 

* * * T also feel very strongly that constructive legislation should be adopted 
which would have the result of cleaning up the rabbit warren of regulations which 
importers now have to go through and that more certainty be introduced in the 


administration of our tariff policies. I think at this stage it is considerably more 
important than reduction in tariff. * * * 


There is a good example of this problem in my own area. Mr. 
R. W. Gresham, secretary-treasurer, the A. W. Fenton Co., Inc., 
points out: 

* * * For instance, in our Cleveland customhouse, they are presently handling 
100 percent more business than they handled in 1946 with 10 percent more people 
than they had at that time. We have a customs warehouse which is crowded and, 
in busy seasons, merchandise must be held back at freight terminals because it 
cannot be readily processes. * * * Quarters are so cram and old-fashioned 
in the basement of our Federal Building that modern mobile equipment is unable 


to drive up to the customs loading platform to pick up freight and deliver it over 
the road to importers. * * * : 


FOREIGN IMPORT QUOTAS NULLIFY TARIFF CONCESSIONS 


American exports are frequently more limited by other countries’ 
import quotas than by their tariff rates. As Mr. Arthur S. Armstrong, 
president of the Cleveland Twist Drill Co., said: 

* * * The reason the value of duties levied on manufactured goods is so small 
is the fact that there is 100 percent embargo on the importation into the United 
Kingdom of any goods which are manufactured in sufficient quantities within 
the Commonwealth. This is accomplished by the denial of import licenses for 
any such goods—a trade weapon not used by our country. * * * 


The Committee on Economic Development and others have urged 
that the President be authorized to exchange reductions in our tariffs 
for other kinds of benefits to the United States than merely tariff 
reductions abroad. 


DOUBLE TAXATION DISCOURAGES INVESTMENT ABROAD 


Then there is the question of American profits made in foreign 
countries being taxed both in the country in which they are earned 
and again in the United States. Mr. John W. Houser, executive 
vice president, Hilton Hotels International, said: 
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* * * We know from experience that working abroad involves unbelievable 
problems and a real capital risk. * * * I believe that a great incentive can be 
created through reduction or elimination of taxes upon possible earning abroad 
which would offset_the hazards and difficulties of engaging in such work. * *:* 


ANTITRUST LAWS NEED STUDY 


There are also the complications of legal requirements. Mr. Leo 
D. Welch, treasurer of the Standard Oil Co. of New Jersey, Se 


for himself and for Mr. P. T. Lamont a director of that firm, pointe 
out: 


* * * The United States investors operating abroad should be protected from 
undue extension of the United States legal requirements. Where the United 
States-owned enterprise in a foreign country complies with the requirements, of 
local law, it is hard to see that any additional requirements should be imposed, 
and it is extremely confusing when these requirements differ from those imposed 
by the government in whose area the business is conducted. * * * 

Many other businessmen are asking for our reciprocal trade treaties 
to include provisions which would protect them from the threat of 
expropriation and other factors which discourage investment. 


EFFECTS ON 22D DISTRICT OF OHIO 


In my own 22d Congressional District, it is difficult to gather figures 
which indicate the great extent to which we are dependent upon export 
business. We produce paint, enamels, automobile parts, and many 
other items which go into making a complete machine, and this 
machine is ultimately exported but is never registered as an export 
from Cleveland. 

True, some of our industries are adversely affected by foreign com- 
petition, especially those manufacturing bicycles, sewing machines, 
and—to a degree—steel. But many more companies are buying and 
selling abroad in large quantities and several businessmen have told 
me that they depend on foreign trade for their margin of profit. One 


president of a large Cleveland corporation perhaps oversimplified the 
problem when he said: 


* * * We feel that low tariffs stimulate irternational trade which, although 
hurting some specific businesses, is nevertheless in the best interests of the world 


at large * * * 

A good indication of our dependence upon foreign trade is shown in 
a recent Ohio industrial study by the United States Department of 
Commerce. It showed that about 30 percent of Ohio workers are in 
industries whose export sales on a national basis are more than 20 
times as large as the corresponding United States imports; and another 
40 percent of Ohio’s workers hold jobs in industries which sell to foreign 
markets from 4 to 20 times as much as imported to this country in 
comparable goods. 

But the maximum effects on Ohio will be in years to come when the 
great St. Lawrence seaway will be bringing new markets to our doors 
and new products for our people. The seaway may transform the 
whole Great Lakes area into another coastline, and those of us who 


look toward the future see that our best interests lie in an enlightened 
world trade policy. 
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VITAL DEFENSE INDUSTRIES AND NATIONAL SECURITY 


But above all else, Mr. Chairman—and apart from” considerations 
of economics and diplomacy—we must safeguard those domestic 
industries essential to our national security. There is concentrated 
in the State of Ohio almost one-third of the entire machine tool 
industry of the United States—the backbone of any peacetime 
industrial or wartime armament program. The capacity of this 
industry has been seriously damaged by gradual reduction in tariff 
protection and because contractors and industries generally went to 
Europe to import machine tools during the Korean war. 

This dire situation can be alleviated through the use of carefully 
planned Government purchases. The past Congress authorized the 
Secretary of Defense to grant $100 million in contracts for long-lead- 
time machine tools which would be required in a national emergency. 
This equipment—periodically modernized to meet current weapons 
design—will be held in storage. Having received such contracts the 
factories will be kept in production. The Secretary of Defense is 
expected to ask for another $100 million authorization for this year. 
I urge that he be granted that authority. 

But the machine-tool builders are deeply concerned by the implica- 
tions of President Eisenhower’s recent Executive Order 10582 on 
administration of the Buy American Act. It would be appalling if 
the Defense Department felt constrained to buy machine tools from 
foreign producers solely because their price is about 6 percent lower. 
Not only would foreign machine tool plants be in close proximity to 
the probable enemy, but they would not be able to offer the engineer- 
ing service which is just as important as the original machine. Ma- 
chine-tool users must be in constant contact with their builders, for 
attachments, tooling, and repair parts. We do not go 3,000 miles 
away to build our fighter planes and neither should we go such a 
distance for the machine tools which are the seeds from which these 
planes grow. 

CONCLUSION 


Mr. Chairman, the world of today—the world to which the United 
States must give courage and leadership—is a world of confusion, of 
turmoil, and dissension. It is a world of insecurity in which there is 
very real danger, not only for ourselves but for all mankind. It is 
for us—free citizens of a free land—to open up the way of hope, of 
high morality, and of unselfish action. 

Were there no other reason for broad reciprocal policies in inter- 
national trade, this alone would be reason enough to go forward in the 
development of such policies as will give greater opportunity not only 
to ourselves but to freemen everywhere. This alone gives meaning 
to our action at this time. The extension of these reciprocal trade 
agreements is one step along the way. 

The CuarrMan. We thank you for your appearance and the in- 
formation you have given the committee. 

Mrs. Bouron. Thank you, Mr. Chairman. 

The CuatrMan. Next on the calendar is the Honorable Charles S. 
Gubser, a Member of Congress from California. 

We know you very pleasantly as our colleague in the House and 
are delighted to have you with us and extend to you a cordial wel- 
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come. Please follow the usual custom of giving your name and 
address and capacity in which you appear for the record. 


STATEMENT OF HON. CHARLES S. GUBSER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Gusser. Thank you, Mr. Chairman. I am Charles S. Gubser, 
and I represent the 10th Congressional District of the State of 
California. 

The principal agricultural industry of the 10th Congressional 
District is the production of dried prunes, and I wish to thank the 
chairman and the members of the committee for the opportunity 
this morning of expressing the views of that industry or the leaders 
of that industry. 

I have before me a signed statement by Mr. R. A. McArthur, 
chairman of the prune administrative committee and the California 
Prune Advisory Board. 

The prune industry greatly appreciates the opportunity to express 
its views on the issue of the extension of the Reciprocal Trade Act 
inasmuch as it has for approximately 50 years been dependent on the 
export outlet for disposition of a major part of its production. Even 
as early as 1909-14, yearly prune exports averaged 34,900 tons, 
13,000 more than were commercially exported in the crop years of 
1949 and 1950, and more than the 33,000 tons exported in the 1954 
crop year ending August 1, 1955. During the 1920’s an average of 
46 percent of the pack went into commercial export channels varying 
from 28,700 tons to 134,700 tons in the years from 1920 to 1929. 
Prune production during this period averaged 66 percent of the 
world production, and prune acreage increased from 82,900 acres in 
1914 to 172,340 acres in 1929 largely caused by favorable prices 
following World War I. 

In the period 1930-39 production remained high, averaging 215,000 
tons, with the peak production of 288,000 tons in 1938 

Mr. Reep. You are not dealing with anything but prunes? 

Mr. Gusser. No, sir. 

Mr. Resp. Thank you very much. 

Mr. Gusser. In the period 1930-39 production remained high, 
averaging 215,000 tons, with the peak production of 288,000 tons in 
1938, and as a result larger amounts of the world production was 
produced in California and larger tonnages were exported, ranging as 
high as 152,300 tons in 1930 and averaging about 100,000 tons during 
this decade. Because of trade barriers such as the autarkical system 
instituted by Hitler much of the prune industry’s historical outlet to 
Germany was lost, a market that took from 25,000 to 50,000 tons. 
The lack of adequate export markets caused prune prices to be 
further depressed with the average price in 1938 as low as $42 per ton 
to the grower and never higher than $80. This was 40 percent of 
parity in 1938 and less than 60 percent of parity during 6 of the 10 
years. It was not uncommon for the industry to wind up the crop 
year with a carryover of from 50,000 to 75, 000 tons. Consequently, 
severe economic distress occurred among prune producers and prune 
acreage began a decline that has continued each year until 1954 
when the downward trend was reversed temporarily at least at 
95,000 acres. 

57600—55—pt. 





382 TRADE AGREEMENTS EXTENSION 


An average of 65,700 tons were shipped annually to foreign countries 
during the World War II years through lend-lease arrangements. 
The importance of prunes was demonstrated during this period when 
the Government called upon prune growers to increase their production 
to a maximum in order to supply our Armed Forces and our allies with 
a food that was highly nutritious and easily transportable, requiring 
relatively small space at a time when cargo space had to be conserved 
and allocated only to those materials that would contribute toward 
winning the war. In 1946 the industry was able to export about 
70,500 tons to Great Britain and other European countries by means 
of assistance loans to these countries from our Government. How- 
ever, in 1947 and 1948, absence of this assistance and the economic 
distress in Europe caused commercial exports to drop to 12,409 and 
14,905 tons, respectively. It was necessary for the industry to request 
the assistance of the United States Department of Agriculture which 
answered the pleas of the industry by purchasing about 190,000 tons 
of prunes of which over 175,000 tons were sent to occupied countries 
and Great Britain and the balance disposed of in noncompetitive 
domestic outlets such as the national school lunch program. In 1948, 
1949, and 1951 export subsidy payments were instituted to help the 
industry regain its export markets. 

During these years of economic difficulty beginning in 1933 the 
marketing problems were attacked by such devices as voluntary 
marketing agreements and State and Federal marketing orders. 
Quality control, surplus control, and advertising and trade promotion 
were tried in the 1930’s and up to 1942, when a California State 
marketing order was suspended due to war conditions. In 1947 a 
limited program was started under State law providing for research 
and education which led to the promulgation of the present Federal 
Marketing Order No. 993 under which the industry is now operating. 
Surpluses have been disposed of with the help of the United States 
Department of Agriculture and with considerable sacrifice by the 
industry in diverting a large part of its low-quality prunes to non- 
human consumption outlets. The industry’s workable self-help pro- 
gram was further implemented in 1952 by expanding the State market- 
ing order to include advertising and trade promotion with growers 
paying $1.50 per ton and packers the same amount into a fund which 
has been used to stimulate the sales of prunes and prune products in 
domestic channels and to a limited extent in Great Britain. While 
the prune industry is appreciative of the assistance rendered to it by 
its Government, it desires to become self-sufficient and no longer 
dependent on its Government to keep it in business. 

The production potential of its present acreage was demonstrated 
this year when a crop, estimated by the California Crop and Livestock 
Service at 184,000 tons, was produced; the largest per acre yield of 
record. While it is trying to increase domestic consumption by its 
contributions to its advertising program and by the efforts of individual 
prune processors in connection with their own brand advertising, the 
extent to which markets can be found in export channels will deter- 
mine, at least for the next 10 years, whether or not it will have to look 
for assistance in the disposition of its surpluses. Historically, about 
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all the tonnage the domestic market has taken is about 120,000 tons. 


An produced over this amount must be exported or diverted 
into nonhuman consumption outlets at considerable loss to prune 
producers and at a loss to the satisfaction of the increasing demand 
for food in the world. 

Consequently, prune producers and processors are greatly interested 
in any efforts that will expand exports of agricultural products. 
They favor the return to normal commercial export trading and 
feel that they can compete successfully in a free market with any 
country in the production and marketing of prunes. Recent informa- 
tion obtained from Europe through travel by industry representa- 
tives and from Government sources indicate that the most prevalently 
mentioned obstacle, the lack of dollars, is not nearly as serious a 
barrier as the complexities in obtaining import licenses and the 
political considerations in many of the countries, including protection 
of their own agricultural industries. Therefore, consideration of the 
extension of the Reciprocal Trade Agreement Act should be weighed 
with a view to reciprocity by our friendly allies as well as by 
this country. Concessions by this country in reducing import duties 
should be made only if similar concessions are granted by the foreign 
country with which we are negotiating. In plain words the trade 
agreement should be truly “reciprocal.” 

If the barriers to exports of historically exported agricultural 
commodities cannot be reduced without fairness to the agricultural 
interests, the prune industry would be reluctant to support extension 
of the act. However, as this would be largely a matter of adminis- 
tration, it believes every effort should be made to restore normal 
methods of trading in export outlets. Therefore if the interests of 
agriculture, particularly specialty crops, such as prunes, can be 
improved through mutually advantageous concessions that will reduce 
or eliminate trade barriers the prune industry will support the exten- 
sion of the act. It also believes that reduction of such trade limita- 
tions will not only greatly improve the economic conditions in agri- 
culture but will also reduce international tensions and bring us closer 
to the day when the cold war will be supplanted by normal peaceful 
conditions. 

That concludes the statement, Mr. Chairman, It is signed by 
Mr. R. A. McArthur, chairman, Prune Administrative Committee of 
the State of California. 

The CuatrmMan. We thank you for your appearance, Mr. Gubser, 
and the very helpful information you have given the committee. 

Are there any questions? 

If not, we want to thank you for your appearance. 

Mr. Gusser. Thank you. 

The CHarrmMan. The next witness on the calendar is Mr. Morris 
S. Rosenthal, senior councilor and chairman, research and planning 
emeren National Council of American Importers, Inc., of New 

ork. 

We have had the pleasure of having you with us on many occasions 
in the- past. I will ask you, please, to follow the custom of giving 
your name, address, and capacity in which you appear. 
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STATEMENT OF MORRIS S. ROSENTHAL, SENIOR COUNCILOR 
AND CHAIRMAN, RESEARCH AND PLANNING COMMITTEE, 
NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC., NEW 
YORK, N. Y. 


Mr. Rosentuat. My name is Morris S. Rosenthal, New York 
City. I am representing the National Council of American Im- 
porters of which I am senior councilor. 

The CHAIRMAN. You are recognized. You may proceed with your 
prepared statement without interruption. 

Mr. Rosentuau. Mr. Chairman and members of the committee, 
in reviewing the studies made since the end of World War II by 
different groups comprising our domestic economy—business, farm, 
labor, Government—there is substantial general agreement, except 
by the extreme protectionists, upon the need for greater cooperation 
with other countries in the field of international trade policy; and in 
the judgment that a lowering of import barriers by all would help 
us and others. 

In his special message of January 10 to the Congress, the President 
stated forcefully and well the contribution of increased production 
of goods and greater exchange of goods among peoples to the welfare 
and development of the free world. There has also been an increasing 
awareness that economic relations cannot be separated from political 
and military relationships. Political stability is dependent to some 
extent upon economic stability and progress. Military alliances with 
other nations that are friendly to us cannot function well and cannot 
endure without political stability and a sound economic basis. Others 
cannot cooperate with us if their standards of living are low and their 
peoples are restless and unhappy. Democratic ways of living and 
democratic political and economic systems can progress and last 
only if the standards of living of these peoples rise steadily through 
the years. Thus, in the field of economic relationships, our trade 
with others, the goods we sell to them and buy from them, is a basic 
factor in the overall foreign policy of the United States. 

Therefore, we welcome this opportunity to appear before the 
Committee on Ways and Means to discuss some of the fundamental 
economic factors involved in a policy of lowering our barriers to 
imports, and of discussing some of the specific provisions of H. R. 1. 

United States tariff policy has been a highly controversial political 
issue since the passage of the first Tariff Act in 1789. And, as in 
many discussions of highly controversial issues, there is frequently 
more heat than light. For that reason it may be well to review 
briefly a few economic facts. 

There is need to resolve the basic problem as to whether or not 
there is an inherent right to tariff protection by all industrial and 
agricultural groups in all geographical sections of our country and 
to the individual producers that comprise them. Should we, as a 
matter of national policy, adopt the principle of inherent right of 
protection against imports when there are certain goods which are 
being produced abroad more cheaply and in some cases of better 
quality and of different style? Or should we adopt, as a matter of 
national policy, selective protection, and give that protection only to 
industries essential to our economic welfare or to national security, 
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and recognize that there may be some for whom protection would 
not be so classified and who, therefore, might have to change their 
types of business because they cannot successfully compete with im- 
ports from abroad? Should we protect everyone or should we decide 
that we need not make and grow everything ourselves? To what 
extent should we admit foreign competition to our vast markets? 

In our judgment, free trade is not now possible in the complex 
world in which we live. But, we believe that our tariff system and 
structure should be based on the overall national interest, which may 
be defined as the greatest good for the greatest number. In general 
business terms, it may be said to be the greatest amount of capital 
invested and used in American agriculture and industry, and the 
greatest number of people gainfully emploved in factories, in offices, 
on farms, in mines, et cetera. If through lower tariffs, others can 
buy more from us so that we can sell more to them with a resultant 
greater exchange of goods, our country as a whole will benefit and 
prosper. More capital will be invested and more people will have 
jobs even though some industries or some companies are compelled 
to change their production, and even though some workers must 
change jobs and the kind of work they are doing. This has been 
true as a result of the many and substantial technological changes 
that have come about in American life over the years, and no one 
would say that such progress should have been limited or retarded. 

It is recognized by all, here and abroad, that a strong United States 
is the economic cornerstone of the free world. And, even though our 
exports are not a large percentage of our overall production, they 
mean much in certain fields of agriculture and industry, and they 
can be increased substantially. That we can compete in markets of 
the world, despite lower wages in other countries, has been adequately 
proven by our large commercial exports both prewar and postwar. 
That we can sell more in these markets is known to all. But that 
can come about only if we buy more, so that those who would buy 
from us in ever-growing quantities have the dollars with which to pay 
for our goods. Then, too, we should remember that dollars that go 
abroad to pay for imports always come back to us in payment for 
exports, even if the flow of trade and of money is multilateral and not 
bilateral. The dollars we spend abroad for imports are not lost to us. 

The economic facts of commercial exports and imports have been 
largely the same for many years. Exports are vital to the welfare of 
some segments of agriculture and to some industries, constitute an 
important proportion of their total production and contribute sub- 
stantially to their employment and to their profits, 

Year after year, an analysis of our import trade by economic classes 
shows a remarkably consistent pattern. About 80 percent or more 
or our imports are usually raw, crude, and semiprocessed materials 
used by industry, or foodstuffs manv of which we do not grow at all. 
Some 15 percent to 20 percent usually are goods classified as finished 
manufactures, but these include some products that are further proc- 
essed in the United States. No more than 15 percent—perhaps less— 
can properly be classified as finished manufactured goods imported 
for sale to the consuming public. The latter is important for two 
reasons. 

First, Europe does not have raw materials to any extent with 
which to supply us. And the exports of our allies to us which fur- 
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nish so much of their economic strength and which generate the 
collars to pay for our goods, consist largely of finished consumer 
goods on which many, if not most, tariff rates are very high. 

Secondly, in terms of gross national product, personal income, and 
physical production of goods, imports of from $1 billion to $1% billion 
of finished manufactured goods are less than 1 percent of any of these 
3 overall basic economic figures. A substantial increase of such 
imports can be digested by the overall American economy despite 
the increased competition to which some American business industries 
would be subjected. 

Also, greater imports at lower prices would enable the consumer 
to spread his purchasing power among more kinds of goods. To be 
able to buy some of his needs abroad at lower prices would mean 
that the individual buyer could afford still other goods of domestic 
manufacture that he cannot now buy, and in this way stimulate some 
of our American industries and agriculture. 

The tariff is in essence a subsidy ‘to some at the expense of others. 
Tariffs are undoubtedly valid in many cases, but the test should be 
our overall economic welfare and security, and not a giveaway to 
individual pressure groups which loudly clamor for them. 

H. R. 1 contains much that is good in it, and we gladly support 
its objectives. In suggesting certain changes, we are not unmindful 
of the thorough study made by the President’s Commission on For- 
eign Economic Policy, and we do not deprecate the thoughtful recom- 
mendations of the majority of that Commission. We believe, never- 
theless, that some changes are needed which would enable the Presi- 
dent and the executive branch of Government to implement the 
intent of the act more effectively and with better results. 

H. R. 1 proposes to extend the act for a period of 3 years. Under 
the Kean bill submitted to the Congress last year, the act would have 
expired in 1957, but under this bill it would terminate in a congres- 
sional election year. We submit that the act should not be made 
a subject of political campaigning and, therefore, propose its exten- 
sion for a period of 4 or 6 years so that it does not come under review 
at, a time when political considerations are dominant. 

The bill authorizes the President to negotiate trade agreements in 
which we could reduce certain tariff rates by not more than 5 percent 
a year for 3 years. There are certain provisions for reduction of 
tariff rates in the bill which we heartily endorse and which in some 
areas would give the President added powers. But 15 percent in 
3 annual installments is, in our judgment, too little and too slow. 
The concessions to others so provided are inadequate to enable them 
to go after the American market vigorously, and also are inadequate 
for us to obtain proper concessions from them. We, therefore, recom- 
mend that the President be authorized to reduce duties by 25 percent, 
but, at his discretion, in installments or to the full amount at any 
time during the 4- or 6-year period we propose. 

Next, we would direct attention to two provisions in the present act 
in which no change is proposed in H. R. 1. They are the peril-point 
and escape-clause provisions. The peril-point clause, by implication, 
asserts that only the Tariff Commission can perform well as a wateh- 
dog to guard the domestie economy. From it one can conclude that 
the other agencies of the Government that make up the two commit- 
tees for investigating proposed tariff reductions, and afterwards mak- 
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ing specific recommendations on them, do not or cannot for one reason 
or another recognize and accept their obligation to protect the domestic 
economy properly while helping our international relationships. It is 
true that the President may ignore the recommendations of the Tariff 
Commission, but when he does so he must account specifically to the 
Congress for such action. This places the President and the executive 
departments comprising the two committees in a defensive position 
that is hardly warranted by past performance and by fact. We have 
the utmost respect for and confidence in the Tariff Commission and its 
staff, but we also have similar respect for and confidence in the other 
executive departments. From our observation, all agencies that have 
to do with this program have shown their understanding of the prob- 
lem and their concern for our economic welfare. They can well be 
trusted as a group to think in terms of peril points, and to act wisely. 
We recommend that the peril-point provision be eliminated from the 
present act. 

The escape clause as now drawn is unsound for many reasons. It is 
now drawn so that any American industry or segment thereof or even 
an individual may ask for the withdrawal of a concession, if there has 
been an increase in imports without any well-defined adverse effect 
upon the industry as a whole or upon the national economy as a whole. 
The clause maintains the protectionist principle in the extreme. We 
recognize the need for an escape clause, but the conditions under which 
a concession may be modified or withdrawn should be limited, and the 
period of time during which such modification or withdrawal shall 
remain in effect should be definitely fixed. 

We suggest that resort to the escape clause be confined to actual 
emergency cases in which a domestic industry that should be protected, 
in circumstances previously unforeseen, is confronted with the need 
of making major adjustments to avoid serious loss of capital and a 
sharp increase in unemployment. If an escape clause is invoked for 
such specific reason, action should be limited to an increase in duty not 
greater than the preconcession rate, without the use of any additional 
form of restriction, such as quotas. Also, the increase in rate should 
be made effective for the specific time that would be adequate to 
permit a shift of capital and labor into production that would be 
competitive. 

Further, without minimizing the importance of further tariff reduc- 
tions and of further efforts to eliminate quantitative restrictions, we 
would stress the vital importance to producers and traders of con- 
fidence in the consistency and permanence of political action in the 
field of international commercial policy. Producers are stimulated 
to increase their sales efforts when they feel a measure of security that 
the new and expanded markets will not be summarily shut off by 
political actions of the importing countries. The constant threat of a 
sudden increase in tariffs or the imposition overnight of new quotas 
and embargoes constitutes a great deterrent to exporters of all coun- 
tries in expanding their sales efforts. We therefore recommend a 
new escape dane besell on the national interest and security. 

Over the years during which the trade-agreements program has 
been in effect no President has acted carele sly or has even exercised 
full authority on all products. Many rates have been maintained. 
Some bave been reduced to the authorized limit, but many more have 
been reduced only partially in varying degree but not to the full limit. 
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Furthermore, some concessions have been withdrawn. The authority 
delegated by the Congress to the President to adjust tariffs on a selec- 
tive basis has been used temperately over the 21 years during which 
the program has been in operation. And, aside from the fact that the 
complexities of modern living make it impossible for the Congress to 
consider the tariff rate on each product and that experience has shown 
that impossible, Congress and the people can safely entrust to the 
discretion and judgment of the President and his executive depart- 
ments to determine the extent to which tariff rates should be main- 
tained, increased, or reduced within the limits specified in congres- 
sional legislation. 

And during these past 21 years, in times of peace as well as in times 
of war expansion, our production and the standard of living of our 
people have grown greatly. Our citizens are better off now than ever 
before. We are not imputing this betterment to the Trade Agreements 
Act, although we believe that international trade has played its part 
in our progress and prosperity. But we would submit that there is 
lack of evidence to sustain the contention by anyone that the conces- 
sions made by us in the trade agreements now in force have been 
detrimental or have weakened the strength of our economy. 

Neither tbe authority which H. R. 1 proposes to confer upon the 
President nor the changes that we suggest mean that we expect any 
across-the-board reduction of existing rates. We do, however, believe 
strongly that the Trade Agreements Act is a sound way of working 
with other countries toward lowering trade barriers and so further a 
continuous increase in the exchange of goods which will be beneficial 
to all. And we also believe that the President should have adequate 
authority so that he can be effective in the gigantic task which con- 
fronts him in furthering our international relationships in which we 
need the help and support of others, as they need help and support 
from us. 

Thank you. 

The CuarrMan. Does that complete your statement, Mr. Rosen- 
thal? 

Mr. RosentTua.. Yes, sir. 

The CuHarrmMan. Are there any questions? 

Mr. Reed of New York will inquire. 

Mr. Reep. I notice here at the top of page 5, starting on page 4: 

The tariff is in essence a subsidy to some at the expense of others. Tariffs are 
undoubtedly valid in many cases, but the test should be our overall economic 
welfare and security, and not a giveaway to individual pressure groups which 
loudly clamor for them. 

Can you imagine a greater pressure force than the oil companies 
who do business abroad and want a free market here? I cannot 
imagine any group more powerful in this country than the oil com- 
panies. We have oil in my district, but they depend pretty largely 
on the domestic market, but I am sure that you would not object to 
free trade, would you, on oil? 

Mr. Rosentuat. I would like to put it this way, Mr. Reed: I 
think that there are pressure groups looking to their individual busi- 
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nesses on both sides, those who would like to export more and those 
who would like to be relieved of competition from abroad. What I 
think is important is that our Government make the decision as to 
those industries which on balance will give us the greatest economic 
strength, those industries in which we can export much more because 
we can compete in the markets of the od and which are today 
deterred only because those countries cannot buy from us. 

Now, I share Mr. Springer’s concern about import licenses in other 
countries and his desire for convertibility, but other countries have 
such a limited amount of foreign exchange that unless we buy more 
from them they cannot eliminate their import-license system because 
when their buying is limited, when their budgets, as any one of us in 
our personal lives are budgeted, they must, of necessity, choose the 
products that they import. Convertibility can only come about if 
those countries obtain through their exports the increasing currency 
reserves in foreign exchange which will enable them to go back to a 
freely convertible currency basis. 

Now, I do not like to get into a discussion of individual industries 
because there we come to the point as to which industries on which 
side of the fence are urging their individual interests, and that is quite 
within their province; I am not critical of them, but what I do think 
is that it is the function of our Government, the function of the 
Congress, to determine policy and to delegate enough authority to the 
President to be able to exercise that policy to make a determination 
as to what the effects will be on individual industries. 

Mr. Reep. Well, I will tell you, they would not be quite so short of 
dollars in foreign countries if they had not sent in about $9 billion for 
protection into New York alone. They have been shifting their 
money over here. They have not been meeting their tax problem 
over there as they should. 

I feel that my first responsibility here is the welfare of our own 
country. Perhaps you feel the same way? 

Mr. RosenTHAL. Yes, sir. 

Mr. Reep. In regard to the pressure you are putting on here at 
this time to eliminate the peril point and these other protections for 
our local people 

Mr. RosentTuat., It is not that I would disregard the situation, but 
here you have several agencies of Government that comprise these 
two committees, and I think it would make for better administration 
of the act, and I think all of them can be trusted for them as a group 
to think in terms of peril points below which, as a group, they will not 
make recommendations to the President for reductions in tariffs. 

I do not think it wise to set 1 agency which is also a member of 
these 2 committees apart to do this job. 

Mr. Reep. Mr. Chairman, I ask unanimous consent to insert at 
this point in the record, a summary of escape-clause applications and 
their outcome as of January 7, 1955. 

The CHarrMan. Without objection, it is so ordered. 

(The summary referred to follows:) 
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Summary—Outcome or current status of applications for escape-clause investigations 
by the U. S. Tariff Commission, as of Jan. 7, 1955} 


Applications filed with the Commission: 


Applications dismissed by the Commission at applicant’s request 

Knit gloves and mittens, wool (July 11, 1951) 

Hard fiber cords and twines (Jan. 14, 1953) 

Fluorspar, acid grade (Nov. 23, 1953) 

Investigations terminated by the Commission without formal findings. - 

Straight pins (unanimous) (June 22, 1954) 

Safety pins (unanimous) (June 22, 1954) 

Investigations in which decisions by the Commission are pending 

Bicycles (2d investigation) 

Hardwood ply wood 

Red-fescue seed 

Investigations completed by the Commission __--- -- -- 

Investigations in which the Commission dismissed the applications 
after preliminary inquiry under procedure provided for in Execu- 
tive orders 

Marrons (unanimous) (Aug. 27, 1948) 

Whiskies and spirits (unanimous) (Jan. 3, 1949) 

Crude petroleum and petroleum products (4-2) (May 3, 1949) 
Hops (4-2) (May 11, 1949) 

Knitted berets, wool (1st investigation) (3-3) (July 8, 1949) 
Sponges (3-3) ‘(July 22, 1949) 

Narcissus bulbs (unanimous) (Jan. 13, 1950) 

Knitted berets, wool (2d investigation) (5-1) (Jan. 13, 1950) 
Reeds (unanimous) (Feb. 17, 1950) 

Beef and veal (3-3) (June 30, 1950) 

Silk woven fabrics (unanimous) (Sept. 21, 1950) 

Aluminum and alloys (unanimous) (Nov. 21, 1950) 

Lead (unanimous) (Jan. 25, 1951) 

Stencil silk, dyed or colored (unanimous) (June 7, 1951) 

Investigations in which the Commission decided against escape 
action (no reports sent to the President) 

Spring clothespins (1st investigation) (5-1) (Dec. 20, 1949) 

Wood screws (ist investigation) (4-2) (Dec. 29, 1951) 

Blue-mold cheese (4-1) eas 12, 1952) 

Motorcycles and parts (3-2) (June 16, 1952) 

Spring clothespins (2d investigation) (3—2) (Aug. 21, 1952) 

Groundfish fillets (1st investigation) (3-2) (Sept. 4, 1952) 

Bicycles and parts (lst investigation) (unanimous) (Oct. 9, 
1952) 

Glace cherries (3-2) (Oct. 17, 1952) 

Bonito and tuna, not in oil (3-2) (Nov. 26, 1952) 

Household china tableware (unanimous) (Feb. 6, 1953) 

Wood screws (2d investigation) (3-1) (Mar. 27, 1953) 

Pregnant mares’ urine (unanimous) (Apr. 2, 1953) 

Chalk whiting (3-1) (Apr. 9, 1953) 

Woodwind musical instruments (unanimous) (Apr. 28, 1953) 

Cotton-carding machinery (unanimous) (July 29, 1953) 

Metal watch bracelets and parts (unanimous) (Aug. 20, 1953) 

Rosaries (unanimous) (Aug. 21, 1953) 

Mustard seeds (unanimous) (Dec. 10, 1953) 

Ground chicory (unanimous) (Sept. 7, 1954) 

Coconuts (unanimous) (Oct. 25, 1954) 

Wool gloves and mittens (5-1) (Dee. 28, 1954) 

Glue of animal origin and inedible gelatin (unanimous) (Jan. 7, 
1955) 


1 The vote of the Commission (where applicable), and the date of the particular action, is shown in 
parentheses. 
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Summary—Outcome or current status of applications for escape-clause investigations 
by the]U. S. Tariff Commission, as of Jan. 7, 1955—continued 


Investigations iti which the Commission decided in favor of escape 
action (reports sent to the President) 12 
Women’s fur felt hats and hat bodies (unanimous) ( Sept. ; 25, 
1950) 
Hatters’ fur (unanimous) (Nov. 9, 1951) 
Garlic (4-2) (June 6, 1952) 
Watches, movements, and parts (lst investigation) (4-2) 
(June 14, 1952) 
Dried figs (unanimous) (July 24, 1952) 
Tobacco pipes and bowls (unanimous) (Dec. 22, 1952) 
Screen-printed silk scarves (unanimous) (Apr. 13, 1953) 
Scissors and shears (4—2) (Mar. 12, 1954) 
Groundfish fillets (2d investigation) (3-2) (May 7, 1954) 
Watches, movements, and parts (2d investigation) (4-2) 
(May 21, 1954) 
Lead and zine (unanimous) (May 21, 1954) 
Alsike clover seed (unanimous) (May 21, 1954) 
Investigations in which the vote of the Commission was evenly 
divided (reports sent to the President) 


Handmade blown glassware (3-3) (Sept. 22, 1953) 
Spring clothespins (3d investigation) (3-3) (Oct. 6, 1954) 
Screws, commonly called wood screws, of iron or steel (3d 
investigation) (3-3) (Oct. 27, 1954) 
Action by the President on recommendations of the Commission in favor of 
escape action___- 


President invoked the escape clause___- 

Women’s fur felt hats and hat bodies (Oct. 30, 1950) 

Hatters’ fur (Jan. 5, 1952) 

Dried figs (Aug. 16, 1952) 

Alsike clover seed (June 30, 1954) 

Watches, movements, and parts (2d investigation) (July 27, 1954) 
President declined to invoke the escape clause ____ 

Garlic (July 21, 1952) 

Watches, movements, and parts (1st investigation) (Aug. 14, 1952) 

Tobacco pipes and bowls (Nov. 10, 1953) 

Scissors and shears (May 11, 1954) 

Groundfish fillets (2d investigation) (July 2, 1954) 

Lead and zine (Aug. 20, 1954) 

Handmade blown glassware (Sept. 9, 1954) 

Spring clothespins (3d investigation) (Nov. 20, 1954) 

Screen-printed silk scarves (Dec. 23, 1954) 

Screws, commonly called wood screws, of iron or steel (3d investi- 

gation) (Dec. 23, 1954) 


The CHarrman. Any further questions? Mr. Jenkins, of Ohio, 
will inquire. 

Mr. Jenkins. In the beginning of your statement, you say you are 
the senior councilor of American Importers? 

Mr. RosentTHau. National Council of American Importers. 

Mr. Jenkins. How extensive an organization is that? 

Mr. RosentHat. We have some 600 members located in at least 
half. of the States of the United States that import hundreds upon 
hundreds of different commodities, ranging from basic raw materials 
to all types of finished manufactured goods. 
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Mr. Jenkins. Those you represent, then, they are not confined to 
imports in 1 classification, 1 field? 

Mr. RosenTHat. No, sir; the council as a matter of policy does not 
represent or take a position on tariff action on any individual product. 
We confine ourselves to what we think is sound economic policy for the 
country as a whole. 

Mr. Jenkins. Well, let me see, now. If you represent an importer, 
vou will have to represent him adequately; you will have to do what 
he wants you to do, will you not? 

Mr. Rosentuau. No, sir. Our board of directors decided many 
vears ago that we would not represent any individual import group 
that handles a specific product. There are more than 50 import 
commodity trade associations in the United States that deal with the 
specific problems of their members importing specific classes of goods. 
We do not enter into any consideration of whether the tariff should be 
reduced or maintained on any individual product. We believe in the 
trade agreement program as a sound method of furthering our inter- 
national economic relations. We do believe that tariff rates on some 
products that are now very high can probably be reduced without 
any adverse effect on our overall national economy. We do not enter 
into the problems of any specific group. 

Mr. Jenkins. One other question I wanted to ask you. 

At the bottom of page 7, you say: 


Furthermore, some concessions have been withdrawn. 
How many concessions have been withdrawn? 


Mr. RosentHat. Since 1951, I believe that four concessions have 
been withdrawn. I think there were some previously, but since 1951 


I believe that four concessions were withdrawn. 

Mr. Jenkins. Only four out of about how many? 

Mr. RosentHau. There have been a total of 42 investigations since 
1951, of which the Tariff Commission rejected 21; the Tariff Com- 
mission recommended increased protection on 14—so 4 out of the 14. 
There were others on which applications were withdrawn and pending 
and so forth. 

In some cases, incidentally, there have been 2 or 3 tariff investi- 
gations following closely upon each other on the same problems. 

Mr. Jenkins. I take it, therefore, when you say that you are 
senior councilor, does that mean that your business is largely legalistic? 

Mr. RosentHat. No, sir. 

Mr. Jenkins. That you appear as lawyers for these groups? 

Mr. RosentHa. No, sir. I am not a lawyer. I was in the import 
business for many years, until my retirement a year ago. I was presi- 
dent of the council for 4 years and the past presidents of the council 
are made senior councilors in order to keep them at work for the council. 

Mr. Jenkins. Just one other question. If a person wants your 
services, if a company wants your services, how do they go about 
getting them? Do they write you a letter telling your their problems? 

Mr. RosenTHAL. You mean personally? 

Mr. Jenkins. The organization. 

Mr. Rosentuat. The organization? No. They become members 
of the organization. But our organization deals with a good many 
different things. You may recall we were quite active in the matter 
of customs simplification in which your bill passed the House. We 
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are active in matters of transportation, finance, all of the details per- 
taining to imports, and we service our members through bulletins, 
and we represent them in those situations in which our board of 
directors feels that there are matters of national policy. 

No individual importer can come to us and say, ‘Will you please 
come down to Washington to handle our particular tariff situation on 
an investigation or before the Congress or negotiations on trade agree- 
ments?” and so forth. We do not do that. 

Mr. Jenkins. How do they get your services? 

Mr. RosentHau. By becoming members of the organization. Any 
importer or anyone in the service industries—that is, banks, freight 
forwarders, steamship companies, may become members of our organ- 
ization upon passing the membership committee, and the board of 
directors. Our annual dues are $100 for each member. No member 
pays more than $100. 

Mr. Jenkins. That is all, Mr. Chairman. 

The CuarrmMan. Any further questions? Mr. McCarthy, of Minne- 
sota, will inquire. 

Mr. McCarruy. Sir, I believe the escape clause has been invoked 
5 or 6 times since 1950; is that right? 

Mr. RosenrHat. I think there were four withdrawals of concession 
since 1951. 

Mr. McCarruy. By the President? 

Mr. RosenTHAL. Yes, sir. 

Mr. McCarrtny. Well, in your testimony, you state that the escape 
clause is now drawn so that any American industry or segment thereof 
may ask for withdrawal of a concession if there has been an increase 
in imports without any well-defined adverse upon the industry as a 
whole or upon the national economy as a whole. Is it your opinion 
that the President has invoked the escape clause in any 1 of these 
4 cases when it was not clear that there has been an adverse effect 
upon the industry or upon the national economy? 

Mr. RosentHAt. I am a bit hesitant about posing as an expert on 
all products. 

Mr. McCarruy. You indicate that the escape clause is badly drawn, 
or does not work well, yet you hesitate to pass judgment on its appli- 
cation. 

Mr. RosentHau. I am not certain that I would have agreed with 
- all of the cases in which the escape clause was invoked, but I think 
that the way it is now drawn as a matter of principle in which it 
specifically reads: 
an increase in imports either actual or relative to domestic production, 


I think is too broad a drawing up. 

Mr. McCarrny. In other words, your fear is a fear of what might 
be done under the law rather than what has been done? 

Mr. Rosentuau. Yes; despite my agreement or disagreement. 
There I think I would not like to enter into a discussion of individual 
products. 

As a matter of principle, I think it is too broadly drawn. 

Mr. McCarrny. It would help us if we could have your judgment 
on particular acts. 

Mr. RosentuHau. That is such a matter of disagreement by many 
on both sides that not having studied these individual products in 
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eat detail, I am reluctant to give a curbstone judgment on them. 

ut I do think that the clause should be so drawn as to set a different 
criteria ‘than the ones now in the clause. 

Mr. McCarrny. Thank you, sir. 

The Cuarrman. Any further questions? 

Mr. Stimpson. Mr. Chairman? 

Mr. CuatrMan. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stwpson. Mr. Rosenthal, I do not like the suggestion on the 
bottom of page 4 and the top of page 5, that anybody who has some 
tariff protection is getting something they should not get. 

Mr. RosentHAL. I did not mean to imply that, Mr. Simpson. 

Mr. Stmpson. Who are some of them that are getting a giveaway: 
right now? Who are some of the people? 

Mr. RosenruHau. Again, that is something that I would like to 
avoid trying to say. 

Mr. Stupson. I know you would try to avoid it, I do not blame 
you, making a charge like that. 

Mr. RosentTuat. I do know that we still have a great many tariff 
rates that run 50 to 100 percent or more and I am inclined to the 
opinion that that is penalizing the American consumer in many of 
those situations. 

Mr. Simpson. You criticize them when they come down here to 
protect their own business and their own holdings? 

Mr. Rosentuat. No, sir; I think that is their province and duty. 

Mr. Srupson. You are down here for that purpose? 

Mr. RosentrHat. I am down here for a much broader purpose. 

Mr. Simpson. You are down-here protecting your interests and to 
make more money. 

Mr. RosenTHAL. Not as an individual. 

Mr. Stmpson. You are an individual, but they hire you as an 
organization. 

Mr. Rosentuau. No one hires me or the organization I represent. 
I have retired from business, and have no personal stake in this one 
way or the other. My services to the American Council of Importers, 
as is true of all senior councilors and officers, are completely without 
compensation. We have a paid staff headed by an executive vice 
president, I think that it is my function here as senior councilor to 
present the views of the Council of Importers and that presenting 
these views is a function of all such groups. 

Mr. Simpson. Certainly it is your function and it is also the func- 
tion of a corporation that wants to protect the jobs for its workers to 
come down here and tell Congress. We welcome you and welcome 
them, and you should not come in and criticize or condemn them. 

Mr. Rosentuat. I am not condemning them, but that does not 
mean that our Government has to yield to them. 

Mr. Simpson. You are slurring at them nastily. Why do you not 
like the escape clause? 

Mr. Rosentuat. I think an escape clause is essential. 

Mr. Simpson. Is essential? 

Mr. Rosentuay. Yes. But I do not think that the escape clause, 
as presently drawn, is sound. 

Mr. Stmpson. How would you draw it? 

Mr. RosrentTHat. I do not have a wording for you. 
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Mr. Simpson. Would you take the authority away from the 
President? 

Mr. RosentHa.. No, sir. 

Mr. Stmpson. You would still make the President responsible? 

Mr. RosentTHAL. Yes, sir. 

Mr. Simpson. Well, then, who is higher than he? How else would 
you change it? 

Mr. RosentTHAL. I would change the criteria. 

Mr. Stmpson. How is that? 

Mr. RosentHau. I would change the criteria. 

Mr. Simpson. But you would still make the President responsible? 

Mr. RosentTHAL. Yes, sir. 

Mr. Stimpson. That is as high as you can go. I do not know how 
any change you would make would get away from the law as it is 
today. 

Mr. RosentHAL. No, but the way the escape clause is now word- 
ed 

Mr. Simpson. Makes the President responsible? 

Mr. RosentHau. Makes the President responsible, but it also 
sets up as a determination for the procedure of the Tariff Commission 
certain criteria that I think are too broad and need tightening. 

Mr. Stmpson. But that is immaterial inasmuch as the President is 
the man finally responsible? 

Mr. RosentuHau. Yes; but I think the President is bound as he 
necessarily must be. 

Mr. Stimpson. The President is bound in no way whatever. 

Mr. RosentTHAL. By the intent of the Congress and by the criteria 
established by the Congress. 

Mr. Stimpson. Has the President thus far been bound by the 
intent of Congress, in your opinion? 

Mr. RosentTHa.. Substantially. 

Mr. Stmpson. There have been no complaints, surely, because in 
only 1 or 2 instances has he done other than what you want him to? 

Mr. RosentHat. I think the President has done his best to be, 
but I think an act should be drawn with certain criteria. 

Mr. Simpson. Do you approve the action of the President with 
respect to watches? 

Mr. Rosentuat. With my curbstone knowledge—— 

Mr. Simpson. You are not talking as a curbstone representative. 
As the head of a great organization, do you approve the action of the 
President with respect to watches? 

Mr. Rosenruat. If I may finish? I am going to state my opinion, 
but I am saying that it is only a curbstone judgment, not being an 
expert in that field. But I did not agree with the President. 

Mr. Stmpson. Yet you want to continue letting the President have 
the authority under the escape clause? 

Mr. RosEentHat. Yes, sir; because somebody must make a decision, 
and in a democracy even though some of us disagree with the wishes 
of the majority, that is the way in which we function, and we must 
trust to the judgment of our Government. 

Mr. Stmpson. With respect to the peril point, do you have the same 
kind of hope and idea there that we should or should not have it? 

Mr. RosentHA.. I think we need to have consideration of peril 
points. I think the consideration of peril point should be the com- 
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bined responsibility of all of the agencies of Government that comprise 
the two committees, and not solely of the Tariff Commission. 

Mr. Srurer One other question. Is there anything in this bill, 
H. R. 1, which, in your opinion, would persuade other nations to 
remove — and other items which have restriction in trade today, 
or is it your conclusion that this bill does not go nearly far enough to 
expect these countries to make concessions of any substance? 

Mr. Rosenruau. | think this bill gives us every opportunity in 
negotiating with the other countries to bring pressures to bear on them 
to make concessions for us in return for concessions by us. 

Mr. Simpson. Material concessions? 

Mr. RosentHau. Yes. To this extent, however, and that is their 
own economic position. I do not think that other countries will be 
able to make an exact quid pro quo concession to us on everything, 
because their resources, their wealth, their trade, their production, 
and their populations are not as well off as our own, but to the limits 
of what they can do in the light of their resources, I think this bill gives 
us the opportunity of negotiating with them for adequate concessions 
except, as I mentioned in my statement, I do not think 5 percent a 
year—— 

Mr. Simpson. I am getting confused. You think this bill should 
be amended and made more liberal than it is? 

Mr. RosentTHat. Yes, sir. 

Mr. Simpson. If we are to get any concessions from other countries, 
it would tend to make trade more liberal, more desirable? 

Mr. RosenruHat. Not so much in the way of concessions from them 
but to make concessions both ways effectively. I just do not happen 
to think that 5 percent a year over 3 years will be very effective. 

Mr. Simpson. Then you approve this bill in lieu of getting a better 
one? 

Mr. Rosentuat. I would like to see the change made that I pro- 
posed. I would even like, if necessary, to see the 15 percent, if that 
were to be retained; that authority would be given to the President 
to use all of it in 1 year or to use it in installments in his discretion. 

Mr. Simpson. That would be helpful to what? 

Mr. Rosentuat. I think that that would be helpful in the making 
of concessions not only to obtain them but also of inducing producers 
abroad to seek the American market more actively. 

Mr. Simpson. You would change the escape clause so that the farm 
producer, once having gotten the money, would have a certainty 
of holding that money. 

Mr. RosentHau. Would have more of a certainty than he has now 
with an escape clause that would be predicated more on what we call 
our national overall interest rather than on this type of criteria now 
in the bill. 

Mr. Simpson. I interpreted that comment to mean that if some 
business or trade agreement would lose, that fact alone would not 
justify our increasing the tariff? 

Mr. RosenTHAL. That is right. 

Mr. Stimpson. You mean that? 

Mr. RosenTHAL. Yes, sir. I do not think that in the competitive 
enterprise system, and in my concept of what we need to do in the 
world economy, that every company can be protected. We have had 
a good many changes of people going out of business due to tech- 
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nology in the United States. Some might be adversely affected and 
have to go out of business and change their lines of production. I 
do not believe in complete protection for every company and every 
industry. 

Mr. Stmpson. I believe that the test of injury is essential to the 
welfare of our industry, to the security of jobs, and that any time 
tariffs are cut so that injury is shown, we should protect the American 
jobholder first rather than the man who is making the competitive 
product abroad. 

You do not agree with that? 

Mr. RosentHAt. Not in that way, Mr. Simpson, because I think 
that there are a good many jobs at stake. I think that the Depart- 
ment of Commerce estimated a few years ago that there is something 
over 4 million people employed, something over 3 million, anyway, be- 
tween 3 million and 4 million employed in industry that do a large 
volume of exporting. If our exports shrink, that employment also 
will be adversely affected. 

Mr. Simpson. Well, you are willing to trade off some of our business 
so that there will be more goods imported? 

Mr. RosentTHa.. I am willing to trade off more goods imported on 
an assumption that we will export more and that that will create new 
jobs and more industry. 

Mr. Simpson. Pending the time that that change is actual, during 
the time that people are unemployed as a result of the shifting you 
would not want to move to relieve the situation to take care of those 
people? 

Mr. RosentHau. If that were to happen; yes. It has happened 
in other situations where industry shifted from one part of the United 
States to another, but my belief is that that would not be as large as 
sometimes estimated, because I think our exports would pick up 
quickly and take up the slack. 

Mr. Simpson. Do you agree with the recommendation that was 
made to the effect that where unemployment is traceable to tariff, 
that the Federal Government assume the responsibility for the welfare 
of the displaced American workmen? 

Mr. RosentuHat. In principle. 

Mr. Stmpson. And the community, too? 

Mr. RosrentHat. In principle, yes, sir, with a further study of the 
details of what such a program would be. 

Mr. Simpson. It is pretty tough on a man that has grown up and 
knows nothing but the one occupation? 

Mr. RosentHat. That has been true in New England with the 
shift of the textile industry to the South. 

Mr. Simpson. That is anything but a happy example; that is not 
a very happy example, is it? 

Mr. RosentrHau. None of these examples are happy, but there 
have been constant shifts in the United States and as our industries 
have changed, new ones have come up, and old ones go by the board 
for technological reasons. 

Mr. Smupson. Thank you, Mr. Chairman. 

The Cuarrman. Any other questions? 

Mr. Reed of New York. 

Mr. Reep. Mr. Rosenthal, I am not an expert on oil except as I 
try to protect any industry in my district, and I understand that 
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crude petroleum and fuel oil testing under 25 degrees API is subject 
to a tariff rate of one-eighth cent per gallon. 

Mr. Rosenruat. I know nothing of oil and I believe that some of 
the later witnesses this morning, Mr. Reed, come from that industry. 

Mr. Regen. I have to say that I have to leave before long. 

Mr. RosrentHau. That is an industry of which I know nothing. 

— Reep. Those are the figures that I have. Thank you very 
much. 

The Cuarrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Rosenthal, I have two questions. One is in 
regard to your statement on page 3, where you say: 

Then, too, we should remember that dollars that go abroad to pay for imports 
always come back to us in payment for exports * * *. 

Let us take an example, and I am not taking it as actually occurring 
in the country of Venezuela, but suppose this was the situation: 
That 1 percent of the people of Venezuela were the ones getting the 
advantage of Venezuelan exports. They have already got enough 
money so that they cannot buy any more iceboxes, and other of our 
exports, than they do now. So what they might do with their 
surplus is invest their surplus money in American investments. Now, 
it is possible, is it not, for dollars that go abroad for imports cannot 
come back in terms of exports but actually invested capital in this 
country. 

Now, we are not helping that particular country, are we, if that is 
the situation, making the 1 percent more wealthy? 

Mr. Rosenruat. We are never helping any country if we make 
only the 1 percent wealthy. No one is helped if only 1 percent of 
the country is helped. 

Mr. Curtis. That is entirely possible, is it not? 

Mr. Rosgentuau. That is possible, and there is one more factor I 
would like to add. I agree with that, but I do not think that that is, 
from what I have heard in rough figures of foreign investment in the 
United States in buying of our securities, I do not think that that 
has been so large, but this is also true in discussing the whole invest- 
ment program. We believe that American industry should invest more 
abroad in the development particularly of the lesser developed areas 
of the world, but we know that American industry can invest abroad 
only if they can get the earnings on their investment back home in 
the form of dollars and ultimately amortize their investment. But to 
do that, also those countries have to export to obtain the dollars. 
If they do not have the dollars, our American investors abroad will 
not be able to get their money from them. So, to that extent, I think 
I would also have to modify this statement of mine to say that private 
industry that invests abroad is also benefited by increased imports into 
the United States. 

Mr. Curtis. It is also possible, is it not, Mr. Rosenthal, that we 
could be encouraging the exploitation of labor in a certain country 
by this process, in other words the differential in duties? In other 
words, sweatshop labor, and by our encouraging this technique you 
could really be keeping those people in that condition, could you not? 

Mr. Rosentuat. I do not think that is what has been happening. 

Mr. Curtis. I am not saying it is happening, but it could happen. 

Mr. Rosentua. Yes. In the first place, I think it has been the 
general experience that any American companies that have invested 
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abroad, whether in the extractive fields or in industry,‘ have led the 
~~ ’ ood living conditions and working conditions. 
urRTis. I am not casting any stones, Mr. Rosenthal. 

Mr RosentTHa.. I[ think anything is possible. 

Mr. Curtis. Well, you see the reason I even suggest it is not only 
possible but in my opinion in many instances it actually occurs. If it 
does, or if it is possible, do you not believe that this country of ours, 
and this Congress, should be concerned about it and investigate the 
matter, and try to figure out whether or not we cannot write our laws 
in such a way that we have regard for that? eb 

I am particularly referring right now to the Reciprocal Trades Act. 

Mr. Rosz=nTHat. It has not been my observation that the Reciprocal 
Trades Act has worked in that way, Mr. Curtis. 

Mr. Curtis. I am suggesting, sir, that it could, and I am suggesting 
that there could be a labor differential in a certain country and in a 
lot of these so-called ‘‘free” countries. I think we use that term “‘free’’ 
quite loosely. There is exploitation of labor in some of those countries. 
It would seem to me that would be a factor and in your comprehensive 
statement that you would have paid a little bit of attention to that 
fact. Apparently you do not agree that it is a fact. 

Mr. RosentHau. From my observation, it has not been, but I 
would add this, that I am certain that that is something that the 
Department of State would have in mind, and within the needs of 
its overall international policy that that is something that it would 
consider in its negotiations of trade agreements. 

Mr. Curtis. Do you not think that the Congress should have some 
regard for that? 

Mr. RosentHAu. Yes; but I would be reluctant to see the Congress 
limit the Executive to the point where the Executive could not func- 
tion properly, in its overall needs of international relationships. 

Mr. Curtis. Do you think this Congress though might pay some 
attention to that in this legislation and to that possibility? You see 
after all this Reciprocal Trade Act is a tremendous delegation of 
authority from Congress to the Executive, and I am trying to get 
your opinion of what you might think the Congress should do, whether 
it should retain some control over some things and what, in turn, may 
be delegated. 

Mr. RosentHat. I would say that is something that I do not think 
from my observation, having traveled some, and having been active 
in this field for many years, that the Congress needs to retain any 
control over the Executive in this field. 

Mr. Curtis. You think that could be done? 

Mr. Rosrentuat. I think that you could trust to the judgment of 
the Executive. 

Mr. Curtis. Now, on page 5 you make another suggestion of an 
amendment, that we change the extension from a 3-year period to a 
4-year period. One reason you give in the statement is that you 
submit the act should not be made the subject of political ¢ ampaigning. 
That is a very strange statement to me because political campaigning 
is a method of referring an issue to the people. Do you not feel that 
this is an issue of sufficient importance that it should be referred to 
the people? 

Mr. Rosentuat. I think that the people should interest themselves 
in all issues, including this, but I think that we do know that there 
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is a great deal of heat engendered during political campaigns, where 
there is not always complete objectivity. I think that has been our 
political experience, and it is a very natural situation, but I do think 
that things of this kind should be handled in nonelection years. 

Mr. Curtis. We should conduct our campaigns on personalities 
rather than issues? 

Mr. Rosentuat. No; I think they should be conducted on issues. 

Mr. Curtis. This is an issue, is it not, that is of such major im- 
portance and such a major issue; indeed, there are many fair-minded 
men on both sides of it, that it should be presented to the people? 
I feel very deeply that one of the good things about the present 
language is that it would terminate in time for a national campaign, 
so that the matter could be debated throughout the country and the 
people could decide what they want on this issue. How else would 
you have the people of this country make up their mind on a major 
issue of this nature? 

Mr. Rosentuat. I think that it can still be made an issue of political 
campaigning, but I think still that it would be better if it came before 
the Congress in a nonelection year. 

Mr. Curtis. Thank you. 

The CHarrMan. We thank you for your appearance here and for 
the information given the committee, Mr. Rosenthal. 

The next witness appearing on the calendar is Mr. S. A. Swensrud. 

Will you come forward, please? Will you please give your name 
and address and the capacity in which you are appearing, for the 
record? 


STATEMENT OF SIDNEY A. SWENSRUD, CHAIRMAN OF THE 
BOARD, GULF OIL CORP. 


Mr. Swensrup. My name is S. A. Swensrud, chairman of the 
board of the Gulf Oil Corp., and I appear here as a proponent of the 
bill in question. 

The CuHarrMan. You may proceed with your prepared statement 
without interruption. 

Mr. Swensroup. Sir, I appreciate the opportunity of appearin 
before this committee today as a proponent of the proposed reciproc 
trade bill, H. R. 1. 

It is appropriate, I think, that this bill should bear No. 1 for it 
deals with what I believe to be the No. 1 problem we face if the free 
world is to gain economic strength which will make its freedom self- 
sustaining and not dependent upon a degree of free aid from the 
United States which we could not continue and which, even if we 
could, would eventually corrode away the very economic strength it 
sought to increase. 

The company which I represent has a substantial position in world 
trade, and we have many opportunities to observe conditions in other 
parts of the world as well as in the United States. I am convinced 
from this that our country cannot simply walk away from this prob- 
lem; something must take the place of our free aid if millions of 
people are to lie kept united in body and soul and their faith in 
democracy, as the best means of achieving their hopes, is to be pre- 
served, regained, or strengthened. 
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Equally, something must take the place of the dollars we have 
been giving away if millions of Americans are not to lose the income 
which they derive from the manufacture and export of billions of 
dollars’ worth of American goods. 

Most people, I believe, agree that the only thing that can take 
the place of our free aid is increased foreign trade. Every free nation 
today, our own included, is geared to and dependent upon a substan- 
tial degree of foreign trade; that is, the exchange of goods and services 
it can provide for other things it needs and wants, if it is to have the 
greatest degree of prosperity which its basic resources and abilities 
make mnie Indeed, many nations are as dependent on foreign 
trade for the bare essentials of life as most men are upon having jobs 
which enable them to exchange their labor for the wherewithal of life. 

In respect to its foreign trade, a nation is, of course, dependent not 
alone upon its own actions but those of other nations; and it is an 
unfortunate fact that when times are difficult and reserves of economic 
strength are low, as has been the case with many nations in recent 
times, the tendency is to adopt restrictive measures aimed at alleviat- 
ing short-term emergency problems which further stifle trade and 
bring about countermeasures in other countries. 

It requires knowledge and wisdom, as well as economic strength 
and good example, to lead nations out of this spiral back toward the 
greater freedom in which trade can flourish. In these circumstances 
I believe it was farsighted on the part of our Government to create 
a Commission on Foreign Economic Policy, composed of many dis- 
tinguished citizens and legislators, including Members of this Con- 
gress, to study every phase of this great problem and to present to the 
President and Congress their conclusions and recommendations. 

If the bill here under consideration, in which these conclusions and 
recommendations are largely reflected, is adopted, it will, I believe, by 
its substance and example go far to stimulate a great advance in world 
trade and our own trade and speed the day when we can terminate 
all free aid to foreign countries. 

The numerous contacts of American representatives in other coun- 
tries in recent years has, I believe, infected people of other nations 
with something of the economic and social philosophy which has made 
this country so productive. Our formula is not a simple one but a 
compound of technological development, growth of professional stand- 
ards, of civic and social consciousness, of techniques for accumulating 
the capital needed for growth and improvement. 

I do not believe such a result could have been achieved except 
through our system of private enterprise operating within the great- 
est area of free trade which has ever existed, namely, the States and 
Territories of the United States, which our forebears so wisely pro- 
vided should not be allowed to erect tariff barriers against each other. 

I believe the rest of the free world is ready to move forward in the 
same direction we have found so fruitful and that if progress can con- 
tinue to be made in the solution of some of the related social and 
political problems, the free world can well be on the verge of a great 
economic advance. But this can only come about through an increase 
in world trade in which the United States, because of its overwhelm- 
ing position in such trade and because of its prestige in the world, 
must play an important and leading part. 
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More and more I believe American businessmen are coming to 
realize the basic fact about foreign trade; that we cannot export with- 
out importing, any more than we can sell washing machines or auto- 
mobiles to people who have no income they can use for payment. 
The only final payment which the exporter of American goods can 
accept is United States dollars or something that he can readily con- 
vert into such dollars. This means that the foreign customer for our 
goods must be able to earn dollars, and the only way he can do that 
is by selling something to the United States, or to someone who has 
already done so and received dollars. 

For many years, numerous American businessmen seemed to have 
the idea that we could export without importing and, perhaps, some 
still have that notion but certainly it is no longer the prevailing view 
of American business. 

Considering the desire of practically every country to have more of 
our goods if only they had more dollars, there can be no doubt, I 
think, that every United States dollar earned in some other country 
from the sale of goods imported into the United States will soon be 
spent beck here in the United States, by the original or a subsequent 
recipient, for something which we export. 

To put it the other way around, for every dollar of imports which 
we discourage or prohibit from entering the United States, we cut off 
a dollar of United States exports. Unfortunately, while it is easy for 
a United States manufacturer or producer to identify a potential injury 
from competitive imports, it is difficult to identify the exact export 
which would be hit by a reduction in imports, however obvious and 
inexorable the overall relationship is. 

Likewise, the consumer is not ordinarily aware of, or articulate 
about, the injury he may sustain from trade restrictions. For these 
reasons, it seems particularly essential that Congress and the adminis- 
trative end of our Government should take an overall view of the 
matter in the interest of consumers and the national economy as a 
whole. 

I would also stress the importance of continuity in our foreign-trade 
policies. Because of our protectionist background and some of our 
present regulations, many nations are still skeptical as to our future 
intentions and, obviously, the investments and commitments involved 
in foreign trade make reasonable continuity necessary for enduring 
trade. For this reason, it seems to me that the 3-year period proposed 
in H. R. 1 is none too long. 

The proposed bill is also, I believe, desirably moderate in the 
gradualness with which it would permit changes in tariff rates. 
Sudden and drastic changes can be disruptive to the industry affected, 
and the authors of the bill have wisely chosen to avoid this by seeking 
permission for only gradual changes. 

I should like to express my belief also in the soundness of the recipro- 
cal trading provisions of the bill. The range of commodities covered 
by our tariff laws is now so vast that they cannot wisely be dealt with 
individually by statute; this must be left in large measure to the admin- 
istrative agencies of the Government. But beyond this, is the advan- 
tage of leaving our administrative agencies in a position where they 
can trade off advantages which we extend for advantages which are 
extended to us. This is a good old system of American trading, and 
within the limited opportunities I have had to observe the way in 
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which it operates I am convinced that our governmental representa- 
tives, if kept properly informed by the industries affected, will do a 
good job of trading on behalf of the interests of our nationals. 

Another feature of the program, which I believe is sound, is the 
proposed reduction of 14 percentage points in the United States 
income tax rates applicable to foreign earnings wherever made; the 
essence of such provision will be to extend to all parts of the world 
the provision which has long applied to operations in the Western 
Hemisphere. Certainly in the world of today our vital foreign trade 
interests are not limited to the Western Hemisphere. 

The provision itself is sound and necessary if American capital is 
to be induced to venture into foreign fields, as is essential, we believe, 
in view of the drastic shortage of local capital in most part of the 
world. One of the great contributions which Americans can make 
to world trade is the creation of American-owned or partially owned 
productive facilities in other countries, thus not only supplying 
needed facilities but providing a practical means of demonstrating 
American methods of operation. 

The proposed tax reduction of 14 percentage points is a modest 
enough recognition of the risks, costs, and problems involved. Some 
other leading countries do not tax foreign earned profits of their 
nationals at all, and practically all of them give relief of one kind or 
another in recognition of the risks and to help keep their nationals 
competitive with those of other countries including residents of the 
country where the earnings are made. 

I spoke earlier of being in the oil business and you may wonder 
whether I have some special ax to grind. I did not come here pri- 
marily to discuss the effect of this bill upon oil. I would wish you 
to know, however, that our company is an importer of oil and has 
large oil investments abroad. As for oil imports, there are under- 
standable differences of opinion as to the quantity of such imports 
which are desirable at any particular time but few people, I believe 
even those who now are the most critical, would disagree that as a 
Nation we have an interest in oil imports. Our country consumes 
something like 60 percent of the world’s oil production, but it has 
only about 25 percent of the world’s presently known oil reserves, 
and undoubtedly a much smaller percentage of the undiscovered 
reserves. By virtue of aggressive drilling and development programs 
United States oil producers have raised the rate at which they can 
produce from the existing reserves to the highest level of all time, 
but at the same time when we reckon up the remaining reserves, we 
find that they represent a smaller number of years’ supply in terms 
of ae consumption rates than was true 10 or 20 or 30 years 
earlier. 

Most objective students of the matter agree that oil consumption 
requirements in the United States over the years ahead will increase 
at a more rapid rate than we can hope to increase our discoveries of 
new oil. If this be true, as I believe it is, then as the years or decades 
go by, if we are to continue serving consumers in this country at 
reasonable prices, we will find it necessary to import increasing 
quantities of oil from other areas of the world where oil is more 
plentiful. 

That, as we see it, is the long-range picture, but at any given time it 
must be adjusted reasonably to the domestic situation, and the exact 
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degree of such adjustment is one about which there can be a good deal 
of controversy. Certain it is, however, that to whatever extent oil is 
imported into the United States the dollars paid therefor become the 
direct means of other Americans exporting that many more dollars’ 
worth of American goods and services. Many obvious examples of 
this could be cited. 

But, beyond the question of imports, our company is also interested 
in world trade generally because for every barrel of our foreign oil 
which we import here, we sell many times that number of barrels in 
other countries. The foreign investments of American oil companies 
constitute, we believe, the largest of any industry and are said to 
account for more than 30 percent of all such foreign investments. I 
may say, parenthetically, that these investments are not just cold 
dollars and machinery and equipment. They represent a great con- 
tribution to the progress in the areas of the world where these invest- 
ments exist. It so happens that oil is usually found in remote and 
undeveloped parts of the world, and I believe any of you gentlemen 
who may have visited some of the oil installations in some of these 
undeveloped parts of the world would agree that they have brought 
great progress and benefit to these people, and it is certainly the policy 
of the American oil companies to share with those people a great deal 
of the benefits which are derived from the development of their re- 
sources. 

Thus, American oil companies have gone a long ways to furnish the 
needs for modern facilities in many countries. Obviously, therefore, 
they have a keen interest in the existence of conditions which make 
for sound and increasing world trade, without which these foreign 
investments would be unavailing. 

Such operations also afford a continuous opportunity to observe the 
trends of trade in many parts of the world, and from these observations 
I would like to say again, in closing, that we see many signs which 
point to the possibility of a great increase in world trade in the years 
ahead, not just in oil but in everything. Many things have already 
happened. Much productive capacity has been added, many Ameri- 
can techniques have been adopted, the hopes and desires of the 
people for better living are clearly aroused. No economy in the world 
can benefit more, profitwise, than our own from increased ability on 
the part of other people to fulfill those hopes and desires, because we 
make so many of the things they want. If, therefore, we can provide 
sound leadership and a good example in gradually opening the valves 
of trade, our country should be the greatest beneficiary of all. Our 
selfish interest, therefore, is, we believe, synonymous with that of 
American consumers and producers as a whole. 

The CuarrMan. Does that complete your statement, Mr. Swensrud? 

Mr. Swensrup. It does unless there is an interest in going into the 
more particular phases of oil imports. Now, I was not sure when I 
came here whether that would be desired or not, but from some of the 
— that have been asked, I would rather assume that perhaps 

ere is an interest among your committee in discussing some of the 
more particular phases of the oil import problem. 

Accordingly, I have prepared, and I believe you have before you, 
a supplementary memorandum on the more particular phases of oil 
imports. 
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The CuarrMan. Without objection, you may proceed with your 
additional statement. 

Mr. Swensrup. Very well. 

This memorandum is intended to deal with the general question of 
oil imports. As we see it the present pressure from some quarters to 
reduce crude oil imports is one arising from, primarily, the short-run 
factors in this picture. The slowdown of oil consumption in 1954 
due to the reduction of surplus inventories, held domestic production 
levels below the previous year. The imbalance is one which time and 
its accompanying growth and demand may be expected to correct. 
» One of the questions involved is the magnitude of reserve production 
capacity which is needed in the United States between the maximum 
efficient rates of production and the actual daily production. A few 
years ago, 1 million barrels a day was regarded as about the right 
standby reserve, but more recently the defense authorities have 
indicated their belief that this is not sufficient. I go on to say that 
we do not believe anyone can say with assurance just what reserve 
capacity is desirable. However it appears to be the view of our 
defense agencies that it should be a great deal more than 1 million 
barrels a day, perhaps nearer 2 million barrels. 

Then, I think future oil requirements are expected to be large. 
Certain it is that the oil requirements of the United States will con- 
tinue to grow. In a recent address before the National Petroleum 
Association, Lt. Gen. Ernest O. Thompson, chairman of the Texas 
Railroad Commission which regulates oil in Texas, expressed the 
thought that by 1975 we shall probably require in the United States 
12 to 14 million barrels of oil per day. 

Our own estimates suggest that, if anything, this is on the conserva- 
tive side, and that as compared with the present 8 million barrels per 
day level, United States oil consumption would be 3 million barrels 
per day greater in 10 years and 6 million barrels per day greater in 
20 years. Such imposing increments, we submit, cannot or at least 
should not fall entirely upon domestic production. 

How much imports will be needed? ‘The level of imports desired 10 
or 20 years from now will depend primarily upon how much domestic 
oil we can produce without waste, while maintaining a proper reserve 
capacity. Most students of the subject have concluded that we can 
reasonably expect to expand our domestic production above present 
levels but that sooner or later we will reach the point of diminishing 
returns when it will become difficult to sustain a given level of produc- 
tion and subsequently the rate will commence to decline, as has already 
occurred in a number of our oil-producing States, to wit, Illinois, 
Oklahoma, Arkansas, Pennsylvania, Ohio, and Michigan, among 
others. There is only so much oil available. The quantity is not 
being replenished. Therefore, the availability at any given time will 
depend upon how much of the ultimate reserves we have already 
produced and how fast we have explored and developed what remains. 

Fortunately, American oil companies own most of the oil reserves 
abroad. Augmenting our own domestic resources with these supplies, 
while they are accessible to us, would seem to me to constitute a 
constructive national policy. Surely it would be more advantageous 
to us to utilize some of this oil while our domestic ability to produce 
is adequate to take care of our minimum emergency needs than it would 
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be to reduce imports now and use up our remaining domestic resources 
so much more rapidly that perhaps in 10 or 15 years they would no 
longer be able to come anywhere near meeting our emergency require- 
ments at a time when oil from other sources might not be available in 
the volume required. 

I speak of the increasing cost and the difficulty of finding oil in the 
United States. I have an exhibit there, a chart, which shows the 
cost of finding and developing crude oil in the United States, according 
to a study made by the Chase National Bank. If you look at the chart, 
I believe it will be quite easy to follow this. It shows that whereas 
back in 1942, it cost something like 60 cents a barrel to find and develop 
crude oil reserves in this country, as of the latest year for this study, 
1953, that 60 cents has grown to $1.60. In other words, as of that 
year, it was costing about $1 more to find and develop oil in the United 
States than it was something like 10 years previously. 

As a result of the above-mentioned factors, the difficulty of finding 
oil, proven oil reserves in the United States have not increased as 
rapidly as consumption has expanded. Such reserves over the last 
30 years show a shrinking tendency when expressed in terms of the 
number of years of United States oil consumption requirements which 
they represent. 

This may be seen from the following figures at the top of page 4 of 
my statement. I show there that whereas in 1920 the proved reserves 
of our country at that time represented 16.1 years of supply at the 
then current rate of consumption, by now, in 1953, the proved reserves 
in the United States when divided by the current consumption of 1953, 
were only 11.4 years. In other words, it is a shrinkage from 16 years 
to 11 years. 

To put it another way, from 1920 to 1953, the reserves, or proved 
oil reserves in this country, have been increased by four times. That 
is from 7 billion to 28 billion, but the consumption in the United States 
during that same interval had increased 6 times. In other words, 
reserves were up 4 times and consumption was up 6 times. 

Crude oil prices have had to increase to cover the increased costs. 
I have given you a chart showing the trend of crude oil prices over the 
last 10 years, showing that in 1944, for example, east Texas crude which 
is a typical crude in this country was then $0.25 a barrel and today it 
is $2.90 a barrel. In other words, as costs have increased, the prices 
have had to increase, also. 

The United States production and imports have both increased to 
meet the expanded United States requirements. To meet the United 
States demand, both domestic production and imports have displayed 
an upward trend. Some people may be surprised to know that in the 
last 6 years, from 1949 through 1954, the production of crude oil and 
natural gas, likewise, in the United States increased by 1,540,000 bar- 
rels a day. That is an increase of 28 percent in those 5 years. 

During the same period, imports of crude oil have grown by approxi- 
mately 235,000 barrels daily. In other words, our domestic production 
went up 1% million barrels a day, and our imports of crude oil went up 
em barrels a day, and of residual fuel oil approximately 181,000 
yarrels. 

Mr. Esernarter. What percentage is that increase? 

Mr. Swensrup. I do not have the percentage increase. 
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The quantities of United States production increased 1,500,000, and 
the other was 235,000. Of the total increase, it was something like 
80 to 85 percent of the increase which came from increases in require- 
ments, saab was supplied from increased domestic production. 

On the second page of that chart, you will find a chart showing 
United States domestic production of crude oil. Now, I think that 
you might have the impression from some of the reports that domestic 
production of crude oil was in bad shape. But, actually, as you will 
see from that chart, it has gone up very steadily right straight through 
the years. In 1954, it is true that domestic production was down 
slightly. That was not because imports increased. Imports increased 
only 12,000 barrels a day in 1954, versus 1953, and domestic consump- 
tion increased by 67,000 barrels a day. That seems as though that 
should have left 55,000 barrels a day to be supplied by increased do- 
mestic production. However, the situation was that in the previous 
year, great increases in stocks have been built up through overproduc- 
tion, and the result was that in 1954 those stocks were liquidated and, 
therefore, instead of producing 155,000 barrels of net increase in do- 
mestic demand over imports, domestic production was reduced in order 
to accomplish this stock reduction. That was the only reason during 
last year that domestic oil production was down. 

There is every reason to believe that this year it will be substantially 
increased. 

There remains the question of what should be our long-range policy 
as to oil imports for the best overall interest of the country. We sub- 
mit that the following conclusions are sound: In the long run more oil 
from abroad will be needed, while domestic production capacity above 
a reasonable margin for safety will expand further, viewed over a period 
it cannot be expected to expand as rapidly as our United States require- 
ments, and, therefore, we will need more oil from outside to supplement 
our domestic sources. 

If such is the long-range tendency, then reasonable stability in the 
trend of imports as well as in domestic production is desirable. Domes- 
tic production capacity relative to United States oil consumption is 
bound to vary considerably from time to time and it would be imprac- 
ticable to undertake to adjust imports up and down over short periods 
in order to compensate fully for these variations in domestic produci- 


bility. 

We believe that the best concept is a proper balance between imports 
and domestic production. That is one of sharing the growth of United 
States oil requirements. It would not be wise, for example, to exclude 
imports completely during some period because of an unusual accele- 
ration of domestic activity or a series of unusually good discoveries, 
we had temporarily stepped up the rate at which our remaining under- 
ground reserves could be brought to the surface. Such a situation 
would only mean that at some later period, the quantity we could 
produce would be correspondingly reduced. On the other hand, if for 
some period, oil consumption in the United States were to decline, 
then surely imports along with domestic production could share that 
decline. 

The suggested policy of sharing the growth we believe is not adverse 
to the interests of domestic oil producers. As already indicated, the 
trend of crude-oil prices for many years has been upward. And so 
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long as oil in the United States continues to be increasingly difficult 
and expensive to find, develop and produce, it is reasonable to suppose 
that these factors will continue to result in reasonably correspondingly 
adjustments in price. Up to now, it seems probable that broadly 
speaking to whatever extent reduced allowables in the past have post- 
poned the production of any given barrel of oil, the owner thereof 
has tended to benefit by selling it later at a higher price. 

The CuarrMan. Does that complete your statement? 

Mr. Swensrup. Yes, sir. 

The Cuarrman. Without objection your entire statement will be 
included in the record. 

(The statement is as follows:) 


MEMORANDUM REGARDING THE O1L Import Aspect OF OuR ForREIGN TRADE 
Po.icy, Presenrep By Sipney A. Swensrup, CHAIRMAN OF THE Boarp, 
Gutr Or Corp., January 20, 1955 


This memorandum is intended to deal with the general question of oil imports. 


PROBLEM OF RECONCILING IMMEDIATE VERSUS LONGER RANGE ASPECT 


As we see it, the present pressure from some quarters to reduce crude oil imports 
is one arising primarily from the short-run factors in this picture. The slowdown 
in oil consumption in 1954 and the reduction of surplus inventories held down 
domestic production levels for some months, while at the same time continued 
vigorous exploration and development in the United States has resulted in an 
increase in crude-oil productive capacity. ‘This imbalance is one that time and 
its accompanying growth in demand may be expected to correct. 


WHAT RESERVE PRODUCTION CAPACITY IS NEEDED 


One of the questions involved is the magnitude of the reserve capacity needed 
in the United States between the maximum efficient rates of production and the 
actual daily production. A few years ago 1 million harrels daily was regarded as 
about the right standby reserve, but more recently the defense authorities have 
indicated their belief that this is not sufficient. In a letter from the then Secretary 
of the Navy, Mr. R. B. Anderson, now Deputy Secretary of Defense, to Senator 
Lyndon Johnson of Texas, dated May 22, 1953, the following statement appears: 
“Tt is estimated that the current United States daily production, including 
crude oil, distillates, and gas liquids, is 7,059,000 barrels per day. The estimated 
daily production capacity, if restrictions were removed, is 8,159,000 barrels per 
day. This figure is not sufficient to meet the United States and allied requirements 
in time of a national emergency.” 

We do not believe anyone can say with assurance just what reserve capacity 
is desirable. However, it appears to be the view of our defense agencies that it 
should be a great deal more than 1 million barrels daily—perhaps nearer 2 million. 


FUTURE UNITED STATES OIL REQUIREMENTS EXPECTED TO BE LARGE 


Certain it is, that oil requirements in the United States will continue to grow. 
In a recent address dated September 16, 1954, before the National Petroleum 
Association, Lt. Gen. Ernest O. Thompson, chairman, Texas Railroad Commis- 
sion, expressed the thought that by 1975 we shall probably require in the United 
States 12 to 14 million barrels of oil per day. 

Our own estimates suggest that, if anything, this is on the conservative side 
and that, as compared with a present 8 million barrel per day level, United States 
oil consumption will be 3 million barrels per day greater in 10 years and 6 million 
barrels per day greater in 20 years. Such imposing increments, we submit, 
cannot, or at least should not fall entirely upon domestic production. 


HOW MUCH IMPORTS WILL BE NEEDED 


The level of imports desirable 10 to 20 years from now will depend primarily 
upon how much domestic oil we can produce without waste, while maintaining a 
proper reserve capacity. Most students of this subject have concluded that we 
can reasonably expect to expand our domestic production above present levels 
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but that sooner or later we will reach the point of diminishing returns when it 
will become difficult to sustain a given level of production, and subsequently the 
rate will commence to decline as has already occurred in a number of our oil 
producing states—Illinois, Oklahoma, Arkansas, Pennsylvania, and Michigan 
among others. There is only so much oil available. The quantity is not being 
replenished; therefore, the availability at any given time will depend on how 
much we have already produced and how fast we have explored and developed 
what remains. (See exhibit 1.) 

Fortunately, American oil companies own most of the oil reserves abroad. 
Augmenting our own domestic resources with these supplies, while they are 
accessible to us, would seem to constitute a constructive national policy. Surely 
it would be more advantageous to utilize some of this oil while our domestic ability 
to produce is adequate to take care of our minimum emergency needs than it 
would be to reduce imports now and use up our remaining domestic resources so 
much more rapidly that perhaps in 10 or 15 years they would be no longer able 
to come anywhere near meeting our emergency requirements at a time when oil 
from other sources might no longer be available in the volumes required. 


INCREASING COST AND DIFFICULTY OF FINDING AND DEVELOPING UNITED STATES 
OIL RESERVES 


It is unquestionably becoming increasingly difficult to find oil in the United 
States and the costs of doing so and of drilling and equipping the producing 
wells are continually increasing. General Thompson’s paper included a most 
illuminating chart on this point, a copy of which is reproduced as exhibit 2. 

As a result of the above-mentioned factors, proved oil reserves in the United 
States have not increased as rapidly as consumption has expanded. Such reserves 
over the last 30 years show a shrinking tendency when expressed in terms of the 
number of years of United States oil consumption requirements they represent. 
This may be seen from the following figures: 


Total proved! Domestic 
crude-oil consumption 
reserves at | requirements 
the end of of crude oil 
the year for the year 


Ratio of 
reserves to 
consumption 
requirements 


Thousands Thousands 
of barrels of barrels 
7, 200, 000 446, 645 
13, 600, 000 874, 011 
19, 024, 515 1, 270, 920 
25, 268, 398 2, 193, 096 
28, 944, 828 2, 543, 418 


CRUDE-OIL PRICES HAVE HAD TO INCREASE TO COVER INCREASED COSTS 


Since World War II crude-oil prices in the United States have increased sub- 
stantially; in fact, have more than doubled, as may be seen in the following 
figures for two typical grades of crude oil: 


Crude-oil prices, 1944-54 


Oklahoma- 
Kansas 
crude oil 
36°-36.9° API 


East Texas 
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From 
“ENERGY IN THE FUTURE” 
by 
Palmer C. Putnam 
Consultant to the U. S. Atomic Energy Commission 
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One has only to look at the chart showing the cost of finding and developing 
crude oil (exhibit 2) to see the reason why such price advances have taken place. 
If we examine the total increase in price over the period, it will be found that it 
represents an average annual increase of a little over 16 cents per barrel. 


UNITED STATES PRODUCTION AND IMPORTS HAVE BOTH INCREASED TO MEET 
EXPANDED UNITED STATES REQUIREMENTS 


To meet the increasing United States demand, both domestic crude production 
and imports have displayed an upward trend. Some people may be surprised 
to know that in the last 6 years, from 1949 through 1954, production of crude 
oil and natural-gas liquids in the United States increased by 1,540,000 barrels 
a day, or 28 percent. During the same period, imports of crude oil have grown 
by approximately 235,000 barrels daily and imports of residual fuel oil by approxi- 
mately 181,000 barrels daily. 


THE UNUSUAL SITUATION DURING 1954 


Oil consumption in the United States during 1954 increased by less than 1 
percent, or about 67,000 barrels daily, the smallest rate of increase since 1934. 
Imports were up only 12,000 barrels daily—also about 1 percent. Under these 
conditions domestic production would ordinarily have been at least 55,000 barrels 
daily greater, plus the usual buildup of stocks which would be required for an 
expanding demand—say 50,000 barrels daily. This would have meant a total 
production inerease in 1954 of slightly over 105,000 barrels daily. Unfortunately, 
however, stocks during 1953 increased by 148,000 barrels daily. In other words, 
production was abnormally increased in that year by nearly 100,000 barrels 
daily. The excess inventory accumulation had to he liquidated during 1954 
and the actual reduction was approxin ately 44,000 barrels daily. The result 
of all these factors was that crude oil production in 1954, instead of being 105,090 
barrels daily greater than in 1953, was 127,000 barrels daily less. In other wor ts, 
even though demand increased 67,000 barrels daily and imports only 12,000 
barrels daily, domestic production instead of increasing as would be normally 
expected, actually showed a reduction from the 1953 rate. 

It may also be noted that during 1954 production of domestic natural gas 


liquids, which displace crude oil, increased by 26,000 barrels daily reaching a 
level of 677,000 barrels daily. This figure now exceeds the total imports of 
crude oil which for 1954 averaged 657,000 barrels daily. 

Clearly, therefore, it was not an increase in crude-oil imports which adversely 
affected domestic crude-oil production last year. Primarily it was the attempt 
to liquidate an excessive inventory and secondarily the expansion in output of 
natural-gas liquids, 


1954 SITUATION NOT TYPICAL 


It would be unwise to draw any long-range conelusions or endeavor to base 
long-range policy on the special circumstances existing during 1954. Normally, 
even with only a 3- to 4-percent annual gain in United States oil consumption 
the requirements would have been up 250,000 to 300,000 barrels daily, and each 
year should require some increase, say 50,000 barrels daily, in stoc< position 
relative to the previous year rather than the decrease of nearly 44,000 barrels 
daily which took place during 1954, These factors add up to a total 1954 abnor- 
mality of something in the order of 359,000 to 400,000 barrels daily and make it 
clear how unwise it would be to hase conclusions on such an exceptional experience. 


ARE IMPORTS HARMING OR HAVE THEY HARMED UNITED STATES OIL EXPLORATION 
AND DEVELOPMENT? 


Oil exploration and developn ent have been extremely active in the United 
States ever since World War IT, and there is no evidence of any change in this 
situation. lor exan ple, in 1954 a total of 53,924 wells were drilled in the United 
States con pared to 49,279 during 1953. More money is undoubtedly being 
spent on oil exploration and wildcatting in the United States than ever before. 
This is not surprising considering that since the war United States oii consumption 
and production have enormously increased (see exhibit 3), and crude-oil prices 
have risen correspondingly. 
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COST OF FINDING AND DEVELOPING CRUDE — 
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LONG-RANGE POLICY 


There remains the question of what should be our long-range policy as to oil 
imports for the best overall interest of the country. We submit that the following 
conclusions are sound: 

(a) In the long run more oil from abroad will be needed. While domestic 
production capacity (above a reasonable margin for safety) will expand further, 
viewed over a period it cannot be expected to expand as rapidly as our United 
States requirements and, therefore, we will need more oil from outside to supple- 
ment our domestic sources. 

(b) If such is the long-range tendency, then reasonable stability in the trend 
of imports as well as in domestic production is desirable. Domestic production 
capacity relative to United States oil consumption is bound to vary considerably 
from time to time, and it would be impractical to undertake to adjust imports 
up and down over short periods of time in order to compensate fully for these 
variations. 

(c) We believe the best concept as to a proper balance between imports and 
domestic production is one of sharing the growth in United States requirements. 
It would not be wise, for example, to exclude imports completely during some 
period when because of an unusual acceleration of domestic activity or a series 
of unusually good discoveries we had temporarily stepped up the rate at which 
our remaining underground reserves could be brought to the surface. Such a 
situation would only mean that at some later period the quantity we could 
produce would be correspondingly reduced. 

On the other hand, if for some period oil consumption in the United States were 
to decline then surely imports along with domestic production should likewise 
share that decline. 

The suggested policy of sharing the growth we believe is not adverse to the 
interest of domestic oil producers. As already indicated, the trend of oil prices 
for many years has been upward; and so long as oil in the United States continues 
to be increasingly difficult and expensive to find, develop, and produce it is reason- 
able to suppose that these factors will continue to result in reasonably correspond- 
ing adjustments in price. Up to now it seems probable that, broadly speaking, 


to whatever extent reduced allowables in the past have postponed the production 
of any given barrel of oil, the owner thereof has tended to benefit by selling it 
later at a higher pricc. 


IMPORTANCE OF OTHER FACTORS 


No domestic producer could be blamed for being concerned if he thought that 
a flood of cheap imported oil was about to threaten the United States oil supply 
and the price structure. So far, however, there has been no evidence that the 
companies importing oil into the United States have failed to exercise self-dis- 
cipline or to recognize that while reasonable imports are desirable and necessary 
any unrestrained flood thereof would damage the domestic industry. The same 
thing can be said of the oil States of the United States. In the past when the 
stability of the industry has been upset it has been due, usually, to a sudden 
increase in production from some new domestic field or some new oil State. 
Most oil States, however, now exercise self-imposed discipline in this matter 
through their respective regulatory agencies. 

It is necessary to have such regulation by the oil States because in contrast to 
the small number of importers whose oil properties abroad are usually not subject 
to competitive drainage, there are thousands of domestic producers almost all 
of whom are subject to drainage by their neighbors. Under these conditions 
self-restraint on the part of the individual producer is impractical and has never 
worked satisfactorily. State controls in the States which have most of the flush 
production have, however, solved this problem with reasonable satisfaction: 
obviously, if we are to maintain a substantial reserve of producing capacity above 
the actual production, then such control mechanisms are bound to be important, 
and the States having such excess capacity must share the responsibility with 
each other so that the burden is not left entirely upon 1 or 2 States to bear the 
whole brunt of the problem. 

In a sense the individual States may be compared to the individual oil importers. 
Indeed, there are about the same number ofeach. Thus far, neither the individual 
States nor the individual importers have been subjected to Federal control over 
their activities or over the volume of their operations. We hope no such control 
will ever be required and we do not believe it will be if reasonable discretion, 


. 





416 TRADE AGREEMENTS EXTENSION 


understanding, and good will can be maintained on all sides. It seems unrealistic 
to suppose, however, that the Federal Government would be willing to take on the 
control of one part of the oil supply, on the theory of overall national interest, 
including the interests of consumers, without eventually seeking to control the 
balance of it. 

A SOUND IMPORT POLICY 


The so-called import problem has a short-term and a long-term aspect. 

Imports always loom as a problem when supplies need to be curtailed as a result 
of prior periods of overproduction, as was the case in 1954. These short-term 
imbalances have always corrected themselves with the passage of time. A well- 
managed industry brings this about. 

For the long term, the insistent growth of demand, on the one hand, and the 
security objective of maintaining surplus producing capacity for emergency use, 
on the other, create a pattern that represents an adjustment to the best interests 
of all. This pattern is that of a more or less parallel expansion of both domestic 
production and imports, a sharing of the growth so to speak, so that both elements 
of supply may be kept healthy in order to meet the enormous needs of the future. 
This sharing of the growth has taken place natuarlly without regimentation and 
the same type of management which has brought about these results in the past 
may be counted upon to create a proper balance in the future. It would be 
unwise to base a long-range policy upon minor short-term departures from a 
perfect pattern. 

We submit that an increasing volume of imports, but at no time exceeding a 
proper sharing of the increment of growth, represents the optimum adjustment 
between the maintenance of a sound domestic industry and over-reliance upon a 
single source of supply. 


The Cuarrman. Mr. Jenkins, of Ohio, -will inquire. 

Mr. Jenxtns. I would like to ask just two questions. 

What do you mean by “the free world’’? at is your concept of 
the free world? Nearly every witness who testifies bases his programs 
on the free world. What do you hold it to be? 

Mr. Swensrup. Well, I mean the countries of the world which we 
consider free and not behind the Iron Curtain. 

Mr. Jenkins. Well, do you anticipate or have you in your plan 
any anticipation of anything against those to whom you send a com- 
modity who then send it behind the Iron Curtain? 

Mr. Swensrup. That seems to me a special problem, Mr. Con- 
gressman, that I would not consider myself competent to try to discuss 
in any detail. I do not have the knowledge about what is actually 
happening. 

Mr. Jenkins. That would be aduty and responsibility of the 
Government itself? 

Mr. Swensrup. It would seem to me so. 

Mr. Jenxrins. That would be for its own self-protection? 

Mr. Swensrup. Yes, I think that gets into the question of security. 

Mr. Jenkins. I have been sitting here, and I hear everyone talking 
about the free world, and I wonder whether they all have the same 
conception of that or not, and whether it has ever been defined by 
those who are dealing extensively with foreign trade. 

I have another question that I want to ask you. You say beyond 
the question of imports, our company is also interested in world trade 
generally because for every barrel of foreign oil that we import here 
we sell many times that number of barrels in other countries. 

Is there any relationship between what you sell, your own product, 
and what you buy? In other words, you are in the selling game more 
than you are in the buying game. 

Mr. Swensrup. We don’t buy oil abroad, we only produce it 
abroad and sell it. We bring some to this country for our own use, 
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but we sell most of it to other countries of the world or market it there 
ourselves. 
Mr. Jenkins. You say— 


for every barrel of our foreign oil— 
that means your own company— 
which we import here, we sell many times that number of barrels in other countries. 


Well, if you are doing that, then you already have the biggest part 
of your business without consideration of this \éialation. 

Mr. Swensrup. Well, except that this legislation as I understand 
it, is aimed to help promote world trade, ‘int obviously as a factor in 
the world oil market we have a great interest in the development of 
trade, in the development of the economies of other countries. We 
believe that our policies as proposed in this bill will have a great 
influence upon the developments in other countries, in which we are 
interested. That is all I meant to say. 

Mr. Jenkins. I cannot quite see why the oil companies would have 
as much interest in this trade as they seem to have, contrasted, for 
instance, with the watch people. They made their speeches yesterday 
and made them very effectively. They are in favor of bringing a 
commodity in that involves a lot of labor and a lot of technique and 
soon. However, that does not apply in your business. 

Mr. Swensrup. [ am only trying to say that we believe that this 
bill, if adopted, will have a great influence upon the development of 
trade throughout the world as well as in our country, and that that is 
of interest to the American oil companies which happen to have a 
large position in the world oil trade. 

Mr. Jenkins. That is all, Mr. Chairman. 

Mr. Swensrup. Anything that helps world trade, helps the posi- 
tion of those companies; and incidentally that brings them additional 
profits which they can bring back here and use to good advantage in 
this country. 

The CHarrMan. Are there any further questions? 

Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Esernarter. Mr. Swensrud, is it the belief of your company 
that the importation of large quantities of oil would tend to help to 
decrease the price to the ultimate consumer in America? 

Mr. SwENsRuD. Yes; it is. 

Mr. Eseruarter. There are not very many witnesses who seem 
to have much sympathy for the ultimate consumer. Most of the 
testimony we have had here relates to the effect on business, specifi- 
cally and generally, and not on the consumer. 

IT am very happy that you have indicated that you have an interest 
in the consumer in the United States. 

Thank you. 

The CuarrMan. Are there any further questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. Mr. Swensrud, what significance do you place on the 
proposal for the change in the income-tax rates applicable to earnings 
abroad? 

Mr. Swensrup. Well, I believe that as I said in this paper, in a 
paragraph I did not read because it was not immediately pertinent 
to this bill, I believe that it is a very desirable idea to bring down the 
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rate of taxation upon the foreign earnings of American companies in 
all parts of the world, and not just in the Western Hemisphere. 

Mr. Stmpson. Do you mean as an inducement to get new capital to 
go abroad? 

Mr. Swensrup. Yes. 

Mr. Simpson. Does it apply only to new income, or presently 
invested? 

Mr. Swensrup. I don’t think it is practicable to try to distinguish 
or separate the earnings from future investments as against past ones. 

Mr. Stmpson. The money which is invested now went there without 
any special hope of reward, and you took a chance on the tax laws. 
Is that the way you went over there? 

Mr. Swensrup. That is right. 

Mr. Stmpson. Your feeling is that now you are there and there is 
no special inducement needed? 

Mr. Swensrvup. I was looking at it broadly; that I believe it is 
in the interest of trying to get these other nations freed from the need 
for our aid to have their capital facilities built up and make them more 
productive, and better customers for our goods. There is a great 
shortage of capital in almost every other country of the world that I 
know of. 

Mr. Stmpson. Having subsidized to go abroad and build a plant, 
do you contend that we should provide a market here for the products 
of that plant? 

Mr. Swenrvup. No. I don’t think that the market would be here 
for very much of that, or a very high percentage of those facilities. 

For example, the refinery marketing facilities in Europe involved 
very large investments of American oil companies who operate there. 
Those investments are not made for the purpose of bringing those 
products here. 

Mr. Stmpson. Suppose that a company goes into Canada, manu- 
factures a product, and cannot sell it in Canada, therefore he ships 
it back into the United States. Should we legislate against that, or 
should we subsidize the money to go out? We can take it out of the 
Treasury and let the capital go abroad and earn money, then make a 
product and send the product back here to sell. 

Mr. Swensrup. That hypothetical illustration would not apply to 
the oil business. 

Mr. Srupson. Oh, no; I am away from the oil business. 

Mr. Swensrup. If you are talking about some example that I do 
not know of, and you are asking a theoretical question about it, 
I would simply say that any provision that you make it in a tax law, 
I suppose is bound to have some potential abuses as well as benefits. 
I think that you would have to take the overall effect. 

Mr. Stwpson. This is quite an important question and it is not a 
view. I hesitate to name any company, but there are many busi- 
nesses that operate in this country which also have a manufacturing 
plant abroad. 

Mr. Swensrvup. For the purpose of bringing that product back into 
this country? 

Mr. Simpson. Let us say ostensibly for the purpose of selling goods 
abroad. Now, at the same time the tariff rates on those goods are 
being cnt. Do you think it is profitable for us to subsidize money to 
go abroad, and manufacture goods, and reduce our tariffs and let 
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those goods manufactured by cheap labor come in here and displace 
American workers? 

Mr. Swensrvp. It would seem to me that I would have to see 
what the magnitude of any such activity was in relation to the over- 
all objectives of the provision; namely, to induce American capital to 
go abroad in areas of the world where there isn’t any question of the 
desirability of doing that, and then weigh up the whole thing and base 
it on that. 

Now, my own impression is that there is not a very large amount 
of American manufacturing capacity placed abroad, in order mainly 
to bring the products therefrom back into this country. I can’t per- 
sonally conceive of much reason for doing that because manufactur- 
ing in this country is a pretty good option, as evidenced by the fact 
we do so much of it. 

On the other hand, in many, many parts of the world there is a 
ous and distressing shortage of capital, which I believe can be filled 

y Americans. It is not just the money, but we Americans go abroad 
and build a producing facility or a manufacturing plant and help to 
run it. I believe it has a value beyond the mere furnishing of capital. 
It helps to furnish an example of how we do things in this country 
that has been so fruitful; and I believe that is one of the contributions 
we can make to the world economy. 

Mr. Stmpson. Well, I will not go further right now, but I see some 
questions with respect to Japan, for example. We have investments 
over there, and if we cut the tariffs and let the products come in 
eo we do that to keep the plants operating—I do not think it is 
good. 

Mr. Swensrvup. In Japan I think it presents a special problem of 
what kind of aid, if any, it will be necessary to give to Japan. 

Certainly it seems to me that we have got to keep Japan’s economy 
in a state that gives them a chance to live in some way. We can 
either give them aid directly, or through military expenditures, or one 
thing or another; or we can try to improve their ability to trade. 
Perhaps that includes trade with our country. I know that it cer- 
tainly will include more trade with southeastern Indonesia and those 
parts of the world. 

If, incidentally, some of the products come back into this country, 
I think it becomes a question of the overall balance of the objectives 
involved. 

Mr. Stmpson. Thank you, sir. 

The CuarrMan. Are there any further questions? 

Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. Along the line of what Mr. Simpson was discussing, my 
memory is that when we passed the bill in this committee last year 
for that 14 percent—you remember it was passed by the House—we 
did have a provision in there that if more than a small proportion of 
the goods manufactured in that foreign country were sent over to this 
country, that they would not have the advantage of the 14-percent 
exception. I think that would take care of the point that Mr. Simp- 
son brought up. 

I certainly would not want to subsidize manufacturers to go abroad 
and then send the products back to this country to the disadvantage 
of American labor. 

Mr. Swensrup. I would not quarrel with that at all, Congressman. 
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Mr. Kuan. I think that that is what we did. What the percentage 
should be, is a question to decide. I believe we put in 25 percent, but 
it might be less than that to be fair. 

I notice also in your statement you mentioned the fact that every 
American dollar in some other country will some day be spent back 
here in the United States. 

To the previous witness, Mr. Rosenthal, Mr. Curtis made a state- 
ment that of course these people in Venezuela or somewhere might, 
instead of buying goods, invest in American companies. 

Now, to me, that is exactly the same thing. I just want to see if you 
follow me on that. 

If the wealthy person in Venezuela, who received some money for 
selling his oil, bought 1,000 shares of Gulf Oil Corp. in the market 
here, that money would go to some American probably. That Ameri- 
can would have more money then available to him to either invest in 
other risk capital which would employ more American labor; or else 
he could use part of the money to buy goods made by American labor. 
So that in any case, the dollar always comes home to roost. 

Mr. Swensrup. I believe that is correct, and certainly the income 
which the Venezuelan would receive from this investment would be 
dollars, and he would then have more dollars to spend. 

But it seems to me that while there may be foreign people having 
large incomes who invest in securities in the United States, the degree 
of that must be extremely small as compared with the amount of 
investment that American companies are making in other countries. 
So that it doesn’t seem to me that it is a point of great significance when 
it is taken into consideration. 

Mr. Kuan. If they invest instead of buying our goods it is just 
taking a little longer for the money to get down to the American 
worker, but it will get there sometime. 

Mr. Swensrup. Yes, but I think there are some other points worth 
making in connection with that observation that Congressman Curtis 
made. I do not know whether there are any facts in Venezuela that 
would bear that out, but I do think that one of the great examples that 
we can show to other nations is how they can form and accumulate 
the capital that was needed if you are going to have an industrial 
advance. 

Now, in so many countries of the world you find that people when 
they don’t have the idea of investing their money in equities and in 
the things that build up capital production facilities—I know that the 
facilities for doing that, and the customs and traditions in the country, 
are sometimes so undeveloped that when some people do get some 
extra money, rather than invest in something in their own country 
they tend to invest or they may be attracted to some investment in a 
country like ours, where the practice has gone on so long that it is 
better established and you have the stock exchanges and all of those 
things. Those things may make it more attractive for them to invest 
in our country than in their own. 

That is one thing that I think on the whole we are, by our example 
abroad, showing among other things how, if you are going to have a 
private-capital system that the people in those countries have got to 
invest their savings in the stocks and bonds of the industrial companies 
in those countries. That is one thing that I think we can do a lot to 
promote. 
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Now, the other thing is that it seems to me any such investment 
that you speak of would be very small. Venezuela is one example, 
and I am sure you have an opportunity to question people who know 
more about it than I have material here available. I would say that 
Venezuela is buying a great deal of our goods in 1953, according to the 
figure I have here. We exported to Venezuela in that year $509 
million worth of goods which was more than the imports that we got 
from Venezuela. If they are, in addition to buying all of those goods, 
also investing money here, it seems to me that that isn’t keeping them 
from buying an awful lot of goods. 

But the main point I would make is that in almost every country 
in the world, with perhaps the exception of Venezuela because they are 
very prosperous there, the need for American goods is so great. 
That is why we hear of the dollar shortage. That doesn’t mean 
anything more to my mind than that they want more of our goods 
than they have got the money to pay for. We all have a dollar 
shortage, I suppose. 

I think it is pretty safe to say that by and large, with very, very 
few exceptions, the money that the people of other countries in the 
free world can earn by selling anything here will be spent mighty 
quick for American goods. Otherwise, there wouldn’t be a dollar 
shortage. 

The CHarrman. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapuaxk. Mr. Chairman, I do not necessarily desire to inquire, 
other than to make this observation on which Mr. Swensrud might 
wish to comment. 

In your presentation you have a long-range program, and you tell 
us that the oil demand will be constantly on the increase in the years 
abead. It strikes me as a layman, that you have made no concessions 
at all to the possibilities of the replacement of this oil by atomic 
energy. 

Now, it seems to me that you talk about having a need for more 
and more oil, and I think we are all very happy with the progress that 
stomic energy is making. If we continue the great advances of which 
we can presently boast, it seems to me that there will not be the need 
in 1975 or before that of all of the oil which you now say there will be 
the need for. 

Mr. Swensrup. I think that I would not be the best witness to 
ask about atomic energy. But this question has been given a lot of 
consideration by not only our company but, I am sure, most of the 
other oil companies, because we are such a large energy industry; and 
the talk is about atomic nuclear power taking the place of oil and coal 
and so on. 

Certainly I take my hat off to the people who are developing our 
atomic resources. But as far as we have been able to figure, we do 
not think that atomic energy is likely to be an important factor in 
any near-term future, even up to 1975, let us say, in the question of 
how much oil will be required in this country. 

If you consider the amount of sheeting, and the weight of it neces- 
sary to protect against atomic radiation, and the dangers of it, it 
does ngt seem likely that it will be used in automobiles very soon. 

There would not seem to be much point in trying to heat your 
house with it, or the average small factory that is burning oil; or the 
diesel locomotive that certainly the railroads bought with the thought 
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that they will be the prevailing method of power for many, many 
years ahead, even if there were some economy in the use of atomic 
energy. 

Now, we have not been able to find any evidence as yet that it is 
possible for atomic energy standing on its own feet and not subsidized 
by the Government, as all of the plants up to date are, of course—we 
don’t see any evidence that that shows any signs of being able to 
compete with coal or oil or just boiling water and making steam. 

Now there may be other uses that will come along, but this question 
has been extensively discussed among oil people, and I can only say 
that the net of all of it is, as far as I am concerned, that I do not 
believe that atomic energy as a pure means of boiling water and 
creating steam—and that is the only use I have heard of it yet for 
the creation of power—is feasible. It is simply another way of boiling 
water and another fuel in place of coal and oil. 

So far I don’t believe it is as economical as either coal or oil. Now, 
it may well become so sometime in the future, but so many of the 
uses for which oil are put are not the kind that lend themselves to 
great, large installations where you can take all of the safety pre- 
cautions that would probably be required to build a plant out in 
some protected area, and all of those things. 

As far as we can see, those will be there for a good many years 
before you will want to take a chance on putting atomic powerplants 
into some unit that you have. 

Mr. Sapiak. I am grateful for your comments, Mr. Swensrud, 
but surely you also will concede that atomic energy is in its infancy 
as the oil industry was, and with the progress that has been made 
thus far, by 1975 there might be competition. 

Mr. Swensrvup. I would not say that it won’t be an important 
factor in the overall power equation. I am only saying that for the 
particular uses that oil is most likely devoted to, we think that that 
would be rather far down the road. 

Mr. Jenkins. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Swensrud, I wanted to follow this question that 
Mr. Kean embarked upon a little bit further, because I think that 
the point of what I was trying to get at was somewhat missed. 

I am plainly concerned about the arguments that you and other 
advocates of the reciprocal trade formula have used along the lines of 
building up our markets abroad and building up international trade. 

Now, what I am concerned about is what the actual Venezuelan 
domestic market might become. As I pose the question, if 1 percent 
of the people—and I do not like to use Venezuela because I do not 
want to have any implications that it actually is the case; but we 
will say country X—1 percent of the people have the wealth, they 
have already bought as many iceboxes and radios, and so forth, as 
any human being can absorb. The other 99 percent, of course, 
would buy those products if they had the money. 

If the actual money is going to the 1 percent of the population, I 
would raise the question of whether, indeed, we are building country 
X’s domestic market. I would ask you this question: 

Take Venezuela because there I know you do business. What is 
the ratio of dollar value of Venezuela oil exports to the salary and 
wages paid to Venzuelan nationals engaged in the oil business? Then, 
you can take that ratio and, over a period of time, see whether it has 
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been on the increase since you people have been down there, and see 
what that ratio might be in relation to a similar ratio in our domestic 
oil business. Then we begin to get somewhere as to whether or not 
we, in truth, are building the economy and the market domestically 
of these countries. 

In my opinion, those are the factors that I want to know, and in 
my opinion it is also what this committee has to make some thorough 
research into. That is whether or not we actually are raising the 
standard of living in these countries; or, as I suggest is possible, 
perhaps making those that might be in power, a 1 percent or less than 
1 percent, putting money in their pockets so that in fact what we are 
doing is really entrenching them in their position. If this were so, 
I again suggest it would not be doing us much good in our whole 
world picture. It would be not making friends, and really not building 
up a strong free world as we call it. 

I would like to ask you, sir, whether you have any figures yourself 
on Venezuela along this line or could you supply figures that would 
point up the ratio referred to? Could you give that to this committee? 
Could your industry provide those figures? 

Mr. Swensrup. I am sure we could provide, or we will provide, 
gladly, anything that we can that you would like to have in that 
direction. 

Mr. Curtis. I might say this, sir, that I saw the figures on Arabian 
oil companies put out and one of the things that impressed me most 
was the increase in the ratio of Arabian nationals who were being 
employed in the higher salaried positions, such as more technicians 
over unskilled labor and so forth. 

That is the kind of curve that I would like to see, and it is the kind 
of information that I think we need to have in order to really under- 
stand what we are doing in our operations abroad. 

Mr. Swensrup. I am sure that we will be glad to give all of those 
figures that we have. I do not have them available here. I did have 
the overall figures showing that Venezuela is buying an enormous 
amount of United States goods. 

Mr. Curtis. May I stop you right there? I meant to comment on 
the imports from Venezuela. That could be your own operations and 
also it could be American nationals down there; and I am not sug- 
gesting it is. I am simply saying that it could be, and furthermore, 
it regrettably could be military purchases. If we are going to build 
these domestic markets we have to talk in terms of nonmilitary 
imports. 

Mr. Swensrup. May I ask whether you have been in Venezuela 
recently? 

Mr. Curtis. No, sir. 

Mr. Swensrvp. I think if anyone who has been in Venezuela could 
not fail to be impressed by the way in which the benefits of the income 
they have derived from oil, and right now iron ore, is generating a 
great advance in the overall economy. There must be certainly more 
than 1 percent of the people benefiting in a great way, because bear in 
mind that the money that goes to Venezuela for oil does not go entirely 
in wages. The wages certainly are a very important factor. The 
employment that has been given to Venezuelans by the American oil 
industry is a very important factor, and their standard of living has 
been high, and it is providing an example of how to treat wisely and 
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beneficially the employees of companies, and I am sure that has had 
a salutary effect upon other labor conditions in that country. 

But in addition, a great deal of the revenue that Venezuela de- 
rives from oil comes in the form of royalties and taxation upon the 
profits and the operations, and goes to the general revenues of the 
Government. 

Now, I believe those revenues are being used very effectively to 
develop the country of Venezuela in every eay. They are not being 
funneled off intoa few hands. They are going into very many projects 
that greatly benefit the industries and the culture of Venezuela. 

For instance, you see some fine universities there. 

Mr. Curtis. There is another thing that disturbs me, as one who 
believes in the private-enterprise system. I would much rather see 
it going into salaries and wages, for example—then it is in the hands 
of private individuals—rather than vast sums of money going into 
the hands of the Government to be spent like the Lady Bountiful. 

If you have a government that is unpopular, for example, and 
really unpopular with the people, you can keep that government on 
their backs through that very device. 

Mr. Swensrup. All 1 can say is that the revenues that the Vene- 
zuelan Government has derived, having to develop, let us say, the 
conditions which make it possible for private industry to advance; 
they are building up their educational facilities, their roads, their 
harbors, and many of the things that are necessary in a country before 
private industry can fully advance. 

For example, in agriculture, there are many areas in Venezuela 
where there are perhaps some agricultural possibilities, but there were 
no roads. Well now when the Government gets money for roads they 
can build roads out in that area, and then those areas develop under 
private operation. 

I do not offhand think of many of the industries of Venezuela that 
have been taken over by the Government or which are being carried 
on by the Government. I believe, by and large, that the business of 
Venezuela—outside of the oil business—is being done pretty much by 
private capital. This money that they get for oil, whether it comes 
to the Government or to private wage earners, has a great way of 
seeping down and, in other words, the employee of Gulf Oil in Vene- 
zuela or any other oil company, he earns a good wage for sure. He 
spends that for other things that he wants. 

Some of those are made in Venezuela, and some are imported from 
the United States; or he builds a house. The people that get the 
money for building the house, they spend it in turn. It very quickly 
translates itself into an overall improvement in the economy. 

Mr. Curtis. That is why I was interested in the gross figure of 
the salaries and wages. 

Mr. Swensrup. I am sure we can get you that. It is a very large 
figure. 

The CHatrMaAN. Are there any further questions? 

We thank you for your appearance and the very helpful informa- 
tion given the committee. 

The committee will now stand in recess until 2 o’clock. 

(Whereupon, at 12:30 p. m., the hearing was recessed, to reconvene 
at 2 p. m. the same day.) 
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AFTERNOON SESSION 


The CuarrMaNn. The committee will please be in order. 

The next witness appearing on the calendar is Mr. M. J. Rathbone, 
president, Standard Oil Company of New Jersey. 

Come forward, please, Mr. Rathbone. We are very glad to have 
you here. I will ask you, please, to give your name, address, and the 
‘capacity in which you appear, for the record. 


STATEMENT OF MONROE J. RATHBONE, PRESIDENT, STANDARD 
OIL COMPANY OF NEW JERSEY 


Mr: Rarusone. M. J. Rathbone, president, Standard Oil Company 
of New Jersey. 

The CuarrMANn. You are recognized, Mr. Rathbone, and you may 
present your statement without interruption. 

Mr. Rarusone. Mr. Chairman, I appear here to offer your com- 
mittee our company’s views in support of H. R. 1, to improve com- 
merce between the United States and the rest of the free world. 

As an oilman, I should like to begin by noting that more than a 
third of the $11 billion invested abroad by private American com- 
panies since the end of World War II represents the capital of oil 
firms. Moreover, in value and volume, oil is the leading commodity 
in total world commerce and represents a major item in America’s 
own export and import trade. Any program to maintain and im- 
prove international trade inevitably involves the trade of United 
States oil companies here and in other parts of the world. 

The company with which I am associated has had extensive business 
experience both in our own country and in many parts of the world. 
Our company is an American company which has been engaged in 
international trade and foreign investment for more than 70 years. 
During this period we have seen, first hand, the effects on international 
trade of hot and cold wars, of extreme nationalism, of internal eco- 
nomic and political policies of various nations, and of economic 
imbalance. All of these have, from time to time, resulted in changes 
in the trade policies of various governments from one extreme to the 
other and have important effects on the level of international trade. 

We have also seen, very clearly, the effects of an expansion of 
international trade on the economic development, the improvement 
of living standards, the social advance, and the political growth of 
many foreign lands. 

This experience convinces us that the encouragement of interna- 
tional trade along sound lines is one of the surest ways to promote 
peace and progress in the world. And we are also convinced the 
United States cannot fail to benefit from social and economic progress 
by the other nations of the free world and by a spreading of the desire 
for peace and the opportunities for progress which peace brings. 

Obviously many things go to make up the foreign economic policy 
of any nation. We favor generally the program of the President as 
outlined in his message of January 10 to the Congress, and we believe 
that the extension of the President’s authority to enter into trade 
agreements and to reduce tariffs on a moderate basis as provided for 
in H. R. 1 is a vital part of that general program. 
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H. R. 1 holds the prospect of making available to American con- 
sumers greater quantities and varieties of goods and raw materials, 
and on the other hand of enlarging markets for the products of 
American factories and farms, of giving firmer assurance for the 
maintenance of employment and general prosperity, and in the final 
analysis of enhancing our national security. 

Reciprocal trade, of course, brings benefits to the American people 
in a number of ways. In the first instance, products of other coun- 
tries, which we do not have in sufficient quantity, would enter our 
markets in increasing volume. A second effect would come about 
because other nations, by selling more here, would be able to buy 
more of our goods. This would mean greater use of our productive 
facilities, would tend to increase employment, as well as to lower unit 
costs with consequent benefits to the domestic consumer. 

The stimulating effect of international trade is not confined to 
bilateral exchanges. In fact, I believe that if it occurs through multi- 
lateral channels the overall effect may be even more beneficial. For 
example, we spend dollars to buy wool, rubber, or tin from sterling 
area countries like Australia or Malaya. These dollars are often 
used to buy sugar from Cuba or wheat from Canada. In turn, these 
latter countries eventually spend the dollars in the United States. 
Thus a sort of economic chain reaction has taken place owing to the 
stimulation of that first dollar transaction. Every United States 
dollar that goes into foreign trade eventually comes home to the United 
States, but on its travels it often fosters trade in many areas. 

The United States could maintain a high level of economic activity 
domestically without large volumes of foreign trade. But, just as we 
have raised our living standards by the free exchange of goods in- 
ternally, so can our prosperity be helped still further by enlarging the 
area of our trade. 

A significant part of America’s prosperity is accounted for by foreign 
trade. Last year the export of United States goods and services to 
other nations had a value of more than $20 billion. Moreover, im- 
provement in world trade is closely associated with the defense of the 
free world. 

Today we are receiving, in large part from dollars privately in- 
vested abroad, supplies of the many raw materials our country needs 
for military and strategic reasons. Also, as the economies of friendly 
nations abroad are built up by trade, we increase our safety through 
having stronger allies. 

The importance of H. R. 1 is underlined by the stage to which our 
economy has grown and by the fact that whether we like it or not 
our country today is in a position of world leadership. In early days 
when the United States was making the changeover from a chiefly 
agricultural to a manufacturing nation, some protection might have 
been needed by many of our infant industries. Today, however, 
American industry with perhaps a very few exceptions is well estab- 
lished and strong and this position of leadership greatly magnifies the 
impact of our actions on the other nations of the world. 

For example, imports into the United States either as a whole or 
on an individual basis, are rather small in proportion to our total 
economy which is very large. Yet, in proportion to the economies 
of the nations sending goods to us, they may represent the difference 
between growth and stagnation in those nations. 





TRADE AGREEMENTS EXTENSION 427 


We do not believe that the United States should abolish all tariffs, 
and we understand this legislation supports that view. H. R. 1 
calls for the President, in considering the moderate tariff reductions 
which the bill authorizes, to look at each situation in relation to the 
national welfare. 

Such moderate steps are consistent with a healthy, outward-trading 
economy. Extreme protectionism, on the other hand, is built on a 
sort of Maginot-line philosophy. It would wall America around with 
high tariffs, quotas, and trade restrictions to the ultimate detriment of 
most of our citizens. The consumer would have less goods available 
to him and at higher costs. Large and important overseas markets 
would be lost to farmers. The investor would suffer in a reduced 
economy at home and through the loss of investment opportunities 
abroad. Our whole domestic productive machine would begin to 
slow down. | 

It is probable that there are relatively few people in this country 
who really believe in extreme protectionism. But there seem to be 
far too many who say, in effect, ‘I would like to see foreign trade 
developed for our country, but I want to be able to turn it off whenever 
or wherever | think it might hurt me.’’ Trade cannot be built on 
that basis, either at home or abroad. Raw material supplies must 
be developed, factories put up, shipping facilities arranged for, sales 
organizations established, financing arranged, before trade can occur. 
Most businessmen are willing to buck the competition of other 
businessmen under established conditions. However, they cannot 
afford to face too much uncertainly regarding Government policies 
and actions. 

Uncertainty, both at home and abroad, regarding our national 
policy on reciprocal trade already exists, and the extension of the 
Trade Agreement Act for a period of 3 years would help to provide 
that fundamental element of consistency which would be most 
helpful. A foreign manufacturer planning to build or enlarge a plant 
to make goods for the United States market will be more encouraged 
by the knowledge that United States foreign trade policies will 
remain consistent for an appreciable period of time, than he will be 
by the actual level of our tariffs on any particular date. And the 
same considerations will affect the American businessman who 
wishes to invest in production in the United States for foreign markets, 
or who contemplates overseas investments. 

We realize fully that the imports side of international trade can and 
does impinge sometimes on the activities of certain of our domestic 
businesses and industries. It seems to us, however, that the general 
welfare and overall economic health of our country must always be 
the overriding consideration. 

It is not easy to judge these complex economic problems. But it 
does seem that, when we consider the great overall strength of Amer- 
ican industry and the vital importance of developing peace and prog- 
ress in the other nations of the free world through international trade, 
we should be very slow to put roadblocks in the way of that develop- 
ment, simply to protect certain segments of our domestic economy. 

It has been argued that Congress may be justified in considering 
means of assisting industries and employees who have been tempo- 
rarily injured by the importation of foreign goods. But we believe it 
should be understood that such a situation is not greatly different 








428 TRADE AGREEMENTS EXTENSION 





from the dislocations that result from free competition within the 
United States which stimulates initiative, research, and new invest- 
ment. ‘This is an internal problem and any consideration of it by the 
Congress should not stand in the way of our program of international 
trade, investment, and interchange of all kinds with other nations. 

Certainly a factor that is of prime importance in any consideration 
of foreign trade is national defense, and whether United States security 
is adversely affected by a particular import. Here, however, very 
careful analysis is called for to be sure that the defense of the country 
is truly affected and only when this is proven should specific action 
be recommended for each particular case. 

Another and related principle of importance in America’s foreign 
trade policy is that of refraining from taking unilateral action in the 
face of trade agreement provisions. When it is found that United 
States interests are really being injured we should negotiate with the 
other governments involved to work out a solution agreeable to all 
concerned. The passage of H. R. 1 would reaffirm this principle. <A 
final related foreign trade fundamental is our desire as a nation not 
to be discriminated against by other nations in their trading practices. 
Conversely we should not discriminate against other nations. Any 
discriminatory policy that the United States might follow with respect 
to particular commodities or particular geographic areas might well 
be detrimental to ourselves and to other countries, both on the broad 
governmental level and also where private commercial relationships 
are involved. 

The United States has the largest and most productive industrial 
plant in the world. It has great wealth in natural resources. But it 
also has by far the biggest demand for raw materials and finished 
goods of any nation. ‘here are many things in the rest of the world 
which we need and want in this country. Beyond this is our country’s 
great desire for peace, and strong allies who will help us to achieve it. 
These facts seem to point clearly to an expansion of our international 
trade. Extending the Trade Agreements Act provides a mechanism 
by which this trade can be developed on a mutually satisfactory basis. 
Such an action, we feel, would surely be in the best interest of the 
United States. 

The CHarrRMAN. Does that complete your statement, Mr. Rathbone? 

Mr. RatrHBone. Yes, sir. 

The CuarrmMan. We thank you for your appearance and your very 
helpful statement to the committee. 

Are there any questions? 

Mr. Reep. Mr. Chairman? 

The CuarrMAN. Mr. Reed of New York, will inquire, Mr. Rathbone. 

Mr. Reep. | appreciate your testimony. 

I would like at this point to insert into the record the imports of 
residual oil and crude petroleum, by years. 

The CuarrMan. Without objection it is so ordered. 

(The material referred to follows:) 
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United States imports of residual fuel oil and crude petroleum 


| | | 

| Residual fuel Crude petro- | | Residual fuel | Crude petro- 
oil — of | leum millions | Year oil millions of |leum millions 
| barrels 


of barrels of barre!s 


179 
210 
237 
198 
| — 

The Cuarrman. Mr. Mason, of Illinois, will inquire, Mr. Rathbone. 

Mr. Mason. Mr. Rathbone, on page 3 you state that last year the 
export of United States goods and services to other nations was at a 
value of more than $20 billion. Can you tell us what our imports 
were for that year, the total? 

Mr. Ratusone. No, sir; I do not have that figure available, Mr. 
Mason. It can readily be secured. 

Mr. Mason. I have the figures for 1953. They show exports at 
$21 billion, imports $16 billion, and $4.7 billion as part of our give- 
away. So the balance was only $300 million or, we were in balance 
with other nations of the world approximately 98.5 percent. We are 
told all the time that we have to take more imports in order to get 
more dollars abroad to enable them to buy from us. Yet Secretary 
Dulles told us that Europe today has $14 billion in reserve to buy 
goods with, the highest dollar reserve in the history of the world. We 
have passed the stage when we have to take imports in order to send 
out dollars. 

Mr. Ratupone. Sir, I cannot discuss those figures with you because 
I am not familiar with them. 

Mr. Mason. They are Department of Commerce figures for 1953. 

Mr. Ratusone. I am quite sure they are undoubtedly right. I do 
think, however, sir, that it is fair to say whether our export and im- 
port trade was approximately in balance in 1953, had it been in bal- 
ance at a much higher level, there would have been greater stimula- 
tion all through the world, both in our country and in the foreign 
countries. 

The CuarrMaNn. Are there any further questions? 

Mr. Stmpson. Mr. Chairman? 

The CHarrMANn. Mr. Simpson of Pennsylvania, will inquire. 

Mr. Stmpson. Mr. Rathbone, what proportion of your business is 
done abroad? 

Mr. Rartusone. In dollar volume, approximately 60 percent. 

. Srmpson. Is that 60 percent? 

. RaTHBONE. Sixty percent. 

. Srmpson. Are you including your retail distribution, too? 

. Ratusone. That is the total volume of business. 

. Simpson. Letting that part of the business out and talking 
about the production and refining, what proportion is done abroad? 

Mr. Rarusone. I do not actually have those broken-down figures 
in mind, Mr. Simpson. 

Mr. Stmpson. Would you be willing to provide that for the record? 

Mr. RatHBone. Yes. 

Mr. Stmpson. What I would like to have is the production abroad 
versus the United States production, the sales, in both categories, and 

57600—55—pt. 129 
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the dividend income from whatever is attributable to the overseas 
earnings. 

Mr. Ratusone. Those figures are readily available, sir, and I would 
be glad to file them with you. 


Mr. Simpson. If you would not mind bringing them together and 
letting me have them, I would appreciate it. 

Mr. Rarupone. Yes, sir. 

(The information requested is as follows:) 


STaNDARD O1L Co. or New JERSEY, 


New York, N. Y., January 26, 1956. 
Hon. Jere Coopmr, 


Chairman, House Ways and Means Committee, 
United States House of Representatives, Washington 25, D. C. 


Dear Mr. CuarrmMan: During the course of my testimony in support of H. R. 1 
before the Ways and Means Committee on January 20, Representative Simpson 
asked me to furnish for the record certain specific information regarding the rela- 
tive domestic and foreign production, refining, and sales volume of Standard Oil 
Co. (New Jersey), as well as the dividend income received by our company from 
overseas investments. 

In furnishing this data, I wish to point out that Standard Oil Co. (New Jersey) 
is essentially an investing company, holding stock in a number of other companies 
which are engaged in various phases of oil operations, both in the United States 
and abroad. The Jersey company is not an operating company. 

Therefore, the following figures regarding production, refining, and sales portray 
the consolidated Jersey interest in the volumes of these operating companies. 
The dividend figures show dividends actually received by the Jersey company 
from its overseas investments. Our company pays dividends to its 284, 
shareholders, virtually all of whom are Americans, based on the dividends we 
receive from our domestic as well as our foreign investments. 

1. Sales —In 1954 the product sales of Jersey affiliates totaled 2,160,000 
barrels per day, of which 1,311,000 barrels, or 61 percent, were sold abroad and 
849,000 barrels, or 39 percent, were sold in the United States. 

2. Production.—In 1954 Jersey affiliates produced 1,889,000 barrels of crude 
oil per day, of which 1,441,000 barrels, or 76 percent, were produced abroad and 
448,000 barrels, or 24 percent, were produced in the United States. 

3. Refining.—In 1954 Jersey affiliates refined 1,997,000 barrels per day, of 
which 1,277,000 barrels, or 64 percent, were run in foreign refineries, and 720,000 
barrels, or 36 percent, in United States refineries. 

4. Dividends from foreign investments.—In 1954 the Jersey company received 
approximately $390 million as dividends from its foreign investments. 

Respectfully yours, 


M. J. RATHBONE, 





(The following material was submitted for the record:) 


Stranparp Ort Co., or New JEeRsEy, 


New York, N. Y., February ?, 1956. 
Hon. Jere Cooper, 


Chairman, House Ways and Means Committee, 
Washington, D. C. 

Dear Mr. CuarrMANn: Since my appearance before your committee on January 
20 in support of H. R. 1 I have observed press reports of testimony presented to 
the committee in opposition to renewal of the Reciprocal Trade Agreements Act. 
I have noted especially testimony advocating legislative restrictions on the im- 
ports of crude oil. Some of this testimony prompts me to send you this brief 
statement in rebuttal. I doe not speak here of heavy fuel oil because I know 
Mr. M. W. Boyer of Esso Standard Oil Co., wrote you today on that part of the 
subject. 

i my opinion the real issue is: Is it wise for this country in the long pull to 
restrict its opportunities to use crude oil from abroad? 

The United States possesses about one-fifth of the free world’s total proved 
reserves of petroleum. Current United States consumption of petroleum and its 
products is somewhat over half of the total consumed by the free world. 

Testimony presented before your committee shows rapidly growing needs for 
energy in the United States. Projections of energy needs into the future by such 
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careful studies as that made by the President’s Materials Policy Commission and 
other able groups indicate continued vigorous growth of energy demand in the 
United States over coming years. The magnitude of these needs suggests that all 
energy sources—coal, natural gas, petroleum, hydroelectric power, and atomic 
energy—to the extent that they can be made economically available, will be 
required to fill the anticipated demands. Growth in the use of devices which 
consume petroleum products is estimated to continue at a rapid pace with conse- 
quent sturdy growth in the consumption of those products. 

The high degree of mechanization in the United States in relation to that in 
the rest of the world, lends importance to the imbalance between the above men- 
tioned consumption of petroleum products here and the possession in this country 
of proved reserves of crude petroleum. This disparity between the United States 
share of the free world’s proved reserves and our share of the free world’s consump- 
tion of petroleum products is a powerful argument in favor of complementing the 
production of our own domestic industry by imported crude oil. It is my 
opinion that the need for imported crude-oil supplies will increase over the years 
to come. It seems to me that such an increase will come about gradually over 
the years without serious damage to the domestic industry. 

Standard Oil Co. (New Jersey) has a substantial stake in the domestic oil 
industry. Our company has therefore a substantial interest in the preservation 
of the health of that industry. 

Affiliates of our company have imported crude oil into the United States in 
recent years as follows (barrels per day): 


88, 000 
98, 000 
84, 000 
80, 000 
79, 000 


1 Period of United States shortages. 


Nearly all branches of the domestic oil industry are currently operating at ali- 
time record levels. For example, last month (January) crude production reached 
a new alltime peak. United States crude-oil production has been increased in 
each postwar year except two. Although production in 1954 was slightly below 
the 1953 level, the total value of crude oil produced, estimated at $6.4 billion, set 
@ new record. 

An equally significant indication of the strength of the domestic oil industry is 
the number of new wells drilled. On the basis of this criterion, reflecting the oil 
operator’s confidence in the future, as well as the industry’s ability to expend 
substantial sums for exploring and developing new fields, the strength of the 
United States oil industry has not been impaired in 1954. The number of wells 
drilled reached a new high of 53,000, climaxing a succession of peak years since 
the end of World War II. Indications given in the January 31, 1955, issue of the 
Oil and Gas Journal are that the new wells to be drilled in 1955 will be somewhat 
above the level in 1954. 

On the financial side, a recent survey by the McGraw-Hill Publishing Co. of 
overall industry capital spending plans for 1955 provides for an outstanding 
example of the domestic oil industry’s vigor. While United States industry as a 
whole expects a small reduction, the oil industry is one of the very few which 
expects to increase its capital outlays. In the postwar period, capital invest- 
ments by the oil industry in the United States have totaled some $30 billion, an 
average annual rate of $3.3 billion. Plans for 1955 include estimated capital 
oe of $4.9 billion. This is an indication of vigor—not ill health—in an 
industry. 

The imposition of additional statutory restrictions on the importation of crude 
oil would jeopardize our relations with friendly supplying countries. 

In view of the vigor of the domestic industry the imposition of additional 
statutory restrictions is not warranted. Added restrictions on oil imports would 
discourage development of oil resources in friendly foreign lands. Friendly 
foreign scurces are important to us. They constitute an important contribution 
to our global concept of defense. They will be needed in increasing amounts to 
help to satisfy growing domestic requirements of oil. 

I shall be grateful if you will permit this letter to form a part of the record of 
the hearings of your committee on H. R. 1. 

Respectfully yours, 
M. J. RatTHBONE. 
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Esso Stranparp O11 Co., 
New York 19, N. Y., February.7, 1956. 
Hon. JERE CoopsEr, 


Chairman, House Ways and Means Committee, 
Washington, D. C. 

Dwar Mr. CuarrMan: As executive vice president of Esso Standard Oil Co. 
I wish to file for the record a statement in connecticn with your committee’s 
consideration of H. R. 1. The attached statement is in support of H. R. 1 but 
primarily contains facts in rebuttal of certain statements made by the opponents 
of the Trade Agreements Act who would restrict the importation of heavy fuel 
oil, a position in conflict with the principles of the reciprocal trade program. 
Should their proposal in so restricting heavy cil imports prevail, in our opinion 
no material advantage would accrue to the coal industry, but substantial injury 
would be done the oil industry, the consumers, the economy of the United States, 
its prestige in foreign lands, and its security in time of emergency. 

Your particular attention is called to the charts attached as they point out 
clearly and accurately the issues in proper perspective. Our paper supports 
among others these propositions: 

1. The position of some of the coal industry spokesmen, that coal is faced 
with unfair competition from a “flood of waste’’ product produced with 
cheap.foreign labor and sold in the United States at ‘dump’ prices cannot 
be supported by the facts. (Please see pp. 2 and 3 of our statement.) Heavy 
fuel oil is far from being a waste product. It is a tailor-made product of the 
refining of crude oil, built to specifications for its consumers, in modern 
refineries in which heavy investments of United States dollars have been 
made, and operated efficiently with highly paid labor. Its utility is demon- 
strated throughout the paper by statistical data and information on the 
improbability of sufficient convertibility to assist coal. 

2. The price, far from being ‘‘always under coal,’’ fluctuates, and at present 
is more than coal. Its price history is shown on chart 3 which answers the 
charge of dumping. The competitive situation between heavy fuel oil and 
other fuels has enabled each to find its own place in the changing dynamic 
market to the best interest of the consumer. 

3. Thousands of consumers would suffer from any material reduction in 
the supply of heavy fuel, and that, contrary to statements made by the coal 
people, includes those dependent upon it for space heating. (See p. 4 of the 
paper, and note that chart 4 shows that of the total heavy fuel used in the 
United States in 1953 about 14 percent was for space heating whereas only 
about 15 percent was used by utilities.) 

4. Witnesses who assert that imported heavy fuel oil is useless in time of 
emergency overlook the facts. More heavy fuel oil was imported into the 
United States during the 4 years 1942-45 than in the 4 years immediately 
prior to the war. We know also from World War II experience that offshore 
availability of heavy fuel oil is essential to the United States military and 
naval activities. Our merchant marine, and in fact, our seapower, is 
dependent upon heavy fuel oil and is not convertible to coal. 

5. Restriction of heavy fuel-oil imports will neither solve the ills of the 
coal industry nor materially help that industry. (Our figures as well as 
those furnished by the Federal Power Commission indicate that the maximum 
convertibility of heavy fuel oil to coal would not exceed 10 to 12 million tons 
per year. See p. 8.) 

On the contrary, such restrictions will be a burden on consumers. It 
would both reduce the supply of needed fuel and increase prices. Coal will 
still have to compete with domestic oil and gas. Please look at chart 1 to 
get the factual and easily grasped sense of proportion of heavy oil imports 
in relation to other fuels. 

When the small benefits to coal resulting from a restriction in heavy fuel-oil 
imports are weighed against the definite injury to the security of the country, the 
consumers, and the oil industry, it would suggest that a statesmanlike approach 
to the solution of the problems of the coal industry would lie in other directions. 

Respectfully yours, 


M. W. Boyer. 





TRADE AGREEMENTS EXTENSION 433 


STATEMENT BY Esso STANDARD O1L Co. To THE House Ways anp Mgans Com- 
MITTEE IN SUPPORT OF THE RecrprocaL TRADE PROGRAM AND IN REBUTTAL 
TO TEE STATEMENT OF TRE Coa. INDUSTRY 


Esso Standard is not a producer of crude petroleum. It manufactures and 
markets in this countiy a complete line of petroleum products, including heavy 
fuel cil used for ships’ bunkers, steam and powei generation, industrial fuel, and 
large heating installations. This prodvct should not be confused with home- 
heating oil which is a relatively light distillate. Heavy fuel oil is more viscous 
and must be heated befcre it will flow freely. 

In addition to marketing heavy fuel oil of its own manufacture, Evso Standard 
purchases substantial quantities of heavy fuel oil from other refiners in the. United 
States. The demands of our customers are such, however, that we must supple- 
ment this supply by imports, which are cbtained largely from cur affiliates in 
Venezuela and in the Netherlands West Jndies. 

Heavy fuel oil is only one of a number of competing sources of energy, among 
which are bituminous coal, natural gas, and diesel fuel. Its pattern cf use, 
however, is steadily changing in our dynamic economy to reflect shifts in supply 
sources, econcmics, transportation, and new developments in mechanical design. 
Only 8 years ago the railroads as a group were the largest single user of heavy fvel 
oil, accounting for 21 pereent of the total United States demand for this fuel. 
Today the almost complete dieselization of the railrcads bas resulted in heavy fuel 
oil losing this important market. Similarly, the current rapid expansior in the 
use of natural gas which bas about doubled since 1946, is affecting outlets which 
have been served by heavy fuel oil for many vears, for example, the enrichment 
of manufactured gas. Developments such as these, both of which are tremendous 
in scope, have resulted in broad benefits to the Nation because they are based on 
the solid foundation of improved efficiency and economy. 


i 1% place of heavy fuel oil in supplying total energy requirements in the United 
States 


Abundant supplies of fuel energy are vitally important. Per capita use of 
energy is a sure indicator of productivity and living standards. The competitive 
development of all the different sources of energy (liquid, solid, and gaseous fuels) 
has undoubtedly contributed to the abundance of energy supplies available to 
meet the needs of our growing economy. Heavy fuel has been an important 
factor in supplying the specialized energy requirements of our military, industrial, 
and commercial establishments. Introduction of any artificial restraints on energy 
sources would disrupt important segments of the economy. 

Since 1925 total energy consumption in the United States has almost doubled 
(chart 1). In the 8-year period since World War II, the increase has amounted 
to 25 percent, or the equivalent of 296 million tons of coal. The demand for heavy 
fuel oil has risen slowly but has leveled off in recent years. On the other hand, 
the consumption of coal has fluctuated rather widely, and has declined over the 
past several years while the consumption of natural gas and other energy sources 
have increased rapidly. 

There have been significant changes in the relationships between the sources 
supplying total United States energy requirements (chart 2). During the last 
8 years heavy fuel oil’s share of energy consumption has remained about constant. 
Natural gas and other energy sources have assumed greater importance in our 
energy picture as their growth offsets the decline in the position of coal. 


2. The quality advantages and market value of heavy fuel oil 


Heavy fuel oil is in no sense a waste product. The Esso Standard Oil Co. 
markets several grades of heavy fuel oil, manufactured to designated specifications 
in order to give the different customers uniform quality fuels. It has unique- 
advantages which enhance its value to particular users. It is the preferred fuel 
for vessels’ bunkers, including naval vessels, because of ease of handling and stor- 
ing. These same reasons, plus the elimination of ash, uniform quality, and lessen- 
ing of smoke problems, make heavy fuel oil the preferred fuel for many industrial 
plants, schools, hospitals, department stores, office buildings, and the like. Dur- 
ing the period of rapid industrial expansion since the war, many new plants have 
been designed and constructed for use of heavy fuel oil only, and many older 
plants have been revamped with this same objective in mind. 

Despite heavy fuel oil’s advantage over coal for certain uses, competition tends 
to keep its price at or near parity with the price of coal. Since the war, for 
example, east coast prices of heavy fuel oil have been generally higher than coal 
on a heat equivalent basis. (Chart 3 shows representative prices at New York 
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Harbor.) Fluctuations above and below coal parity reflect variations in supply 
and demand resulting principally from weather conditions, transportation costs, 
and industrial activity. 

The coal industry has repeatedly claimed that coal needs protection from com- 
petition that re cheap foreign labor. The inaccuracy of this charge is 
definitely established in the testimony given previously by the Creole Petroleum 
Corp. Venezuela produces the crude from which over 90 percent of United States 
heavy fuel-oil imports are manufactured and the data furnished by Creole indicate 
that labor costs in Venezuela are as high or higher than in the United States. 
The coal industry’s claim, therefore, that coal is faced with unfair competition from 
a flood of waste product produced with cheap foreign labor and ould we the east 
coast of the United States at dump rices cannot be supported by the facts. 


8. Trends in the individual uses of heavy fuel oil, coal, and gas 


(a) Heavy fuel oil_—The total demand for heavy fuel oil in the United States 
during the 4-year period 1950-53 has leveled off at slightly over one and a half 
million barrels per day (chart 4). Preliminary data for 1954, however, indicate 
that demand is down about 100,000 barrels per day from 1953. 

A breakdown of the total demand by classes of use shows that the consumption 
of heavy fuel oil by the railroads has been declining steadily from the peak reached 
in 1943 as a result of the now essentially completed dieselization program. The 
consumption of heavy fuel oil as vessels’ bunkers fluctuated within a relatively 
narrow range in the postwar period, reflecting generally the variations in coastwise 
and international commerce. The consumption of heavy fuel oil by utilities 
reached a peak in 1950 and since then has fluctuated at a lower level, reflecting 
the increased competition from coal and natural gas. For example, a decline is 
indicated for utilities in 1954 based on actual consumption data reported to the 
Federal Power Commission for the first 10 months which show a drop of 21.4 per- 
cent compared to the corresponding period for 1953. In the categories of indus- 
trial use and space heating, there continues to be a steady growth in the use of 
heavy fuel oil, reflecting consumer preference for this fuel. Military and miscel- 
Janeous use of heavy fuel oil peaked during the war period and has since fluctuated 
at a consiaerably lower level. 

(b) Coal.—A breakdown of total coal demand by classes of use indicates that 
the chief causes of coal’s losses have been the dieselization of railroads and the 
appeal of cleaner, more convenient fuels for home heating (chart 5).! 

ieselization of railroads in the United States has taken place largely since the 
end of World War II. The change to diesel power represents a real revolution in 
railroading, the extent of which is indicated by the fact that since 1949 United 
States railroads have put over 14,000 new diesel units in service, compared with 
121 new steam locomotives and 20 new electric units. A substantial number of 
steam locomotives burned heavy fuel oil, and the changeover to diesel power has 
markedly reduced railroad consumption of heavy oil as well as of coal. 

Diesel locomotives deliver from 5 to 10 times more useful power per heat unit 
than steam locomotives. It follows that on a heat content basis, use of a given 
quantity of diesel fuel displaces a far larger quantity of coal or of heavy fuel oil. 

The decline in use of coal by railroads between 1946 and 1953 amounted to 83 
percent of the total decline in United States use of coal during this period. 

The consumption of coal for space heating in 1953 was approximately half of 
that in 1946. This decrease has been offset by growth in use of automatic oil or 
gas heat which has been brought about by consumer preference. Consumption 
of coal by utilities has increased steadily since 1949. This continues into the 
first 10 months of 1954 where available Federal Power Commission data indicate 
a further increase of 1 percent over the same period in 1953. 

Another area in which coal has lost market in recent years is in the export 
field. Notwithstanding these losses, coal exports during the 8-year period 
1946-53 have amounted to 392 million tons. Bearing in mind the recognized 
reciprocal aspect of foreign trade, coal producers can hardly expect to retain this 
export market while urging that heavy fuel oil imports be shut out. Actually, 
the export-import balance during this period was much in favor of coal, since 
heavy fuel oil imports of 177 million tons on a heat equivalent basis are less than 
one-half of coal exports. For the yaer 1953 alone, total coal exports amounted 
to 37 million tons which on a heat equivalent basis was 4 million tons greater 
than the total volume of heavy fuel oil imports. 

(c) Natural gas.—Natural gas has become a major competitor of both oil and 
coal. In 1946 natural gas supplied 14 percent of the total energy consumption 





1 Source: U. S. Bureau of Mines, 
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in the United States. In 1953 it supplied 23 percent of a considerably larger 
total. During the 8-year period 1946-53, use of gas by electric utilities, for space 
heating, and by industrial and miscellaneous, just about doubled (chart 6°). 
Consumption of gas by utilities has increased steadily since 1946 and Federal 
Power Commission data available for the first 10 months of 1954 indicate a 
further increase of 13.6 percent over the corresponding period in 1953. 

The trend in the individual uses of heavy fuel oil is more significant when 
viewed in relation to the trend in consumption of competing fuels for the same 
purposes (chart 7). The most striking feature of the total competitive fuel picture 
is the increase (1953 versus 1946) in consumption of natural gas (171 million tons 
coal equivalent) compared with the substantial loss suffered by coal (101 million 
tons). Diesel and distillate fuel oils also showed marked gains (69 million tons 
coal equivalent). The increase in heavy fuel oil consumption is insignificant 
compared to these principal shifts in the pattern of energy use. 

All these advances—oil-fueled marine transportation, diesel locomotives, oil 
and gas for space heating and for power and other large industrial plants—could 
be stopped or reversed only at the expense of the total economy. While increas- 
ing use of oil fuels and natural gas has undoubtedly reduced the potential market 
for coal in the United States, it is light distillate oil and, especially, natural gas 
that have had the greatest effect on coal consumption. 


4. The role of imported heavy fuel oil in supplementing domestic supplies 


A breakdown of United States total supply of heavy fuel oil between domestic 
production and imports indicates that the volume of domestic production has 
remained relatively constant during the entire postwar period (chart 8). In 
fact, domestic heavy fuel oil production in 1953 was at essentially the same level 
as in 1946 despite an increase in total crude refined from 4,812,000 barrels per 
meg. in 1946 to 7,020,000 barrels per day in 1953. 

uring these same 8 years, imports of heavy fuel oil rose by the equivalent of 
22 million tons of coal, equal to 1.5 percent of the total United States energy 
consumption in 1953. 

Consumer demand for heavy fuel oil has shown a rising trend over the years. 
Domestic supplies have not been sufficient to meet this demand, and as a result 
it has been necessary to supplement supplies by importing heavy fuel oil. In- 
stallation of new refining equipment indicates that the trend toward lower yields 
will continue and that less and less heavy fuel oil will be manufactured from the 
light crudes generally found in this country. As a result, it will be necessary to 
continue to supplement supply by importing heavy fuel oil if this demand is to 
be met. Even though no increase in total domestic demand occurred in the future, 
imports in increasing quantities will probably be required to meet the needs of 
existing consumers. 


5. The potential injury to consumers if heavy fuel oil imports are limited 


If imports of heavy fuel were reduced, the injury to consumers would depend 
in large measure on the ability of those consumers who normally prefer to use 
heavy fuel oil to convert to alternate fuels. 

The major category of use where heavy fuel oil, coal, and gas compete and 
where there is substantial ability on the part of the consumer to shift from one 
fuel to another is the electric utility industry on the east coast. Federal Power 
Commission data indicate (first 7 months’ 1954 basis) that with the equipment 
presently available in utility plants, coal could not gain market for more than 
7,400,000 tons annually, even if heavy fuel oil imports were entirely eliminated. 
This is a very liberal estimate since tne Federal Power Commission data used 
gives the maximum possible conversion from oil to coal on an immediate basis. 
It includes all electric utility plants having conversion possibilities whether or 
not the degree of conversion is only partial or complete. 

Ships’ bunkers, space heating, and other users of heavy fuel oil have very 
limited ability to shift to other fuels. A survey of Esso Standard Oil Co.’s heavy 
fuel oil customers, exclusive of utility and marine, shows that we are serving 
directly a total of 3,238 accounts. More than 97 percent of these on-shore con- 
sumers, representing 89 percent of our total volume of heavy fuel oil sales to 
such consumers, are not equipped to switch to another type of fuel. If the 
ability of our customers to convert from heavy fuel oil to alternate fuels (11 
percent on a volume basis) is typical of all such consumers on the east coast, coal 
could not gain more than 4,200,000 tons annually from these classes of users. 


1 Source: U. 8. Bureau of Mines. 
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Total east coast consumers, therefore, who might be able to convert immediately 
to coal were on a 1954 basis using heavy fuel oil equivalent to 11,600,000 tons of 
coal annually. Thus, a large part of the total imports of heavy fuel oil could not 
be converted to coal or gas until new equipment was installed. Since conversion 
from heavy fuel oil to alternate fuels is limited, the immediate effect of a restriction 
of heavy fuel oil imports would be a sharp rise in price to induce added production 
of domestic heavy fuel oil. It is estimated that an increase of about $1 per barrel 
would be required in order to interest the domestic refiner in manufacturing addi- 
tional heavy fuel oil from crude petroleum. 

For many of our heavy fuel oil consumer customers, the conversion of equipment 
to burn coal, or even getting the physical space to store solid fuel, could be accom- 
plished only at great expense. If their supplies of heavy fuel oil were cut off, 
many of our customers probably would turn to natural gas instead of coal so that 
the result would not be to help the coal industry. Those of our customers who 
had no immediate fuel alternate would have to pay higher prices for domestically 
refined heavy fuel oil. 

As a company which imports heavy fuel oil to supplement domestic supplies, 
we know that a limitation on imports will seriously harm not only a large majority 
of our own heavy fuel-oil customers, but also many thousands of businesses and 
other establishments which now use this fuel directly and indirectly. 

The gain to coal if imported heavy fuel oil supplies were eliminated is not sig- 
nificant when compared to the harmful effects on consumers who prefer to use 
heavy fuel oil, not to mention the drastic effects of such action on relations with 
our friendly foreign supplying countries (chart 9). 

The coal industry has indicated that imports are largely responsible for current 
unemployment. A review of the record will not support this claim. Between 
1946 and 1953 bituminous coal production was reduced by 77 million tons 
principally because of the almost complete dieselization of American railroads 
and the large increase in natural gas consumption in the United States. This 
loss in volume alone is estimated to have reduced coal mining working forces by 
57,400 men (1946 productivity rate). In addition, technological improvements 
within the bituminous coal industry, typical of American industry, have increased 
the individual production of these miners. Output per man-hour has increased 
by 30 percent between 1946 and 1953. If we assumed that this improvement had 
not been achieved and that output per man was the same in 1953 as in 1946, 
45,900 additional miners would be employed. Thus, the loss in volume mainly 
to domestic natural gas and light domestic distillate oil and the increase in coal 
industry efficiency was directly responsible for reducing the coal working force 
by about 103,300 men. This loss can in no sense be attributed to heavy fuel oil 
imports, which if completely eliminated, would increase coal consumption by a 
maximum of 11.6 million tons annually, equivalent to an additional 45 minutes 
of work per week for the average number of miners employed in 1953. The 
relatively small advantage to coal resulting from the elimination of imports must 
be weighed against the alternate harmful! effects on many thousands of heavy 
fuel consumers and the friendly countries set up to furnish heavy fuel oil supplies. 


6. National defense 


It is sometimes suggested that in time of war imported heavy fuel oil will be 
cut off and the United States will have to shift to coal as a source of energy to 
replace it. The data show that this did not happen in World War II. It is un- 
likely it will happen in any future conflict. 

Although in World War II ocean transportation was disrupted for a period of 
time, available spare capacity and fiexibility in the domestic oil industry per- 
mitted meeting all essential wartime needs for heavy fuel oil. Even during the 
year in which tanker losses to submarines were highest, the total supplies of heavy 
fuel oil made available for domestic civilian and military consumers were greater 
than in the preceding years. 

The average annual consumption of total energy in the United States for the 
4-year period, 1942 to 1945, was 15 percent higher than in 1941. Annual aver- 
age heavy fuel oil consumption for the 1942 to 1945 period was 24 percent higher 
than in 1941 which compares with 15 percent for coal and 25 percent for natural 
gas. Between 1941 and 1943 total United States energy consumption increased 
15 percent. During the same period heavy fuel oil consumption increased 21.8 
percent, coal increased 19.4 percent, and natural gas increased about 21 percent. 
Certainly, on the basis of these figures, there can be no doubt that heavy fuel oil 


played an important part in meeting added energy demands during the war 
emergency. 
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During the war years, imports which averaged about 6 percent of total heavy 
fuel cil supplies, increased slightly as compared with prewar levels. The relatively 
large increa e in total heavy fuel oi] supplies, however, was accomplished princi- 
pilly by using the flexibility available in the American oil industry’s domestic 
operations. There was a 24 percent increase in demestic crude oil production 
and a 22 percent increase in domestic refinery runs between 1941 and 1945. This 
was possible because of the spare capacity that existed in 1941 in crude producing 
and refining facilities. In addition, the flexibility inherent in domestic refining 
facilities permitted sharply increasing the yield of beavy fuel oil from 25 percent 
in 1941 to the peak of 30 percent required in 1943. 

Availability cf oil was not limited at any time during the last war by the 
ability of the oil industry to produce and refine crude, principally because reserve 
capacity bad been provided. Spare producing and refining capacity exist in the 
United States today, and if required to meet an emergency, heavy fuel oil supplies 
could be materially increased. It is also evident that in the future, diesel oil 
will supply most cf the essential rail transportation needs whieh during World 
War II depended on coal. The peak rate of coal consumption by United States 
railroads was reached in 1944 when 137 million tons were consumed. Another 
significant development since the last war has been the shift in industry to the 
South and Midwest areas which are readily accessible to natural gas supplies. 

Assuring supplies of heavy fuel to our Armed Forces and allies overseas during 
war is vital. Our Navy and merchant fleet do not run on coal but on heavy fuel 
oil. It is a great advantage to them to be able to receive fuel in distant parts of 
the world. Foreign sources which now supply oil imports to the United States 
are of tremendous value. They cannot be developed in a short time and under 
wartime conditions. The best way to assure availability of such overseas sources 
is for American oil companies to participate in their discovery and development, 
and for this country to provide a market to support a reciprocal trade program. 
In the event of war, a primary objective of our military would be to keep control 
of vital sealanes. This would be important not only for movements of oil from 
supply points abroad but for movements of domestically produced oil and, just 
as imperatively, for transport of troops, munitions, food, and other materials in 
and out of our major seaports. 


Additional heavy fuel oil restrictions by the United States Government could 
jeopardize American petroleum concessions abroad. It would weaken our allies 
economically and alienate some of them politically. It would interfere with 


cohesive political action required by the entire free world to avoid another 
devastating war, 
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CHART 1 


UNITED STATES ENERGY CONSUMPTION 
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CHART 2 


UNITED STATES ENERGY CONSUMPTION 
PERCENTAGE SHARES OF MAJOR FUELS 
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_ COMPARISON OF PRICES OF eee 
HEAVY FUEL OIL AND BITUMINOUS COAL 
AT NEW YORK HARBOR 
1946-1954 
EXPRESSED IN DOLLARS PER BARREL ON HEAT EQUIVALENT BASIS 
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Cuart 4.—Heavy fuel oil demand by uses in the United States 
[Thousands of barrels daily} 
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1 Not available. 
Source: Bureau of Mines. 


Cuart 5.—Total coal consumption— United States by end use 


[Millions of tons] 


Transporation 
Space 

Utilities | heating, 
cooking 


United 
States 
total 


Indus- 
trial 





tt et BD BD BO BO OD ND 


1953 
1954 (estimate) 


1 Not available. 
Source: Bureau of Mines. 
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Cuart 6.—Natural gas consumption—United States, by end use 





[Billions of cubic feet] 
Space United 
Year Utilities | heating, | ™4U5- | ‘States 
cooking total 
226 489 1, 754 2, 469 
219 482 1, 656 2, 357 
247 510 1,778 2, 535 
243 578 1,907 2,728 
271 587 2, 028 2, 886 
311 682 2,144 3, 137 
388 7 2, 382 3, 504 
452 783 2, 565 3, 800 
425 838 2, 761 4, 024 
403 903 2, 829 4, 135 
490 1, 087 2, 987 4, 564 
619 1,219 3, 291 5, 129 
723 1,340 3, 337 5, 400 
836 1, 586 3, 834 6, 256 
1,025 1, 939 4, 469 7, 433 
1, 163 2, 138 4, 693 7, 994 
1,310 2, 228 4, 837 8, 375 
() ® ®) 8, 700 





1 Not available. 
Source: Bureau of Mines. 
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COMPETITIVE GAINS AND LOSSES 
IN U.S. FUEL CONSUMPTION 1953 VS 1946 
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CHART 9 
UNITED STATES COAL AND HEAVY FUEL OIL 
ENERGY CONSUMPTION 
(1925 -1954) 


EFFECT OF ELIMINATING FUEL OIL 
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The Cuarrman. Are there any further questions? 

If not, we thank you, Mr. Rathbone, for your appearance and the 
very helpful information you have given the committee. 

The next witness appearing on the calendar is Mr. H. W. Haight. 

Come forward, please, sir. 

Mr. Haight is the president of the Creole Petroleum Corp. 

We are very glad to welcome you, Mr. Haight. Would you please 
give your name, address, and the capacity in which you appear, for 
the record? 


STATEMENT OF HAROLD W. HAIGHT, PRESIDENT, CREOLE 
PETROLEUM CORP. 


Mr. Haicur. Mr. Chairman, my name is Harold W. Haight. I 
reside in Caracas, Venezuela, and I am president of the Creole Pe- 
troleum Corp. 

The CuarrMAN. You may be seated. You are recognized to present 
your statement without interruption. 

Mr. Haieut. Thank you, sir. I may add, Mr. Chairman, that I 
am an American citizen. Most of my life has been spent in the 
petroleum industry, and for the past 10 years I have been with the 
Creole Petroleum Corp. in Venezuela. This experience has shown me 
firsthand the effects of United States foreign-trade policies on the 
welfare of other countries. The continued success and growth of my 
company depend upon the continuation and expansion of international 
trade. Therefore, I am happy to appear before this committee to 
support H. R. 1 in particular, and, in general, the reciprocal trade 
program recommended by President Eisenhower, which I believe will 
mean more prosperity and greater security for the people of the 
United States. 

Creole and its predecessor companies have been producing oil in 
Venezuela since the 1920’s. Creole is a fully integrated company, 
with exploring, producing, refining, transportation and marketing 
facilities in Venezuela which is the only country in which we operate. 
Our principal stockholder is Stand Oil Co., New Jersey. Other 
stockholders reside chiefly in the United States. 

Creole is one of 16 oil companies in Venezuela. Two of these have 
British and Dutch backgrounds, the other 14 are owned by United 
States interests. Creole is the largest producer in Venezuela, and also 
one of the world’s largest producers of crude oil. We have more than 
$1 billion invested in Venezuela and employ nearly 15,000 people. 
We are proud of the excellent relations we have maintained with the 
ay and Government of that friendly neighbor Republic and that 
we have been able, in many ways, to contribute to its remarkable 
progress. 

he President’s call for wider foreign trade has created a wave of 
ood feeling toward the United States in many parts of the world. 
he response has been especially warm in Latin America. 

I know that members of this committee and many Members of 
Congress are generally aware of the great economic expansion now 
occurring in Latin America and its vital importance to the United 
States. In Venezuela, we have been visited by a number of Repre- 
sentatives and Senators, who have shown keen interest in the progress 
being made there. 
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We welcome such visits, and hope that more will occur in the future. 
We know that every Member of Congress, and every American, who 
sees the streets of Venezuelan cities filled with American motorcars, 
who sees the advertising signs proclaiming the availability of every 
type of American product, returns to the United States with a clearer 
realization of what reciprocal trade means to Latin America and to 
the United States. 

The commercial and cultural ties between the United States and 
most Latin American countries never have been stronger than they 
are today. One example is the increase in the number of students 
from these countries who attend United States schools and colleges. 
Several thousand students from Venezuela alone are being educated 
in the United States today. 

In peace and war, Venezuela has proved her value as a neighbor, 
ready to work with us and to assist us in times of need. Through 
their own efforts, the people of Venezuela have developed their rich 
natural resources in cooperation with American and other foreign 
investors. The direct consequence of Venezuela’s rising standard of 
living has enabled it to buy more and more from the United States. 

Since World War II, United States trade with Latin America has 
increased far more rapidly than United States trade with any other 
area of the globe. Trade with Venezuela has multiplied 12 times in 
that period, leaping ahead faster than trade with any other country 
in the world. I base this statement on a survey conducted by a 
United States research organization, Econometric Specialists. This 
study produced an array of figures which show that United States 
commerce with Venezuela carried economic lifeblood into hundreds 
of American communities. Copies of the study are available if any 
of you gentlemen care to examine it. 

(Extracts from the study referred to appear on p. 459.) 

Mr. Haicur. The survey completed in 1954 indicated that Ameri- 
can companies in 450 cities, in nearly all of the States of the Union, 
sold some of their products in Venezuela. Based on United States 
Department of Commerce figures it pointed out that Venezuela in 
1953 bought and paid for United States goods totaling over $500 
million annually. In addition, one should also take into account 
profit remittances, freight, insurance, other services, et cetera, that 
were valued at more than $350 million annually. 

In doing this, Venezuela did not borrow from the United States 
Treasury. Venezuela earned the money to buy all these things by 
selling her own exports to the Uni States and other markets. 
Ninety-five percent of Venezuela’s foreign exchange, in dollar cur- 
rency, comes directly or indirectly from petroleum exports. Where 
did Venezuela’s dollars go in the United States? Every region of 
the United States shared in the stream of income earned by this trade 
of $500 million of merchandise sold annually. 

I mention this because I know you gentlemen have a particular 
desire to promote the economic wolfane of the people in yo.r home 
districts and your home States, and you are naturally interested in 
seeing what exports were sent from the communities in your areas. 

Let us take a look at the origins of the products grown or manu- 
factured in the United States and sold in Venezuela. I note that the 
chairman of this committee, Mr. Cooper, comes from Tennessee. We 
can take Tennessee as our first example of the direct value of reciprocal 
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trade between the United States and our Venezuelan neighbors. Ten- 
nessee companies covered in the survey reported exports of $1,834,000 
to Venezuela in 1953. Since the sample covered only about one-third 
of the total United States exports to Venezuela, that would indicate 
Tennessee firms actually exported goods valued at much more than 
the reported figure. 

These exports went to Venezuela from many places in the State. 
The town of Alcoa sent aluminum; Athens, electric machinery, gas 
ranges, glass products, metal products, Chattanooga, cotton products 
and metal goods; Greenville, electronic equipment; Jackson, creosoted 
wood products; Knoxville, thermostats; Lewisburg, electrical appli- 
ances ; Memphis, cereal and cotton preducts, and gas ranges; Nashville, 
beverages and pencils; Old Hickory, chemicals and textile fibers. 

As another example, let us take New York, Mr. Reed’s home State 
and 1 of the 2 leading States in volume of reported sales to Venezuela, 
accounting for almost $20% million. Jamestown ships metal office 
furniture to Venezuela, Little Valley sends powdered milk; Olean sends 
engines and compressors. There are many other items, of course, from 
New York. I could not bore you with reading all of them. 

Mr. Kean might be interested in knowing that his home State of 
New Jersey ranked first in the value of products sold to Venezuela. 
Companies in New Jersey reported exports valued at nearly $25 mil- 
lion. Again, the actual total for New Jersey undoubtedly was a much 
larger figure. 

I cite these examples to indicate as specifically as possible what the 
flow of trade between the United States and Venezuela means in terms 
of jobs and profits for Americans in communities well known to you. 
Restrictions on this trade would be harmful to the prosperity of many 
thousands of Americans, as well as damaging to United States security 
from the viewpoint of our Western Hemisphere alliances. 

We hope that another global war will never occur. But our country 
must think of all possibilities, and prepare for any emergency. The 
United States Department of Defense in its statement of December 9, 
1953, to the President’s Commission on Foreign Economic Policy em- 
phasized, as it has often done before and since, the necessity for main- 
taining access to foreign oil to fuel our Armed Forces in any future 
conflict. 

I believe many Members of Congress are familiar with the contribu- 
tion made by the Venezuelan petroleum industry to the Allies in 
World War II. Most of the petroleum requirements of our Armed 
Forces in that conflict were for use outside the United States. United 
States factories depended for fuel to a considerable extent on imports 
of heavy fuel oil into the United States. And while submarine fleets 
inflicted heavy damage on our shipping early in the war, tankers were 
able to land more oil in the United States during the 4 war years than 
during the 4 years just before the war. 

The highest consumption of all by our Armed Forces came in the 
first half of 1945, when civilian needs were also at the highest level. 
In this period 25 percent of the petroleum products used by the Allied 
Nations came from foreign refineries. That 25 percent was an indis- 
pensable element in Allied victory. 

It is important, also, to bear in mind that Venezuela is strategically 
located. It is closer to Pacific as well as to European ports than is 
the United States gulf coast. And ocean routes from Venezuela to 
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United States Atlantic coast ports are virtually the same distance 
as from our own gulf coast. 

We all know that another war, if it comes, would not and could not 
be fought entirely from bases within the United States. It has been 
said that in such a war, operations would be conducted from many 
bases requiring huge quantities of fuel which could be more readily 
supplied from sources abroad than from United States domestic 
sources. 

In 1953 about 290 million barrels of Creole crude oil and petroleum 
roducts were distributed throughout the world. Latin America, 
Curope, and Africa took 49 percent, 36 percent went to the United 

States, 10 percent to Canada, and about 5 percent to other purchasers. 

Out of the 104 million barrels of Creole oil shipped to the United 
States in 1953, approximately 62 million barrels were heavy fuel oil 
and about 42 million barrels were crude oil. A considerable portion 
of our crudes shipped to the United States are specialty type, not in 
abundant supply in the United States. Typical of these are our 
heavy Lagunillas crude in demand on the east coast of the United 
States for the manufacture of high quality asphalt, and our San 
Joaquin crude, used for high-quality wax production. The dollars 
paid by United States customers for these quantities of oil flowed to 
Venezuela and then back to the American market to buy hundreds 
of different products from United States farms and factories. 

Much of Creole’s oil shipped to the United States is in the form of 
heavy fuel oil. Some critics of the Venezuelan industry in the United 
States feel that this is the result of inefficient refining equipment. The 
truth is that Creole has thoroughly modern refinery equipment, and 
has just finished construction of a new large refining unit which is one 
of the most modern in the world. 

Creole is using the equipment best suited for making the products 
most in demand by Creole customers. It is inconceivable that a 
successful oil company, operated by businessmen seeking a profit, 
would deliberately construct an inefficient refinery or would willing 
maintain one below its optimum level of efficiency. 

In the years since 1945 many fuel consumers in the United States 
have switched from coal to oil or natural gas. This has produced 
some economic distress in the coal mining areas. We are aware of 
the very difficult problems the coal industry has faced, and we do 
not minimize the problems of men who have lost employment or 
have had to shift to other jobs. We feel, however, that fuel oil 
imported from Venezuela has been only a minor factor in the decline 
of the coal industry. The major factors have been the tremendous 
increase in the use of domestic natural gas, the increased use of 
heating oil which is of domestic origin, the conversion of United 
States railroads from steam locomotives to engines consuming domesti- 
cally produced diesel oil. Even the railroads which carry a great 
deal of coal as freight are using many diesel locomotives, simply 
because these engines are more efficient and more economical. 

It is claimed by some that restrictions on imports of heavy fuel 
oil might substantially increase the volume of coal produced in the 
United States. This seems very doubtful. Some users of heavy 
fuel oil would switch to light domestic fuel oil. Many would turn 
to natural gas. Because heavy fuel supply would be insufficient to 
meet demand, some consumers, reluctantly and resentfully, would 
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be forced to the expense of converting their equipment to use coal. 
Coal would not capture an amount of business equal to that which 
ery fuel oil would lose. And fuel consumers generally would 
suffer. 

One of the reasons often given for bills to restrict imports into the 
United States is to protect domestic industries against so-called 
floods of goods produced by cheap foreign labor. That argument 
cannot be used in connection with Venezuelan oil. In Venezuela, 
oil production is more costly in many ways than in the United States. 
As a matter of fact, the salaries of engineers, geologists, et cetera, 
paid by the oil companies in Venezuela are roughly 40 percent higher 
than those paid in the United States. Living costs are also higher 
in Venezuela, however, so that in the end salaried employees in 
Venezuela live on about the same scale as those in the United States. 
That means they live pretty well. 

Labor costs in the Venezuelan oil industry are often higher than 
such costs in United States oilfields. Under a collective contract 
signed in September 1953, and effective until 1956, ordinary labor 
commands a cash take-home pay of $3,287 per year. This is the 
lowest labor. This is the minimum. In addition, there are benefit 
and welfare items totaling $1,083 a year, making the total cost of 
ordinary labor an annual average of $4,370. 

The annual cash take-home pay of a skilled workman amounts to 
$5,896, and the total annual cost amounts to $7,107 per year. These 
labor costs certainly compare with those in the United States. They 
show that Venezuela is not producing oil with ‘“‘cheap labor.” 

Any action which would limit Venezuela’s ability to earn dollars to 
make purchases in the United States would have repercussions through- 
out the United States and the free world. Such action would disrupt 
the long friendship between the United States and Venezuela and hand 
the Communists a propaganda weapon of great power. It would 
drastically affect the livelibood of some 21,000 United States citizens 
living in Venezuela. In our own country, it would affect the jobs of 
many thousands of American workers dependent upon international 
trade and it would damage the business of hundreds of companies in 
many States. . 

The fastest growing market for United States goods is Latin 
America. This growth can continue if we give Latin American coun- 
tries the right kind of encouragement and the right kind of oppor- 
tunity for growth. 

In summary, approval by Congress of a pro for a gradual 
expansion of international trade will have a twofold effect. First it 
will create new hope and new attitudes of welcome for American 
products, American business, and American investors in Latin Amer- 
ica; second and of vital importance, it will strengthen the security of 
the United States and the rest of the free world. 

That completes my statement, Mr. Chairman. 

The CuarrmMan. We thank you very much for your very helpful 
statement and the valuable information given the committee. 

Are there any questions? 

Mr. Harrison of Virginia will inquire. 

Mr. Harrison. Mr. Haight, I notice in your statement outlining 
the value of trade by various dubirenabenal districts, you made no 





TRADE AGREEMENTS EXTENSION 451 


nentiee of the Commonwealth of Virginia. Is there any reason for 
that? 

Mr. Hareurt. Sir, I have all the States here in this book, but I did 
not want to bore the committee by reading all of them. It is quite 
a thick document. 

Mr. Harrison. I would like to add a footnote, if I may. Virginia 
has enjoyed, until recently, a very profitable outlet for poultry and 
egg products in Venezuela. We have been very much concerned by 
recent restrictive laws on the imports into Venezuela. I hope we may 
have your good offices seek relief for us on that. 

Mr. Hareurt. I did not get the items you mentioned. 

Mr. Harrison. Virginia poultry and eggs. 

Mr. Haienrt. I do not know the origin of all these eggs that come 
into Venezuela. I eat alot of them. I do not know just where they 
come from, but I know there are a lot of eggs still being imported into 
Venezuela. As regards these chickens, what they are trying to do in 
Venezuela is to get a poultry business established down there. They 
fly down every day thousands and thousands of baby chicks. You 
see them going out of Miami by the planeload, these baby chicks, to 
Venezuela. Then they feed them until they grow up to the time they 
are ready to eat, and they sell them for fryers and broilers. 

Mr. Harrison. Is that not the argument that the coal people 
make in opposition to this bill? They are trying to protect the 
American coal industry. 

Mr. Haicur. By that method, though, we would be dictating to 
the people what they had to burn, what fuel, energy, they had to use. 
We would have no freedom of choice. You do not have to eat chickens. 
You can eat pork or beef. 

Mr. Harrison. The coal people say that we should have that in the 
Simpson bill that was offered last year, and I assume it will be offered 
as an amendment to this bill, that the coal industry is being destroyed 
because of the residual oil is coming from Venezuela. We say no, we 
are not going to do that, that we believe in trade, that we are going to 
let Venezuela oil come in. Why is that not a two-way street, as far 
as Venezuela is concerned? 

Mr. Haircut. As I mentioned in my statement, we admit that the 
coal industry and coal miners have had some setbacks, they have lost 
position. The figures will prove it. 

Mr. Harrison. I am not talking about their general health. I 
am talking about the argument that they make that we should 
restrict Venezuelan oil in this country in order to protect their industry 
and build up the American industry. If that applies to American 
poultry, why does it not apply to Venezuelan oil? 

Mr. Haieut. Mr. Harrison, I would like to take a little philosophic 
view of this situation in Latin America, which, incidentally, is one of 
the greatest areas left, I think, in the world for future development. 
I think that the United States and United States businessmen are 

oing to rue the day that they do not take advantage of this to help 
Sean out economy growing and to give jobs for our children and grand- 
children. 

Mr. Harrison. And to expand the flow of goods in international 
trade; is that right? 

Mr. Haieut. All right. At the same time, we must recognize that 
no Government can exist very long and keep its people happy if it 
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keeps them on a pasture or goat-pasture economy. They just cannot 
live on bare subsistence. All people, all human beings, and I have 
lived in foreign countries for 28 years and we all think almost alike, 
I think, they all want a better standard of living. They are not satis- 
fied, and neither are our people, to live on a pasture life. 

In this country, we have developed such a machine where we can 
produce goods so hardly nobody else can compete with us. How are 
these countries going to get a little industry started, some basic thing 
so they will not have to be entirely dependent on other countries, to 
exist? How are we going to make these people strong so they can be 
our allies and still not raise our own taxes? That is the problem. 

Mr. Harrison. I voted against the Simpson bill, and I suppose I 
will do it again. But it comes, it seems to me, with somewhat bad 
grace, to hear these talks about how we must keep the flow of goods 
in international trade, and all of this dispute that we have been having 
about Venezuela and its oil, and then to find Venezuela itself adding 
new restrictions to eliminate what goods they are already buying from 
the United States. 

Mr. Hatenr. They cannot import everything, Mr. Harrison. 

Mr. Harrison. They can keep on importing what they have been 
importing; can they not? 

Mr. Hareur. Let us take our own country. We have always been 
high protectionists on textiles, shoes, ceramics, and various things. 
We do not have to do that. We could cut off all tariffs on textiles 
and shoes and let imports come in. But all of us would not want to 
be wearing somebody else’s shoes. We like to think that we can make 
our own shoes. Why did they put that tariff on? In the beginning 
that goes back a long way. If Venezuela wants to make a few shoes, 
and they do it in a small way, they do not have mass production, and 
they have a small market, they are going to have to put on a small 
tariff. But do you think they are going to make tractors and automo- 
biles and all of this heavy equipment going into Venezuela, these 
electric turbines and jet turbines? They cannot make those things. 
They have no desire to make them. We have to let them have a few 
little industries that need a little protection to get started, just as we 
have done in this country. 

Mr. Harrison. They have a little industry in their residual oil, 
have they not? 

Mr. Hareur. I can recall, I think, the winter of 1947-48, when you 
had an exceptionally hard winter here. What happened? We were 
called on to supply the fuel oil to keep people from freezing to death 
on the Atlantic coast. We did it. We strained everything to keep 
people warm on the Atlantic coast of the United States. 

Mr. Harrison. That is all. 

The CuarrMan. Are there any other questions? 

Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Haight, you mention at the top of page 5 my dis- 
trict and my name, and you said: 

As another example, let us take New York, Mr. Reed’s home State, and 1 of the 


2 leading States in volume of reported sales to Venezuela, accounting for almost 
$20% million. Jamestown— 


in my district— 


ships metal office furniture to Venezuela; Little Valley sends powdered milk; Olean 
sends engines and compressors. 
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You mention those products exported from my State to Venezuela. 
I would like to ask you what about the textile products, the optical 
goods, small metal goods, jewelry, leather products, and many other 
products that have been shipped from foreign countries to my State 
and which put hundreds of people out of employment, hundreds of 
them? We have to have a little protection against these foreign 
imports. Every small community lives upon a payroll, every single 
one. That is true in Pennsylvania. It is not the profits. Those 
may be essential, but even a receivership covering a period of 10 
years that has had the benefit of the payroll does not cause the com- 
munity to suffer very much. That is our attitude. That is what we 
are sent here for, to protect the people of our districts and the payrolls 
of our districts. 

Mr. Hareurt. I understand your position. 

Mr. Reep. Pardon me. There is another thing. You mention 
the question of chickens and eggs and all of that; or Mr. Harrison did. 
I have one small community that ships out a carload of eggs to 
New York every day. The freight from my district, western New 
York, by rail or truck to New York City is more than it would be 
for you to ship the same quantity of goods from Venezuela into the 
New York market. One shipload of eggs from Venezuela, or the 
Venezuela market, to New York would break the price for the farmers. 
The same thing is true of butter and so on. 

Mr. Haieutr. About the only thing that Venezuela exports to the 
United States is oil, and perhaps a little coffee, and cocoa. They are 
a developing, growing country. They cannot hardly feed themselves. 
That is the reason we have a good market for a lot of our agricultural 
produce, and a lot of fruits. If you want some fruit in Venezuela, 
you eat California, Washington, and Oregon apples, pears, grapes, 
and prunes. That is where it comes from. 

Mr. Reep. You certainly do not blame me for trying to represent 
the people of my district, which I have done, in fighting for tariffs to 
protect them, for the last 35 years. 

Mr. Haicur. Mr. Reed, I appreciate your position a hundred 
percent. My point on this whole foreign trade position is this: I do 
not deny that there would be some dislocation in any gradual, general 
lowering of tariff. My point is that I believe it is in the welfare 
interests of the majority of the people of the United States that we 
take the leadership in the world in trying to reduce trade barriers. 
Of particular importance is that this, in my opinion, will lead to the 
convertibility of currency, which, today, is one of the most terrible 
roadblocks to trade, international trade, that exists. I believe this 
bill, if enacted, will stimulate and get us on the road to convertibility 
of currencies. 

Mr. Reep. I agree with you, but they have not cooperated abroad 
in convertibility, and they have been building up their gold supplies in 
those countries to a point where they can do it now. 

Mr. Haieut. I am told that Great Britain is rapidly approaching 
the point where they can do it. Of course the pound sterling is the 
most important currency, I suppose, in the world to get moving first. 
They are being a bit conservative on it, but I understand they have 
about 90 percent convertibility now. In perhaps another year or two 
it will be all right. 

Mr. Reep. That is all. 
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The CuarrMan. Are there any further questions? 

Mr. Simpson. Mr. Chairman? 

The CuatrMan. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. Mr. Haight, how much of your product is sold in 
the United States and how much in the rest of the world? 

Mr. Hareur. I mentioned those figures, Mr. Simpson. I think 
maybe you were out at the moment. I will see if I can find it quickly. 

It is on page 6, at the bottom: 

In 1953 about 290 million barrels of Creole crude oil and petroleum 
roducts were distributed throughout the world. Latin America 
urope, and Africa took 49 percent; 36 percent went to the United 

States, 10 percent to Canada, and about 5 percent to other purchasers. 

I believe some of the United States Navy and Armed Forces pur- 
chases are included in this percent. 

Mr. Stmpson. Does your company make money? 

Mr. Hareur. Yes, sir. I believe last year we made $220 million 
net profit. 

: Mr. Stupson. Do you make it on the goods you sell in the United 
tates? 

Mr. Hateut. We sell f. 0. b. Venezuelan ports, Mr. Simpson, to 
purchasers, customers. 

: Mr. Stwpson. Do you make money on what you sell in the United 
tates? 

Mr. Harecut. We make money on what we sell at international 
prices. 

Mr. Stmpson. On what is sold in the United States, do you make 
money? 

Mr. Hareut. Yes, sir. 

Mr. Stupson. How much income tax do you pay on it? 

Mr. Hareur. Well, we pay 50 percent. 

Mr. Stmpson. How much? 

Mr. Hartenr. About 50 percent. Wait a minute. You see, we are 
taxed principally by the Venezuelan Government. 

Mr. Simpson. By what? 

Mr. Hateut. By the Venezuelan Government. 

Mr. Stimpson. All right. 

Mr. Harcur. They get, including all taxes, 50 percent. In other 
words, their take equals ours in this business. 

Mr. Stmpson. You do not come under the Western Hemisphere? 

Mr. Haieutr. We are a Western Hemisphere corporation. 

Mr. Stmpson. Then as far as the United States is concerned, the 
rate is 39 percent. But you do pay more to Venezuela? 

Mr. Haieutr. Under the law, as I understand it, as long as our 
taxes in Venezuela are as high or higher than those in the States, the 
money we earn in Venezuela is not taxable in the United States. 

Mr. Stimpson. And Venezuela sees to it that their taxes are high 
enough so that we get nothing out of it. 

Mr. Haient. We might earn a little money in the United States 
on interest and bank deposits. That is taxable in the United States. 
But all of these profits of ours come to the United States, to stock- 
holders. As I pointed out in my speech, and it is no secret, we are 
95 percent owned by the Standard Oil Co. of New Jersey. Therest 
of the stock is public, and most of it to American citizens. So all of 
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that money comes to those stockholders and spreads across this coun- 
try. They pay taxes on the dividends. 

Mr. Stmpson. I understand that, but Venezuela arranges it in such 
a way that we get no tax money out of what your company earns in 
Venezuela? 

Mr. Haicur. You are getting taxes on all of these dividends. 

Mr. Simpson. We get taxes in the United States on those dividends? 

Mr. Hareut. Yes, sir. 

Mr. Stmpson. Do you have a credit against those dividends of the 
money you paid to Venezuela for taxes? 

Mr. Haieur. No, I do not think so. We do not. 

Mr. Stimpson. I think the Standard Oil Co. has. 

Mr. Haieur. I cannot answer that question. But you know if 
you have dividends from any company you have to pay taxes on them. 

Mr. Simpson. Yes. What is your belief about extending the law 
to provide for the Western Hemisphere tax provisions to apply in the 
rest of the world? 

-Mr. Hataeur. I think it would be—I do not like to talk about the 
whole world so much. I would rather confine my opinion to Latin 
America, which I know more about. I think it would be a great tool 
to help develop those countries, at no expense to us, if we can stimulate 
private capital and get the climate in those countries as we have in 
Venezuela, where the Government treats foreign capital equal under 
the constitution with local capital. Then you create a climate, in that 
there is no double taxation, so that American capital is willing to 
venture abroad and take the risk of starting new enterprises which 
stimulate the économy, not only in the United States but of that great 
region, and it develops it. It creates a better way of life for millions of 
people, including our own. 

Mr. Simpson. Then, do you think they should be free to ship the 
products back into the United States and sell them here? 

Mr. Harenr. I do not think you can generalize. I think there 
should be certain freedom of trade. But if you are driving at the 
point of imperiling this country, I am not in favor of imperiling this 
country. 

Mr. Simpson. Do you ship them back to this country? 

Mr. Hateurt. Yes, sir. 

Mr. Stmpson. Suppose some safety razor company making blades 
took American capital over to Japan or to Venezuela and we changed 
the law and they paid the low income-tax rate there that we are talking 
about, 39 percent. They cannot sell the razor blades there because 
they do not grow whiskers. So they ship them to the United States. 
Would you approve of that? Suppose we cut the tariff so they can 
come in. Would you then approve of it? 

Mr. Hareut. Well, I think certainly it is a problem which has to 
be studied to see where it was having a serious effect on this country. 
I do not think, Mr. Simpson, that we can guarantee the security of all 
the people of this country. 

Mr. Stmpson. Guarantee the what? 

Mr. Hareut. The security. I say I do not believe we can guarantee 
the security. I think we all know the horse-and-buggy days are gone. 
Nobody guaranteed their security. My father went broke in the cattle 
business in the 1920 panic. Nobody guaranteed it. We went broke. 
I had to quit college and go to work as a laborer. 
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Mr. Reep. When the cattlemen went broke, that was when there 
was no tariff. 

Mr. Hateutr. I do not remember. I was a young man, Mr. Reed. 
But we went broke, and nobody protected us, nobody guaranteed any 
security. 

Mr. Resp. They did very soon after they came into power. Four 
Governors from the South came up to thank President Harding for 
what he had done to save them. 

Mr. Simpson. I am still wondering about this man who manu- 
factures razor blades. Would you protect the American manufac- 
turer? This fellow with cheaper labor or in Japan who builds a 
factory where Americans provide the money, at a discount or a subsidy, 
would you let him ship the blades back to the United States? May 
I say it is like the coal miner being out of work because you ship oil in. 

Mr. Hatenr. I do not quite understand the subsidy. 

Mr. Simpson. By paying 38 percent tax instead of 52 percent,that 
is one way. That is what you would be paying were it not for the 
fact that Venezuela sees to it that this United States gets no money 
from you. 

Mr. Hareut. Why should an American company operating abroad 
be taxed in the United States? If he is taxed in the country in which 
he operates, why should he be taxed twice? 

Mr. Simpson. I say Venezuela sees to it that they get the money 
and that we do not get it. The money is earned in the United States, 
your profit, a large part of it, but we do not get taxes on that. 

Mr. Harenr. Just on the dividends. 

Mr. Stmpson. Let me get back to the razor blades. Would you 
like American factories set up abroad with the knowledge that the 
market would be in the United States? Would you approve of that? 

Mr. Haircut. I do not think that is a good principle, to deliber- 
ately set up a factory with American capital abroad just to sell 
razor blades in the United States. 

Mr. Simpson. Suppose it were an oil refinery that you set up. 
Would you think that would be all right, to then sell the oil in the 
United States? 

Mr. Harenr. I think so. 

Mr. Simpson. That would be all right, but not razor blades? 

Mr. Harenr. I think so. 

Mr. Stmpson. That is all, Mr. Chairman. 

Mr. Haiaut. We are dealing with a wasting asset in the oil situa- 
tion, which is irreplaceable, given to us by God, and we must conserve 

a certain amount here for our own future generations. 

The Cuarrman. Are there further questions? 

Mr. Curtis. Mr. Chairman? 

The Cuarrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I wanted to ask a few questions about the domestic 
market of Venezuela. Of course, I presume that these labor figures 
that you give here mean that you mainly employ Venezuelan nationals; 
is that correct? 

Mr. Haieutr. They are; yes, sir. Ninety-two percent of our em- 
ployees are Venezuelans. 

Mr. Curtis. I did notice, though, from looking briefly through 
this booklet that you referred to, United States trade with Vene- 
zuela, that the bulk of that importation seems to be heavy equip- 
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ment that is used in the oil industry and mining industry. I presume 
another portion of the vast importation comes as a result of the 
American nationals who are in Venezuela. Would you say that is 
a fair analysis? 

r. Hatent. No, sir. 

Mr. Curtis. You would not? 

Mr. Hareurt. I could not agree with that. 

Mr. Curtis. I would like to have your comment. 

Mr. Haieut. The material used within the oil industry is a minor 
part of that 500 million, a very minor part. Most of this heavy 
equipment is used by the Venezuelan Government in public-works 
programs, in building roads, developing the country, opening up the 
country, bringing in immigrants. 

Mr. Curtis. And building roads, railroads, bridges, and so forth? 

Mr. Haieur. Yes; and schools and hospitals. There have been 
some tremendous highway projects completed in Venezuela in the 
past 2 years. It is remarkable the amount of earth-moving equip- 
ment, tractors, all sorts of construction equipment that is used now. 

Mr. Curtis. One thing I did notice, though, is that very little of 
this importation seems to be of consumer products. Are factories 
being set up in Venezuela now that manufacture consumer type 
goods? Where do they get their consumer type goods? 

Mr. Haicut. Well, there are a few factories around there that 
make consumer goods. For example, I believe the Celanese Corp. 
built a plant there. But they bring in from the States the raw 
materials to make these textiles. 

Mr. Curtis. To sell to the domestic market, the Venezuela 
domestic market? 

Mr. Haiaur. Yes. 

Mr. Curtis. What is the population of Venezuela? What is it, 
about 3 or 4 million? 

Mr. Haiaeut. No; it is estimated now to be 5% million. 

Mr. Curtis. And in speaking of this standard of living of the 
Venezuelan, I think you mentioned in your statement that subject, 
what are you basing that on? What studies are you basing that on 
or what figures are you referring to when you say their standard of 
living has been increased? I am concerned about that aspect of 
this thing. The big argument used, and I think it can be used with 
some legitimacy, is that the standard of living is being raised. I 
would like a little more detail of just where that is. 

For example, has illiteracy been decreasing in Venezuela? 

Mr. Hateur. It has been decreasing greatly. In our own com- 
pany, in the last several years we have practically eliminated illiteracy 
from the workers through adult night schools. 

Mr. Curtis. That is from your workers? 

Mr. Hateurt. Yes. 

Mr. Curtis. I wondered about the rest of the population. You 
employ 15,000. I am wondering how that other part is. After all, 
if Venezuela develops a domestic market, it is going to have to be 
through this 5% million people in the country. 

Mr. Harcut. That is true. As you know, probably, they are 
bringing in immigrants every year, too. They number something 
over a thousand a month right now, immigrants helping to settle the 
country. 
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Mr. Curtis. And a lot of those are skilled workers? 

Mr. Harenr. A lot of them are skilled workers from Europe. 
Some of them are being settled on the land as we had when we were 
homesteaders here. They are going out and becoming farmers. The 
Government, of course, has to help them. They are building roads 
for access into these areas, a lot of area being covered by dense forests 
and jungle. 

But this comes from the wages. When people pay good wages to 
workers, then they can buy these products. In our own camps, if 
you drive through one of our camps—and, incidentally, I would like 
for you to come down and see these things—you will see that these 
people have cars. I am talking about the laboring man, getting paid 
by the day. He has a radio set, he has an electric icebox, all coming 
from the States. Now, in Caracas, they are all getting television 
sets, and they are expanding that all over. 

Mr. Curtis. In other words, this is expanding from what might 
be called an oil economy to a broader base in the country? 

Mr. Hateur. Thatis right. I would not like to give the impression 
that our wages are higher than anybody else’s in there, because the 
Venezuelan people themselves are paying good wages, similar to ours. 
They do not have the same kind of union contract that we have, and 
maybe not the same pension plan, and this and that, but they are 
paying good wages. They are beginning to recognize the fact, the 
important fact, that if you do not pay the worker the right wages, he 
does not buy what you want to sell him, and that does not promote 
progress. 

Mr. Boaes. Mr. Chairman? 

The CHarrMan. Mr. Boggs, of Louisiana, will inquire. 

Mr. Boaas. Mr. Haight, in connection with the questions asked 

ou by Mr. Simpson of Pennsylvania, you, of course, realize that the 
Washi Hemisphere Corporation Trading Act is now a part of the 
law and has been for some time? 

Mr. Hareut. Yes, sir. 

Mr. Boaes. And you know that a great many corporations have 
been set up under that act. You do not know of any discrimination 
against mainland business as a result of that act, do you? 

Mr. Harienr. Any discrimination against what? 

Mr. Boggs. I am referring to the illustration that he made of the 
manufacturer making razor blades in Japan and shipping them back 
to this country. 

Mr. Haren. No, sir, I never heard of that case that Mr. Simpson 
mentioned. 

Mr. Boaes. Actually, the reason for the tax differential is to pro- 
vide: No. 1, an incentive for American capital; and, No. 2, to put them 
in a competitive position. Is that not important? 

Mr. Hareut. I think it is tremendously important. 

Mr. Boges. Do you not have local situations where you have to 
pay heavy local taxes in the country in which you are doing business, 
as well as taxes to the Treasury of the United States? 

Mr. Haicur. That is true. I pay taxes personally to both Gov- 
ernments. 

Mr. Boaas. So that in many cases you are not even equalizing the 
situation, are you? 

Mr. Harenur. No. 
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Mr. Boaes. The point I am trying to establish with you is that this 
is not a tax preference in the sense that it would be if it was done 
domestically? 

Mr. Haicur. That is right. No, it is nothing like that. To me, 
it is a good thing, because it will enable us to help our friends develop 
themselves without the expense of the American taxpayer. 

Mr. Boaes. Do you think if you prevented the importation of all 
foreign oil, industries and homes that are now using oil as fuel would 
reconvert to coal, let us say? 

Mr. Hatenut. No, sir. I do not believe that the American people in 
their homes would like to go back to using coal. I know I would not. 
I used to shovel coal. 


Mr. Boaes. Do you think that the prevention of imports will have 
any effect on it at all? 

Mr. Haregurt. In my opinion, that would just raise the prices to the 
consumers in this country, and it would not help the case of coal at all. 

Mr. Boggs. I have no further questions. 

The Cuarrman. Are there any further questions? 


If not, we thank you again for your appearance and the information 
given the committee. 


(The following information consists of extracts from the survey 
referred to by Mr. Haight:) 


UNITED STATES TRADE WITH VENEZUELA 


A survey showing location of producers of United States exports, prepared by 
Econometric Specialists, Inc., New York, N. Y. and Walter Mitchell, Jr. 


1. VENEZUELA’s PLacE IN Unirep States Export TRADE 
INTRODUCTION 


The following report is intended to show (1) the importance of Venezuela as a 
customer for United States goods and services; and (2) the sources of our mer- 
chandise exports to Venezucla by towns and cities in the United States. 

The information contained herein is derived from data supplied by some 700 
American companies, and from statistics on our exports to Venezuela published 
by the United States Government. 

The exports covered by the replies to our inquiry totaled $171 million in value. 
This is 34 percent of the approximately $500 million of merchandise exported to 
Venezuela from the United trates in 1952-53 and represents an impressive return 
when it is realized that the replies were purely on a voluntary basis. 

Section I portrays Venezuela’s position in the United States export market and 
outlines some salient facts on the growth of our trade with that country. The 
export data of the United States Government have been used here to show the 
full dollar size and composition of our trade with Venezuela. 

Section II, based entirely upon answers received in the survey, shows the many 
cities and towns in the United States in which exports to Venezuela originate. 
The data reveal that about 450 cities in 43 States participate in the Venezuelan 
market. This is a minimum figure. The number of towns and cities sharing in 
this trade is undoubtedly larger and would be so indicated if information were 
available from every company exporting to Venezuela. 

It would indeed be difficult to get a full listing of all of those localities which 
have something to do with Venezuelan trade. For example, some of the larger 
manufacturing companies, having plants located throughout the country, were 
unable to tell us, except in a general way, of the specific plants in which their 
Venezuelan exports were manufactured. The variety of goods exported by the 
particular company made it difficult to pinpoint with precision the amounts 
coming from any particular area. 

Similarly, the specific geographical sources of our exports of food products to 
Venezuela cannot be exactly stated. Dairy products can be allocated to par- 
ticular States, but it is not easy to say which towns and cities were responsible 
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for the products exported. Cereals and meat products can be located in terms of 
the food-processing company. In turn, these companies rely upon American 
agriculture in all its variety for grain, livestock, and other foods for their raw 
materials. 

Nevertheless, the information returned in the survey presents the impact of 
Venezuelan demand for United States products by towns and cities in the United 
States. It drives home the importance of this market in terms of geographical 
extent and numbers of people affected. 

Section III pictures briefly the nature of our exports of services to Venezuela. 
These are valued presently at about $350 million a year. They are performed by 
banks, insurance companies, steamship companies, airlines, engineering and 
construction firms, and by United States private capital and enterprise operating 
in that country. 

Section IV lists the names of those companies which have cooperated in the 
survey and have given permission to have their names listed in this report. Their 
wide variety, as to company size and location, furnish additional evidence of the 
pervasive influence of our dealings with Venezuela. 


VENEZUELA IS A CASH CUSTOMER FOR UNITED STATES GOODS 


The goods and services we export from the United States make millions of jobs 
for Americans. Exports, and the imports that pay for them, affect incomes in 
manufacturing, mining, and farming, as well as in banking, insurance, construc- 
tion, and transportation. United States merchandise exports totaled approxi- 
mately $16 billion in 1953. Exports of services—transportation, travel, and the 
use of capital in foreign enterprises—accounted for another $5 billion. 

United States exports in 1953, as for several years past, were financed by im- 
ports, private capital flows, and loans and grants. During 1953 we gave or 
loaned to foreign countries through the mutual s:curity program, the Export- 
Import Bank, and other channels, approximately $5.6 billion. In the 8% years 
from July 1, 1945, to the end of 1953, the United States loaned or gave to foreign 
courtries approximately $43.5 billion—nearly 40 percent of all of the goods 
exported by the United States in that period.! 

Important as these gifts and loans may be in terms of world strategy and post- 
war reconstruction, some of our best friends on the international political scene 
are cash customers. Venezuela is an outstanding example. With the exception 
of $12 million loaned by the Export-Import Bank of Washington to Venezuela 
since 1945,? United States exports to that country have been financed by Vene- 
zuelan cash payments. -Her exports of oil in the past and present, and her newly 
begun exports of iron ore, have provided dollar balances which have enabled her 
to take a rapidly increasing volume of United States goods year after year. At 
the same time, Venezuela maintains, ready and close at hand, large reserves of 
these strategic materials. 


VENEZUELA IS OUR SECOND-BEST CUSTOMER IN LATIN AMERICA 


The United States sends more merchandise to Venezuela than to any other 
Latin American country exeept Mexico. Our shipments to Venezuela are equal 
to our combined exports to Colombia, Argentina, and Chile. They are greater 
than our exports to Cuba and to Brazil, respectively, even though these countries 
have larger populations. 

Merchandise exports to Venezuela amounted to about 18 percent of total 
United States exports to the Latin American Republics in 1953, 15 percent in 
1952, and an average of 17 percent in 1949-50.3 The United States is Venezuela’s 
largest single supplier of goods from abroad. 


| Data on United States loans and grants are from semiannual reports of the National Advisory Council 
on International Monetary and Financial Problems, and from the Treasury Bulletin. 

? Total net credits authorized by the Export-Import Bank to Latin American countries in the postwar 
period, July 1, 1945, to March 31, 1953, have exceeded $1,100 million. 

3 Includes Argentina, Brazil, Chile, Colombia, Cuba, Mexico, and Venezuela. 
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TaBLeE 1.—United States exports to leading Latin American markets, 1952-53 ' 
[Average annual dollar volume, including reexports, in millions] 


Country of destination: 
Mexico ae 649 
503 
169 
425 
; 255 
Argentina Psa 125 
Chile 


2, 538 
1 Exports for 1953 are estimated on the basis of 11 months’ data. 
Source: U. 8. Department of Commerce. 


ON A PER CAPITA BASIS, VENEZUELA IS OUR SECOND-BEST CUSTOMER IN THE 
WORLD 


If dollars expended for United States products are prorated on a per capita 
basis among the Venezuelan population, Venezuela compares favorably with the 
largest and wealthiest countries. Per capita expenditures of Venezuela on United 
States exports averaged $93 for 1952-53, exceeding those of Cuba—S$81 for the 
period—and other leading Latin American countries. Per capita expenditures 
by Venezuela for our exports were greater than those of the United Kingdom, 
France, the Federal Republic of Germany, and Japan. They were second only 
to Canada. 


TABLE 2.—Per capita value of United States exports to selected countries—1952 and 
1953} 


{Includes reexports] 





United States | Exports 


Population exports per capita 


Country of destination 





1952 Se 95: 5 1952 | 1953 








Millions | Millions | Millions | Millions 
14.4 8 $2, 782 $3, 039 $205 
5.3 5.5 500 506 92 
5.7 5.9 516 423 ¢ 72 
j RK dbkhdeehe cn eenss 26.9 2. 1 665 432 oF 22 
CRE inesccenace Sadi ils ieee clkatlarnis Sasaeediend i 11.8 2.0 231 280 : 23 
Chile 5.9 5. 0 131 93 
SI ITN ia Be = 60. 50. 6 673 573 a 
42.6 | 3. 365 335 ¢ s 
48.5 . 445 348 7 
54. 55.8 565 285 5 
18.1 | 148 | 101 6 
85. : L 622 639 7 7 


1 Exports for 1953 are estimated on the basis of 11 months’ data. 
2 Estimate. 


Source: Population data from the United Nations. Data on exports from the U. 8. 
of Commerce. 


Departmen 
EXPORTS TO VENEZUELA HAVE GROWN FAR MORE RAPIDLY THAN TOTAL UNITED 
STATES EXPORTS 


Venezuela is a market which has shown strong growth potentials. United 
States exports to that country rose steadily from the middle 1930’s through the 
postwar period. From a 1935 total of $19 million, exports to Venezuela increased 
to a high of $518 million in 1949, Following a setback in 1950, exports to Vene- 
zuela rose once again in 1951 and 1952. Table 3 presents the record of this 
growth, in dollar totals and in index numbers. Similar information is shown for 
our total exports and for United States exports to all Latin American Republics. 
Our exports to Venezuela in 1953 were 12 times greater than their average yearly 
level from 1935 to 1939. Our exports to all Latin American Republics were only 
six times greater than in the prewar period. Exports of the United States to all 
countries in 1953 were five times greater than their average from 1935 to 1939. 


57600—55—pt. 1——-31 
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TaBLe 3.—United States exports to Venezuela, Latin America, and to all countries 
{Index numbers 1935-39 average= 100] 


Venezuela eae To all countries 


Index 


Index 7. Index 
nermhers Value Value 


Value numbers numbers 





Millions Millions | Millions 
$18.6 b $2, 283 
2.1 ; 83 2, 456 
\ 3, 349 

3, 094 
3,177 
4,021 
5, 147 
8, 080 
12, 965 
14, 259 
9, 806 
9, 739 
15, 340 
12, 651 
12, 042 
10, 275 
15, 019 
15, 175 
15, 665 


RARSRRS 


~ 
wo 
ee 


een 
a 
= 





258 
DRA 
E83 





ae 
— 
~_ 


nESe: 


1, 120 
1, 228 
1, 243 


SARs 








AQABA WBDUARINNNOWF 
PESPPYSNem 
OrNOCONKHDOCOU-F 


2 





I 


1 Includes Argentina, Brazil, Chile, Colombia, Cuba, Mexico, and Venezuela. 
2 Exports for 1953 are estimated on the basis of 11 months’ data. 


Source: United States Department of Commerce. 


VENEZUELA’S COMMODITY REQUIREMENTS 


Venezuela’s need for United States goods has multiplied in recent years because 
of her economic development. Her industrialization is still in its early stages 
and her agriculture has not kept pace with increased demand. The upward surge 


of the Venezuelan economy and her growing demand for imports has meant 
increased business for our manufacturers, farmers, and exporters. Table 4 pre- 
sents a breakdown of our exports to that country by major commodity groups. 

Machinery, vehicles, chemicals, metals, and metal products aré the sinews of an 
industrial economy. Exports to Venezuela of each of these groups increased 
between 1949-50 and 1952-53. Venezuela can also be expected to furnish a grow- 
ing market for many staple items in response to further increases in population 
and purchasing power. 

Machinery and vehicles constitute the largest category of exports to Venezuela. 

These averaged $211 million yearly in 1952 and 1953. Automobile parts and 
accessories accounted for $63 million of this total. Construction conveying 
machinery, mining machinery, and well and pumping machinery accounted for the 
second largest share of this group—averaging $42 million. Other miscellaneous 
industrial machinery averaged $33 million in this period. Exports of other metal 
products (metals and manufactures group) were second in importance to the above, 
and have been closely allied with Venezuelan requirements for machinery and vehi- 
cles. Exports of steel mill products to Venezuela averaged $32 million in 1952 
and 1953 while exports of iron and steel manufactures averaged $38 million in each 
year. 
" Venezuelan requirements for foodstuffs have ranked third in the total of United 
States exports to that country. Out of an export volume of $68 million, dairy 
products took $22 million; grains and preparations $16 million, and other forms of 
edibles, lesser amounts. enezuela will probably continue to be dependent on 
imports of food for many years. However, this dependence can be expected to 
diminish. In the short period from 1949-50 to 1952-53, foodstuffs slipped from 
second to third place in the list of United States exports to Venezuela. 

Textile fibers and manufactures rank next in order of importance among exports 
to Venezuela, with an average export value of $37 million in 1952-53. The largest 
component of this group was cotton manufactures, exports of which averaged 
$18 million yearly in 1952 and 1953. Synthetic fibers were second with $12 million. 
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TaBLE 4.— United States merchandise exports to Venezuela 


{In millions} 


| 


Average (| Average 
exports, | exports, 
1949-50 | 1952-53! 


Total exports, not including reexports | $453 | 
i cctestiastatarpeeatsschiedparedinseettl eenttneentanibatatadtine 

Foodstuffs ? 71 
Inedible vegetable products 11 | 
Textile fibers and manufactures 38 
Wood and paper products 12 
IE I arin ceendigaininindnnie’ sche: cpdcinieccheetciellieiaiiacaditenata al 18 | 
ee Bo a ccntuiadnmigntinincdcnhintnnanmtaalinhiinenda we 66 
Machinery and vehicles - 176 | 
Chemicals and related products : ‘ | 2 | 
Miscellaneous products 3 | 33 | 





! Estimated exports to Venezuela for 1953 based upon data for the Ist 11 months. 
2 Edible animals and animal products, vegetable food products, and beverages. 
3 Includes inedible animals and animal products. 


Source: U. S. Department of Commerce. 


Chemicals and related products were close behind textile fibers and manu- 
factures, averaging $35 million a year in 1952 and 1953. This compared with 
$28 million yearly in 1949 and 1950. Medicinal and pharmaceutical preparations 
and various chemical specialties accounted for about 70 percent of this category. 
Exports to Venezuela of chemicals and related products are rising rapidly in 
importance and should continue to increase. Between 1949 and 1950 and 1952 
and 1953 they assumed the rank previously held by the miscellaneous group. 

The miscellaneous group averaged $32 million yearly in 1952 and 1953. This 
was divided among photographie and projection equipment, scientific and pro- 
fessional equipment, musical instruments and parts, office supplies, books, maps, 
pictures, and prints, and other miscellaneous equipment. Inedible animal 
products such as leather, furs, oils, and their manufactures, have also been included 
in this group. They are shown as a separate group in table 5. 


TABLE 5.—Average annual dollar volume of United States exports to Venezuela 
during 1952 and 1953! 


Cres are based on those published by the U. 8S. Department of Commerce in 
eport No. FT 420, United States exports of domestic and foreign merchandise, 
country of destination by subgroup) 


[Thousands of dollars] 


00. ANIMALS AND ANIMAL PRODUCTS, EDIBLE 


Animals, edible 

Meat products 

Animal oils and fats, edible 
Dairy products 

Fish and fish products 
Animal products, edible ? 


0. ANIMALS AND ANIMAL PRODUCTS, INEDIBLE 


Hides and skins, raw, except furs 


See footnotes at end of table, p. 466. 
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TABLE 5:—Average annual dollar volume of United States exports to Venezuela 
during 1952 and 1958—Continued 


(({Thousands of dollars) 


1. VEGETABLE FOOD PRODUCTS AND BEVERAGES 


Grains and a sss ee ces lc ical sah le uc cdc cian ica 16, 462 
Bositees an Gens *,. obs... ic SU de end ei ehe dk we 948 
Vtabiins Bi ONS. Lo... J cnukecner casomactenbesaocdeanne 4, 355 
Pee OE CE ac nc ich tig pg cibindondnhaetabinshinin tamara 7, 224 
Nate and preiarations . =.= — =. 5-20. co cee wes 5 2 SES 378 
Venetahie offg.and. fate; ile... oo co gaca.-seunbaewone 1, 446 
Tanle beverage materidis.. 2.05 nn nk dn 14 
Cees. ie costs cance tc ecespereueee ceases eee 143 
Guger and related products... sis ooo once aca s dpenibinaonane 536 
VCORE « 6 S522 ons leche Sc een. ee 1, 807 
Total * 


2, VEGETABLE PRODUCTS, INEDIBLE, EXCEPT FIBERS AND WOOD 


Rubber and allied gums and manufactures, except special category 24.. 5, 939 











Naval:stores, gums, and Teeinssc. . csdue cqow-sdeu bees bose becuur 305 
Drugs, herbe,:and roots, evudes. oc 20s. 4i- need na sees ne <a meen 6 
Oil e088 .s050 asi worse tute Leeiae Ms AUS eee ObG L gi oalecanons 22 
Vegetable: cils.and fate; inedible. 4. 3 - 6 iasauns cohidaeee-kesaue--. 162 
Vegetable dyeing, tanning extracts......-.. ..-----.-----.+.-.----- 356 
Seuss,  CmeeweOeeeGes iii. sacs sak o~snnedes pwe-seakiewn- bina ds dues < 51 
Nursery and greenhouse stock_-_-_--------- pis Leese sisted «nie bates wad 18 
Toalitbeo ORT MBNUTSOSUNG s aes 55 hiss BER beccnsva <on ned seicceotion 5, 951 
Miscellaneous vegetable products, inedible_..-...........-..-----.-- 439 

Total Pascal < nnekéehois unease aitebdihs weddac baehicunecan- ben 13, 350 

3. TEXTILE FIBERS AND MANUFACTURES 

Cotton, WORE RONI OE ois in 2 ihn Wve minibalnee enon atchanten nina 40 
CIGEEOR SURI ON OT Oo inks niente Aa ab aicink te leachate eis ene ene 1, 046 
Cobban MARUI REIN a. skis és be so a alee Dens ta Ae ee 18, 282 
Vegetable fibers and manufactures_--_........-.--..-...+------.--.-- 424 
Weal eouninanm wine tare 4a 5b 6 by am intnreryanndudid icahigs oheidiek Dt ed 29 
WR OR RGIS RIGID i ist ois hse hin wine dhe evan eee stneant seals hes 1, 001 
Olt SRR RMON ©. 5s as ss a RRS een ch eaenat 14 
Silk and ManuUlactures. iq 20.5 5 ST ee nnn ok ew ein 188 
Synthetic fibers and manufactures._.-......-...-----------.------- 11, 767 
Misccllaneous Cextile PIOGOES... -cwitsien < db ssn nnacdnbasssaccdepoearny 4,013 

Totel §oisccccacctccsacccsczecgecdes ctusctmegccccccccertee 36, 850 

4. WOOD AND PAPER 

VWedod, unmanufactured. —. <5 cowsdsccckecccceeecedccsce ee oUt be 131 
Sawmill products... ..6-scoo5 5 rocccccccececsusstaeesc~ las dest 2, 174 
Ra INNING oo aca 5. cern wad ones a ei oo ole ae 1, 501 
Cork Gud manufactures... sos cocccccccccescceascewadecssoare ste 141 
PRE Se OROURA. 5 ono ho chewed as ewe beeen eles 82 
Paper, related products and manufactures. _____._...._-_...-.---_-- 13, 210 

TOGA Fcc uss ackis ss diem ntn ath snecamcni alain cae anh oe ae 17, 268 





See footnotes at end of table, p. 466. 
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TABLE 5:—Average annual dollar volume of United States exports to Venezuela 
during 1952 and 1958—Continued 
{{Thousands of dollars], 
5. NONMETALLIC MINERALS 











a I ON i i air ns ag 12 
Petroleum and products, except special category 2___--_-__-__-__- pbue 0S) 685 
Stone, hydraulic cement, and lime------___-__.--------- SEL Dulac 1, 171 
Ginte and proauee. .. <-5 225 =< <sceee PSEA OS Ie  Uaecy RiaG 6, 134 
CMY SIM WOGUOUE. sc os oe esses ses cs sess oe POUR R Ve ued 2,418 
Nonmetallic minerals, including precious ?______-._--_.--.--.------- 2, 045 
TOU ssc serch ceca sccdssensnxcaec cys ehs FHA CIR 8060 14, 674 
6. METALS AND MANUFACTURES, EXCEPT MACHINERY AND 
VEHICLES 
NNN ene eee eee woe ewe etek satel talon 32, 329 
Iron and steel manufactures_-----....--------- akin coed ee A Tee 38, 031 
re ee eg We et ed acne op bee ae 2 
Pee ee I eS ee. so dt seulee 689 
CO ee re ee rR (ES ae tea) VILL 8S Baa ht 10 is 476 
PRA eee PIED TTI E ices oo ik eaten wana apneas Une weces + 294 
Se a ee hig oo a= aha men enw SUN 115 
NiGkes Sale eNOS ee ce Fee eae BE peed 12 
ee ean oo 5 
Sn dc habeeeeinenens 42 
NGeeeere an, GONE, MUNEND 9. ewe Sa ec ewe cuwnes 91 
Precious metals and plated ware ?#__.._......-.----------..--------- 116 
PONOAS . Sindee s dawa~ tind ndeedimQede deld< ksh side ati- 46 73, 688 
7. MACHINERY 5 
Electric machinery and apparatus, excluding special categories ‘_--_ - -- 38, 300 
Te, Senet GUY ONOR 9 <n on eee ooo ah pom ahh nd <ndicete = 9, 822 
Construction conveying machinery__._...-.-_..---------.---------- } 41. 508 
Mining, well, and pumping machinery____--_--.--.-.---..---------- - 
I ne ne kag [4emmain 
Machine tools excluding special category 1 ¢_...._-..-..-.--.-------- 723 
Metalwork machinery and parts excluding machine tools_---~--------- 1, 724 
Textile sewing and shoe machinery --_--_------.--------+------------ 2,771 
ee a ee ES xa enienin~ ame 33, 306 
I a a 3s ache makin selon 2, 579 
Printing and bookbinding machinery-----_----------.-.-.----------- 705 
Agricultural machinery and implements- -----.---.-.--------------- 2, 050 
OME SES SADSECS TERT Sam R Gg danas Stirs veer o 139, 941 
8. VEHICLES ® 
Tractors, parts, and accessories, except special categories *________-___- 6, 682 
Automobile parts and accessories, except special category 1 *____----_-- 63, 393 
Aircraft parts and accessories, except special category 1 *_____+______- 207 
Vehicles and parts,? except special category *__._.._...--...___-_---- 379 
ea ee eee Se Pere cee SUI _ DER § 70, 661 
9. CHEMICALS AND RELATED PRODUCTS 
Coal tar products, excluding special categories *_ ___.._.________-__-- 736 
Medicinal and pharmaceutical preparations ?_____...____._..------_-- 11, 069 
Chemical specialties, excluding special categories___--__......------- 12, 461 
Industrial chemicals, excluding special categories___._........-----.-- 3, 343 
Pigments, paints, and varnishes_ -__.__............-_----.-------.- 4, 102 
Fertilizers and fertilizer material._._._._______...._..-.-----------_-- 939 
ONG) Aes SU NEI cd's dee eed —wadnwe st cnvien ones tremerans 2, 305 
ae ee a ck dem aedionneneecan 34, 970 








See footnotes at end of table, p. 466. 
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TABLE 5:—Average annual dollar volume of United States exports to Venezuela 
during 1952 and 1958—Continued 
i[Thousands of dollars]; 
10. MISCELLANEOUS 


Photo and projection goods, excluding special categories 4. __...._-_--_- 2, 463 
Scientific and professional equipment___-_.____.---..--------------- 2, 314 
Musical instrument parts and accessories------.-....--------.--.---- 2, 537 
DElapelinge0s CINCO MIE 6.0 no ne on oe ene ens an cnnsehilnees & 1, 840 
‘Deys; athletic and aport Q0eds........ 5 <6 isons enksdnse wide enses nue 2, 565 
Firearms, ammunition, pyrotechnics, excluding special categories ¢_______-_--_-- 
Becks, maps, plotures, and prints *.... . . <<... 202 ones neeesneek ste 1, 965 
Miscellaneous commodities,’ excluding special categories *__..___------ 15, 095 

EE ncicwnn san ceke nian A etncsckankdemeuned hae 29, 799 

Total enpetet nn. <n ninccnnesdckscnntenccasdeeiianiinkoted 501, 616 


Estimate for 1953 based on figures for 1st 11 months. 
2 Not elsewhere specified. 


3 The sum of the items within each subgroup do not necessarily equal the subgroup total as shown, because 
many small items are not included in monthly releases, but are included in the yearly compilation. 

4 Fh categories” include commodities for which export figures are not published separately, for 
security reasons 


§In this tabulation, the subgroup, ‘‘Machinery and vehicles,” as carried in table 4, has been divided 
further into 2 groups. 


II. GroGrRapHicaL Sources or UnNirep States Exports To VENEZUELA 


There is a tendency to think of exports as affecting only the port cities through 
which they are shipped. On this basis our export trade with Venezuela is an 
important influence upon the economic health of such centers as New York, 
Philadelphia, Baltimore, New Orleans, Galveston, Los Angeles, and San Fran- 
cisco. Of greater moment, however, is the effect of our exports upon employ- 
ment and income in their towns and cities of origin. The object of this phase 
of our inquiry was to see how widespread is this effect in terms of the number of 
localities sharing in this trade. 

The replies to our inquiry show that exports to Venezuela in 1953 and 1952 
came from at least 450 cities and towns in 43 States. As stated in the introduc- 
tion, this is a minimum figure. The number of communities sharing in this 
trade is larger and would be so indicated if complete information were available. 

The States which lead in the manufacture of goods for Venezuela are New 
Jersey, New York, Michigan, Ohio, Pennsylvania, Illinois, California, Indiana, 
and Texas. Our survey shows that about 15 percent of United States exports 
to Venezuela originate in New Jersey. About 12 percent originate in New York, 
and 10 percent in Michigan. Ohio and Pennsylvania are next with 9 percent 
and 8 percent, respectively, Illinois accounts for about 7 percent of exports to 
Venezuela. California, Indiana, and Texas are also important sources of ship- 
ments to that country.® 

The city and commodity listings which follow show the geographical extent 
and the great variety of products associated with our Venezuelan trade. Some 
of the highlights of these findings are as follows: 

New Jersey exports cables from Trenton; automobiles from Metuchen and 
Edgewater; cellulose products from Parlin; cosmetics from Paterson and Morris 
Plains; elevators, pumps, and machinery from Harrison; petroleum products 
from Bayonne; pharmaceuticals from “Bloomfield and Jersey City; surgical 
dressings and drugs from New Brunswick; chemicals and glass products from 
Newark; and roofing materials from Ridgefield and Gloucester City. 

Important city sources of Venezuelan exports in New York State are New York, 
Rochester, Buffalo, Schenectady, and Syracuse. Exports from New York City 
include clothing, chemicals, drugs, food products, electrical appliances, machinery, 
paper products and toilet goods. Exports from the upstate cities mentioned in- 


5 Table 7 lists exports to Venezuela in 1953 by U. S. Customs districts. 

* These percentages are approximate. About 13 percent of the export values reported in the survey 
have been allocated to an ‘‘Unclassified”’ group, since it was not possible to indicate definitely the State 
of origin. In some cases also, products may have been finally assembled in a particular State and reported 
from it, even though component parts were manufactured in other States. New York’s share may be 
ene by reason of the fact that it contains New York City, an important port of exit for exports to 
Venezuela. 
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clude pho hic equipment, electrical equipment, machinery, office appliances, 
auto parts, and rubber goods. 

Michigan sends automobiles and auto parts from Detroit, Lansing, Flint, Mon- 
roe, and Willow Run; paper products from Kalamazoo; office appliances from 
Ludington; chemicals from Trenton and Wyandotte; children’s furniture and toys 
from other cities. 

Rubber products from Akron; machinery, stoves, glass products, and office ap- 
pliances from Cincinnati; metal products, office appliances, agricultural equip- 
ment and beverages from Cleveland; automobiles and parts from Toledo and 
Fostoria; glass products from Lancaster; machinery and metal products from other 
cities. These are a few of the goods which originate in Ohio and find customers in 
Venezuela. 

Among the many exports to Venezuela from Pennsylvania are glass containers, 
machinery. iron and steel products, chemicals, leather products, petroleum prod- 
ucts, paper, aircraft parts, and aluminum manufactures. 

Illinois exports meat products, cereal products, beverages, agricultural imple- 
ments, machinery, office equipment, chemicals, toilet goods, instruments, tractors 
and other vehicles. California is the source of such exports as aircraft, petro- 
chemicals, transformers, metal products, oil-well equipment, plumbing equip- 
ment, food machinery, and construction machinery. 

A glance at the maps and listings which follow will show in greater detail the 
many localities in the United States which participate in our Venezuelan trade. 


TABLE 6.—Origin of United States exports to Venezuela by States (34 percent sample) 


(Values from voluntary responses by exporters and agents, 1952 or 1953 basis) 


[Thousand of dollars] 

Exports Exports 

reported reported 
AIDES 2 oc ee cc w TOOT Nee settee ete E ous 24, 971 
Re Soc hnnas > 4k ack <obeies PI NI tt cciid’d Bsissetn sees 6 
SR oe oe eee Ee] HOOF Wee Get Wewstclu sec 20, 480 
COMaa.. 225 es 6, 658} North Carolina. ___....._-.- 433 
Cobnelie. 6.053-ie2c.cemtaa 453] North Dakota_-____.....--- 2) 
Connectiout.. . 2.66.26 cc ncuc ae ns ae ewe 15, 973 

Wash i pe LO a 1, 320 

District of Columbia__------- Rat eciir seam « yaa ie = = A 420 
po CREEL als Ce, ee 214} Pennsylvania. __......_...-- 14, 294 
(RIE, pike sntly echionin eis sani 785 | Rhode Island _____._._.-..-- 636 
MONG einie os ones chew 259 | South Carolina___________--- 100 
Minch Tit tees cinde-hinue< i ee eee ee 
M2. no nd ocean eed GO beer pemmeneee es. 2 Jill os. Se. 1, 834 
lowes. 3S cal i Ce Roe ee ee 4, 432 
Kenda) 2104 2.93 28a er: Peps 6c ici ©) 
fn Ree Te ee 2 
pine nll Ciel ere ae nos oer 1, 249 
ca ae ee ee 5 ie lglg tg Sap epi 359 
Wee hoe. ne ao 1, 9007 West Virwinia__...._._..-__. 223 
Massachusetts__........_.-- nn en eas 3, 444 
ei tel es tare cin di ase ed oe hin rene ba eh ecie ne 
Nate we i la i 22, 922 
EE aan tet en San cee 
SUITS BS io cae Pe ce 1, 270 Total sample_______-- 170, 802 
peepee anil if aape (4 Total exports: Average 1952- 
oe Senne ata o Go het tee ag eyelet 3501, 616 
ee ee anaes Sample as percent of total_-_- 34 
New Hampshire___..._._.--- 174 


1 No dollar figure available. 
2 Less than $1,000. 
3 Excludes reexports. 


Note.—The unclassified group includes exports of those companies which could not furnish a breakdown 


of shipments from the various cities where their plants were located. 
agents who were unable to give the source by relative dollar value of the products they shipped. 


the bulk of the shipments in the unclass 


western States, and in California. The p 
preceding pages. 


It also includes the returns of export 
In general, 


Mat gare originated in States east of the Mississippi, in the South- 
ucts included are representative of the variety shown on the 
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TABLE 7.— United States exports to Venezuela in 1953 by customs districts (domestic 
merchandise) 


| Total ex- 
Customs district | ports from | Principal port in the district 
district! | 


BMajne aud Néw Wamepebipe:- 2.2052 sooo Portland, Maine. 
Voenent r | St. Albans. 
Boston. 
Ogdensburg. 
Buffalo. 

f New York. 
Philadelphia : Philadelphia. 
Pittsburgh... Data ; | Pittsburgh. 
Maryland : 52, Baltimore. 

; ; Norfolk. 
North Carolina__. Wilmington. 
South Carolina : tins Charleston. 


Brunswick. 
, |. RR Eee 


Mobile. hie ated aaese sana sede es ease eet oae Mobile. 
a a 65 New Orleans. 
Sabine__ . ; Port Arthur. 

; Galveston. 
: Brownsville. 
E! Paso : Columbus, N. Mex. 
Los Angeles. __- : 4, 95 Los Angeles. 
San Francisco conic nian | , | San Francisco. 
Oregon _- | 3 | Portland. 
Washington : Seattle. 
i... Sree Leets Milwaukee. 
Michigan _-_- -- | Ns Detroit. 
Chicago 2 Chicago. 
Indiana : | Indianapolis. 
Ohio ‘ Cleveland. 
Puerto Rico. _- ,085 | Aquadilla. 
Merchant vessels under their own power or afloat _- : 
Export shipments individually valued under $100 
PONTE FE sn kn nk we ohn ha DA- Hdsy OE OS 


Grand total 








1 Preliminary. 

2 Under $500. 

Note.—More than 50 percent of all goods exported to Venezuela in 1953 passed through the New York 
district. The Maryland and New Orleans districts together accounted for another 24 percent. Shares of 


the midwestern States—Ohio, Indiana, Illinois, Michigan, etc.—are only nominal, in contrast with their 
shares, by origin of product, as shown in table 6. 


Source: U. 8. Department of Commerce, Foreign Trade E M 563, 1953. 


III. Exports or Services From THE UNITED StTaTES TO VENEZUELA 


The Venezuelan market for United States products exceed the $500 million 
of merchandise exported to that country in 1952 and 1953. Important additional 
exports of services from the United States to Venezuela occur each year. These 
“invisible” exports also create income for the United States. 

They include (1) transportation furnished by United States shipping companies 
and airlines; (2) life and casualty insurance wirten by United States insurance 
companies upon goods in transport and on persons and property in Venezuela; 
(3) banking services rendered in facilitating money transfers, and in financing 
foreign trade between the two countries; (4) engineering, construction, and man- 
agement services performed by United States citizens and companies in Venezuela; 
and (5) rentals on United States films shown in Venezuela. 

To these must be added the services provided by United States capital and 
enterprise invested directly in the Venezuelan economy. The returns on these 
are in the form of profits and investment income from American companies 
operating in Venezuela. 

The cities which benefit chiefly from exports of services to Venezuela are the 
port cities, the insurance and banking centers, and the homé office cities of 
American firms operating in Venezuela. These would include Boston, New York, 
Chicago, Hartford, Philadelphia, Baltimore, Savannah, Galveston, Dallas, Hous- 
ton, Los Angeles, San Francisco, Portland, and Seattle. Many more leading 
cities are probably involved. 
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The dollar returns to the United States from all of the above sources were 
estimated at $343 million in 1951, and $370 million in 1952.7 Hence, total exports 
of goods and services from the United States to Venezuela are currently above 
$850 million yearly. 

A breakdown of dollar transfers arising from the above stated exports of services 
is shown in the following table. 


TaBLe 8.—Transfers of dollars from Venezuela to the United States in payment 
for exports of services 


{In millions} 


1950 1949 


. Transportation and insurance... _...............____| $69. 37 | 62.15 $58. 53 $64. 05 
. Remittances of American citizems____..__._.._____--- 19. 91 . 89 16. 49 16. 84 
3. Expenses of Venezuelan travelers_......_......._..-- 30. 87 27.74 | 25. 53 17. 08 
. Profits of American Sompeaaes ®. x antatle Mita yeeperiaonpinn 245. 73 232. 34 | 218. 16 161. 68 
5; Rembel om mbewiet.erss i$ 56050t decd. d 3. 65 3. 28 | 2. 65 2.00 








Geen ee 28s) zaelen ed 369. 53 343. 40 321.36 261. 65 


1The U. Department of Commerce rts that income receipts (amounts remitted to the United 
States in the ‘form of common and eeuiemer dividends, interest, and branch profits) from direct United 
States investments in Venezuela from 1950 to 1952 were as follows: 1952, $256 million; 1951, $278 million; 
1950, $236 million. (Survey of Current Business, December 1953). 


Source: Data from Banco Central de Venezuela, quoted in statement of Joseph W. Foss, representing 


the American Chamber of Commerce of Venezuela, Caracas, Venezuela, before the House Committee on 
Ways and Means, June 1953. 


Mr. Reep. Mr. Chairman? 

The CuatrMan. Mr. Reed. 

Mr. Reep. I have in my hand a telegram which I ask unanimous 
consent to have inserted in the record following the testimony of 
Irving C. Reynolds. I will read the telegram. 

(Mr. Reed then read the telegram, which was inserted following the 
testimony of Mr. Reynolds, and appears on p. 370.) 

Mr. Resp. I just want to call attention to that and ask that it go 
into the record following his testimony. It is of the utmost import- 
ance that people who come in and testify that their association is for 
or against a bill should not be misleading. That should not be toler- 
ated by this committee. I know it will not be under Mr. Cooper. 

The CHarrman. Without objection the request will be granted. 
If Mr. Reynolds desires to offer any explanatory statement, he may 
have that permission, without objection. 

The next witness is Mr. J. W. Foley, vice president and director, 
the Texas Co. 

Come forward, please, Mr. Foley. 

We are very gid to have you, Mr. Foley. Will you please give your 
name, address, and the capacity in which you appear, for the record? 


You may then proceed with your prepared statement without inter- 
ruption. 


7 Quoted in statement of Joseph W. Foss, representing the American Chamber of Commerce of Venezuela, 
Caracas, Venezuela, before the House Committee on Ways and Means, June 1953. No estimate is as yet 
available for 1953. 
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STATEMENT OF JAMES W. FOLEY, VICE PRESIDENT AND A 
DIRECTOR OF THE TEXAS CO. 


Mr. Fotery. I am James W. Foley, of the Texas Co., in New York. 

I am vice president and a director of the Texas Co., an American oil 
company engaged i” the production, refining, transportation, and sale 
of oil both in the United States and abroad. 

The Members of Congress have a tremendously important assign- 
ment in deciding on this measure to extend the reciprocal trade agree- 
ment for a 3-year period, and I hope the experience and thoughts of a 
company engaged in foreign commerce for more than 50 years, across 
6 continents and in vireaally all the countries of the free world, can be 
of some help in your consideration. 

The Texas Co. has its largest stake in domestic operations here in 
the United States. It ranks second among the producers of crude oil 
from American oilfields. Also, the company has modern refineries 
in several parts of the United States, and is the only company market- 
ing petroleum products in all 48 States. 

In the early days of the company, our main international activity 
was the exportation of petroleum products from the United States to 
European, South American, African, and far eastern markets. 
Since then, we have developed marketing organizations throughout 
the world, and have obtained foreign concessions where we now pro- 
duce substantial quantities of crude oil. We are still a substantial 
net exporter of petroleum products. And we import crude oil. But 
our main foreign operations now, including those of our affiliates and 
subsidiaries, are the refining and marketing abroad of petroleum 
aaa in American-owned foreign concession areas. 

ur experience in international operations has made us keenly aware 
of the key position the United States holds in respect to the interna- 
tional economic relations of the free world. United States foreign 
trade is larger than that of any other single country. And United 
States influence on the general character of the free world’s interna- 
tional economic policies is immense. We believe that the action of 
the Congress this year in respect to H. R. 1 will go far to determine 
whether the free world will move forward toward an expanded vol- 
ume of international trade, or the reverse. 

The basic problem relating to H. R. 1 is clear cut; does the United 
States want more foreign trade or does it not? 

A growing volume of international trade is a necessary element in 
the continued economic expansion of the United States, which we all 
desire. And it will contribue to further economic strength in the rest 
of the free world, of importance to our own security as a Nation. 

In its essential aspects, we believe this bill meets three important 
criteria for any such legislation. First, it recognizes the two-way, 
mutual character of trade. Second, it proposes only gradual change. 
And, third, it will encourage other nations to go further than they have 
in reducing the barriers to international trade. 

In regard to the first criterion, it is clear that the United States can- 
not hope for enlargement of its own foreign trade unless, we, as a 
Nation, help to create conditions in which other countries are able, in 
turn, to enlarge their own trade. H. R. 1 recognizes this fundamental 
fact. Also, as a corollary, the legislation is realistic in that it employs 
the tested approach of reciprocal negotiations of tariff concessions. 
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Under the reciprocal trade agreements program, which this bill would 
continue, tariff concessions are granted by this country only in return 
for concessions by other countries. 

Second, the gradual and moderate approach inherent in H. R. 1 
would permit private business to plan ahead. The provision of a 
3-year term of negotiating authority for the President should assist in 
creating stability. Likewise, the provision for only gradual tariff re- 
ductions should insure that business will be protected from any sudden 
or erratic change in the trading environment. 

Third, we halves enactment of this legislation would have favorable 
effects in stimulating improvement in the international economic 
policies of other nations. In the last few years there has been a 
definite revival of economic strength in most countries of the free 
world. There is hope that these countries can now move forward 
toward reducing obstacles in the way of free trade, toward creating 
an environment permitting a freer international flow of capital, and 
toward convertibility of currencies. 

Passage of H. R. 1 would be tangible evidence of the United States 
determination to hasten the achievement of these more favorable 
trading conditions. On the other hand, we would be very concerned 
as to the consequences if the Congress failed to act favorably on 
H. R. 1 this year. It is the Texas Co.’s opinion, therefore, that this 
legislation deserves the support of the Congress as a realistic and 
middle-of-the-road approach to the problem of creating more favorable 
conditions for continued growth in international trade. 

I appreciate very much the opportunity to express the views of the 
Texas Co. on this important question. 

The CuarrMan. Does that complete your statement? 

Mr. Fotery. It does, sir. 

The Cuarrman. We thank you very much for your appearance and 
the very helpful information you have given the committee. 

Are there any questions? 

If not, we again thank you for your appearance and the information 
given the committee. 

Mr. Fouey. Thank you, sir. 

(The Texas Co. later submitted the following supplemental state- 
ment:) 

Tue Texas Co., 
New York, N. Y., February 7, 1955. 
Hon. JERE Cooper, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Cooper: Mr. J. W. Foley presented to your committee on January 
20, 1955, the statement of the Texas Co. in support of h. R. 1. He did not at that 
time discuss the position of the Texas Co. relative to crude oil imports as the 
pending bill did not include prc visions directly relating to such imports. 

In view of the number of statements now presented at these hearings relative 
tc limitations cf crude-oil imports, we desire to supplement the statement of Mr. 
Foley by filing with the « ommittee a copy of our statement submitted last October 
to the Cabinet Committee on Energy Supplies and Rescurces Policy entitled 
“United States Need for Foreign Oil.” 

I shall greatly appreciate this statement being filed in the record of the current 
hearings on H. R. 1 and have attached 50 copies in compliance with the rules of 
your committee. 

Sincerely, 
Avaustus C. Lona. 
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SUPPLEMENTAL STATEMENT OF THE Texas Co. 


Mr. J. W. Foley, vice president and director of the Texas Co., presented a state- 
ment on January 20, 1955, before your committee in support of H. R.1. This 
bill does not include provisions for quantitative limitations on imports of crude 
oil into the United States and Mr. Foley accordingly did not discuss the position 
of the Texas Co. on this subject. 

A number of statements have now been presented at the hearings on H. R. 1 
relating to limitations on such imports and the Texas Co. desires to supplement the 
statement of Mr. Foley by filing with the committee a copy of its statement en- 
titled ‘United States’ Need for Foreign Oil.’”’ This statement was submitted last 
October to the Cabinet Committee on Energy Supplies and Resources Policy, 
and is based on a careful study by the company of the question of crude-oil 
imports. 

In respect to two of the main points made in such statement, more recent 
statistical data have now become available. These data underline and reinforce 
the conclusions stated in the October analysis. 

The first point relates to the immense crude-oil reserves existing abroad. Esti- 
mates of foreign reserves as of the end of 1954 are now available. These estimates 
show that the United States, which accounts for some 60 percent of total free world 
consumption of petroleum, now has only around 20 percent of total free world 
crude-oil reserves. The Middle East is now estimated to have above 65 percent 
of total free-world reserves. Combined reserves of the free foreign areas as a whole 
are roughly 50 times 1954 production in those areas, whereas United States crude 
reserves are only about 13 times 1954 United States production. This indicates 
pe or drawing on our own supplies much faster than is the case in the rest of 
the world. 

Although data on reserves cannot be taken as precise, these estimates correctly 
portray the general magnitudes, and emphasize the fact that, despite the intensive 
exploration and development of American petroleum resources, foreign crudes must 
be counted as an increasingly important component of our Nation’s overall fuels 
availability. 

The second point on which significant new data are now at hand concerns the 
trends in production and drilling activity in the domestie petroleum industry. 
In our statement to the Cabinet committee, we said that the slowdown in domestic 
production around the third quarter of last year was due to purely temporary 
factors, and that a strong uptrend would soon be experienced. The facts now 
available have borne out this appraisal. Production in December and the first 
weeks of January has recovered to high levels, substantially above the levels of 
a year previous. Domestic crude-oil production in 1954 as a whole averaged but 
2 percent below 1953, a very strong showing in view of the fact that the output of 
all American industry in 1954 averaged nearly 7 percent below 1953. 

Another key indicator of the domestic industry’s vitality is the number of new 
wells being completed. Preliminary data indicates that 4,920 new wells were 
completed last December, one of the highest figures on record. And in 1954 asa 
whole there were an estimated 52,918 wells completed, about 10 percent more than 
in 1953. 

In respect to total rotary drilling rigs in operation the showing has also been 
favorable, with more rigs in operation in the last month of 1954 than in December 
of either of the previous 2 years, despite the increasing technical efficiency of these 
modern rigs. 

These facts demonstrate the vitality and strength of the domestic producing 
industry. It is our considered judgment that domestic crude production in 1955 
will set a new all-time record. 

A copy of our Cabinet committee statement follows: 


UniTep States NEED FOR FOREIGN OIL 


(A policy statement of the Texas Co., filed October 19, 1954, with the cabinet 
committee on energy supplies and resources policy by the Texas Co.) 


The cabinet committee charged with reviewing national fuels policy has before 
it a very important task. Availabilitv of ample fuel supplies is crucial to our 
Nation’s economic and military strength. To assure the future in this regard is 
a vital necessity. 

The Texas Co. is one of the oldest companies of the American oiF industry, and 
we are engaged in both domestic and foreign operations. In presenting our views 
to the committee we wish to concentrate particularly on one aspect of the fuels 





TRADE AGREEMENTS EXTENSION 473 


problem, namely, maintaining American access to foreign supplies of crude oil. 
Proposals have been made for legislation which would limit or jeopardize this 
access. In our judgment, the Nation would be short-sighted indeed to adopt 
any such policy. 

roponents of restrictive legislation claim that imports of crude oil are under- 
mining the vitality of the domestic crude oil-producing industry. The Texas 
Co., as the second largest domestic crude producer, is convinced that this asser- 
tion is not borne out by the facts. 

In the American business system, every industry experiences some upward and 
downward fluctuations from time to time. In recent months there have been 
moderate cutbacks in domestic crude production. But these cutbacks are not 
due to imports, which are at approximately the same level as last year. The 
cutbacks are due, instead, to domestic factors of a purely temporary character. 
All available evidence indicates that the level of domestic crude production will 
increase substantially within the next few months. 

In the judgment of this company, the temporary production cutbacks recently 
experienced by most domestic producers (including ourselves) provide no basis 
for reversing the long-standing national policy of maintaining access to foreign 
crudes. Any such reversal would inevitably have unfavorable effects on both the 
Nation and the industry. 

A thorough appraisal of the problem reveals at least six main considerations 
which would make new legislative restrictions on imports of crude oil an unwise 
national policy. These considerations are as follows: 

1. The policy of relying on foreign crude oils as a supplement to domestic 
production has stood the test of time. Foreign crudes have proved invaluable to 
this Nation in both World War II and the Korean conflict, and also in periods 
of serious peacetime shortages of domestic crudes. 

2. In the future, American petroleum requirements will undoubtedlv increase, 
rather than decrease. Unless the consumer is to bear the brunt of petroleum 
shortage, higher prices, or both, full access to foreign crude supplies must be 
maiotained. 

3. Legislative curtailment of crude oil imports would be directly inconsistent 
with the administration's stated objectives of promoting world trade and en- 
couraging American investment abroad. It would seriously impair the ability 
of foreign nations to buy American exports. In particular, anv step which would 
entail legislative discrimination among friendly nations with whom America 
trades would be highly undesirable. 

4. A proposal has been made that would sharply restrict crude oil imports from 
the Eastern Hemisphere under what is erroneously described as a “reciprocal 
trade”’ policy. This proposal is directly contrary to our Nation’s long-standing 
reciprocal trade agreements program. It is clearly unthinkable as a basis for 
American commercial dealings with friendly nations. 

5. Crude oil import restrictions which would discriminate against Eastern 
Hemisphere supplies would be especially dangerous. An estimated 63 percent 
of total world oil reserves outside the Communist area are in the Middle East 
alone. Any policy which would increase the risk of losing these oil supplies to the 
Communists would be gravely prejudicial to America’s economic and defense 
potential. 

6. In fact, the domestic producing industry is a prosperous and healthy industry 
with an exceptionally strong growth trend. Well completions during the first 
9 months of the year were at an all-time peak. And while production of American 
industry as a whole has averaged more than 8 percent below 1953, so far this year, 
output of the domestic crude producing industry has made the impressive showing 
of averaging but 2.6 percent lower. 

The following sections discuss these six points more fully: 


1. POLICY OF EXPANDING FOREIGN OIL SOURCES 


The need for foreign oil sources to help meet America’s expanding petroleum 
needs kas been recognized since World War I. The lessons of that war, and of the 
threatened petroleum shortage that followed it, gave rise to a high Government 
policy to encourage and even urge American oil firms to develop foreign sources of 
supply. The State Department became active in helping American firms gain 
parity with British interests in the Middle East, leading to American acquisition 
of large concessions in that oil-rich area. Important additional sources were 
opened up through American investments in Latin America and elsewhere. 

World War II proved the wisdom of these policies. These foreign sources sup- 


plemented the greatly expanded American production, thus making it possible, 
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despite enemy action, to fuel American and Allied forces all around the world, 
while maintaining industrial and essential civilian supplies. 

Moreover, American access to foreign oil added greatly to logistical strength 
and flexibility. American and allied forces in the Pacific saved vast transport 
difficulties by utilizing petroleum supplies from the Middle East. During the 
war, notwithstanding the nearness of hostile forces, several American firms, 
including the Texas Co., built additional refinery capacity in the Middle East 
at the request of the Government. 

As the war ended, civilian uses of petroleum were decontrolled and the American 
economy moved into a strongly expansionary phase, with greatly increased 
petroleum demand resulting. Foreign oil again proved an invaluable supplement 
to domestic production. This oil helped to avert a severe oil crisis on the Ameri- 
can east coast in the 1947-48 winter. By 1948, imports of crude and products 
exceeded 500,000 barrels per day. During this period there were no less than 22 
investigations of one kind or another being conducted with reference to the oil 
industry, mostly in regard to the petroleum shortage. 

This experience led the Government, aware of the increasing Soviet menace, 
to reestablish as a matter of high policy the objective of expanding American 
access to foreign oil. American firms were again encouraged and even urged to 
use their capital for this purpose. As before, these firms responded with sub- 
stantial new investments which involved very considerable risk of stockholders’ 
money. Refining facilities were expanded although several years were needed 
for completion. New tankers were ordered and long-term charters were made. 
Additional pipelines and other facilities were developed. The pace of exploration 
and development was accelerated. The time necessary to get this stepped-up 
program under way demonstrated once again that the oil imports faucet cannot 
abruptly be turned on and off. 

The outbreak of the Korean war once again proved the wisdom of developing 
these supplemental American sources of oil abroad. Importation increased 
further and was unquestionably responsible for the fact that the American motor- 
ist was able to obtain his gasoline without rationing, despite the Korean hostilities. 
Also, these supplies helped Western Europe to continue strengthening her economic 
and military potential. Again, transportation problems were eased by bringing 
considerable quantities of petroleum from Middle and Far Eastern sources to the 
Korean scene of operations. 

More recently, to forestall the Communist threat to Iran and to assure American 
and other free world access to the massive Iranian oil reserves, the United States 
Government urged leading American oil firms to join with foreign companies in 
reopening Iranian production. Agreements between the companies and Iran 
have been signed which require large-scale investments by the American partici- 
pants, including the Texas Co. 

In summary, the American Government has had a consistent policy for many 
years of developing and maintaining access to American-owned foreign crude 
supplies. This longstanding policy has proved invaluable to the Nation in periods 
of war, cold war, and peace, alike. . Enormous investments have been and con- 
tinue to be made abroad by American firms in pursuance of the policy. The 
structure of both the domestic and the overseas oil industry has inevitably 
developed on the assumption of continuance of the policy. Clearly, a heavy 
burden of proof and responsibility must be borne by those who would change this 

licy. 
= 2. LARGEST OIL RESERVES ARE ABROAD 


The United States, which accounts for some 60 percent of total free world con- 
sumption of petroleum, has only about 2244 percent of free world crude reserves, 
even with peak levels of domestic exploration. This fact is basic to any appraisal 
of policies to assure the Nation’s future supplies of fuel. The importance of 
imported petroleum as an essential supplement to domestic production will 
unquestionably grow as time passes, 

Oil, like other natural resources, must be extracted where it is found. We 
are fortunate as a nation to have large domestic oil supplies. These supplies have 
been a main contributor to the dynamic growth and high living standards of our 
country. But in the process, due to our enormous and growing annual consump- 
tion, we have drawn heavily on this vital resource. Modern exploration methods 
and large annual outlays for exploration and development continue to result in 
the finding of new o1] deposits in the continental United States, so that we have 
larger proved reserves now than at any previous time. But as our more readiiy 
available domestic sources are used up, the finding of additional domestic oil 
reserves is growing more difficult and costly. 
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Meanwhile, there have been dramatic new discoveries abroad, and in comparison 
our oil resources have become among the most intensively developed in the world. 

In the United States, at the beginning of this year, proved reserves were 
estimated at 29 billion barrels, roughly 12 times 1953 domestic crude production. 
For the non-Communist foreign areas, as a whole, however, reserves were con- 
servatively estimated at nearly 100 billion barrels, rougnaly 50 times 1953 pro- 
duction in those areas. Moreover, although exploration in the foreign areas has 
been considerably less intensive than here, foreign reserves are growing much 
faster. Since 1948, estimated reserves of the rest of the free world have increased 
from around 45 billion to 100 billion barrels, or more than doubled. Over the 
same period, the huge outlays on domestic exploration and development in the 
United States have raised United States domestic reserves only from 23 billion 
to 29 billion barrels, or by about one-fourth. 

Taking full account of the eventual possibilities of nuclear power and liquid 
fuels from coal and shale, it has been estimated (and we think realistically) that 
by 1975 United States petroleum consumption may be at least twice the 1950 
level. Hence it appears inevitable that in the not too distant future domestic 
production wili be incapable of providing as large a proportion as at present of 
the Nation's total petroleum needs, except probably at uneconomically high 
exploration and development costs. At such a time, consumer groups will 
rightfully insist on expanding imports as a means of obtaining ample fuel supplies 
at reasonable cost. 

The President’s Materials Policy Commission under the chairmanship of 
William 8S. Paley, in reporting to the President, June 2, 1952, declared: 

“But no matter how large the Nation’s petroleum resources ultimately prove 
to be, one fact is now clear: eventually the resources will dwindle and become 
progressively inadequate. One warning signal has already appeared; within the 
last 5 years United States demand for crude petroleum has begun to outstrip 
domestic production, and for the first time, the United States has become an 
important net importer. 

“This recent development suggests that the United States, faced with an 
approximate doubling of oil demand by 1975, will find it economical to turn 
increasingly to foreign supplies, and eventually to liquid fuel from shale and 
coal. 

The evidence is strong that the long-run trend is toward increasing American 
need for foreign petroleum. If we do not now plan along such lines, our economy 
will in the future be hurt by having to turn to more costly substitute fuel; the 
consumer will face higher prices or restricted supplies with adverse effects on the 
American standard of living; American relations with important foreign nations 
will be irreparably damaged; and our strategic position will be undermined. 
Any restriction now imposed on petroleum imports would intensify the present 
drain on American reserves, would leave us unprepared to meet future demand, 
and would deny the American petroleum industry the flexibility it requires to 
effect a gradual adjustment to future needs, 


3. OIL IN AMERICAN FOREIGN TRADE 


American policy with regard to foreign petroleum supplies has been carefully 
eolved over the years, through joint efforts of the Government and the industry. 

Since 1932, when import duties were first imposed on petroleum and products, 
such restrictions have been progressively reduced. The main exception to this 
trend was in 1951-52 when a quota system was temporarily reimposed as a result 
of the 1950 abrogation of the Mexican Trade Agreement. The President in 
1952 reviewed all aspects of the problem. Asa result, the quotas were eliminated 
and tariffs reduced to their present level. 

Minimal barriers against foreign petroleum are part and parcel of the basic 
foreign trade policies of this Nation, as petroleum is one of the largest items in 
both our import and export trade. 

The essentials of America’s continuing approach to foreign trade have been 
most recently expressed in President Eisenhower’s recommendations to Congress, 
based on the report of the Randall Commission. The President summarized these 
recommendations in the following words: 

‘-Conceived as a whole, this program consists of four major parts: Aid, which 
we wish to curtail; investment, which we wish to encourage; convertibility, which 
we wish to facilitate and; trade, which we wish to expand.” 

President Eisenhower has recently announced that he will give high priority to 
enactment of these recommendations in the next session of Congress. 
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Any legislation to impose additional restrictions on the importation of crude oil 
or petroleum products would be a move in the opposite direction from that 
recommended by the President. It is unrealistic to believe that the United States 
can maintain leadership in urging free nations to liberalize their trade and foreign- 
exchange restrictions, if this country adopts policies of narrow economic national- 
ism. 

Aside from violation of the trade principles to which our Government is com- 
mitted, any substantial reduction in petroleum imports would seriously curtail 
the outflow of dollars which enables friendly nations to buy American exports. 
In 1953, petroleum imports, including crude oil, residual fuel and other products 
amounted to three-quarters of a billion dollars, or slightly more than the total 
new funds appropriated for all foreign economic aid by the Congress recently 
adjourned. 

In addition, the oil industry provides by far the largest single share in American 
foreign investments. In 1952 (latest year for whcih data are available) it ac- 
counted for $586 million out of total American net foreign investment of $1,726 
million made in that year. Realistically, American oil firms cannot continue 
this level of investment abroad if further restrictions are placed on movements of 
petroleum to American consumers. Moreover, ill-advised action could gravely 
risk existing overseas investments of American stockholders. 

Finally, the present pattern of petroleum importation reflects the basic Ameri- 
can trade policy of nondiscrimination among friendly nations—the most-favored- 
nation principle. Petroleum imports are now all subject to a moderate tariff, so 
that each producing country has access to the American market on the same terms. 

Maintenance of imports at adequate levels, maintenance of foreign investments 
at levels appropriate to America’s status as the dominant creditor nation, and 
continuance of the basic policy of nondiscrimination are all integral parts of the 
“Trade, Not Aid’”’ policy urged by the President. The Texas Co., as it stated to 
the Randall Commission last year, believes the President’s ‘‘Trade, Not Aid’’ 
policy is a vital necessity, to the benefit of the American taxpayer and consumer, 
and an essential for free-world strength. 


4. NONDISCRIMINATION AMONG FOREIGN CRUDE SOURCES 


One widely publicized proposal recently made would involve virtual elimination 


of crude-oil imports from the Middle East while encouraging crude imports from 
other areas. This proposal has been called by its authors a “reciprocal trade” 
program—which may mislead the public into believing that the proposal is along 
the same lines as the reciprocal trade So rogram which this Nation has 


been following for 20 years and which President Eisenhower has recently recom- 
mended to the Congress as the heart of his foreign trade policy. 

In fact, this proposal is the precise opposite of the reciprocal trade agreements 
program in both methods and objectives. It would have the effect of reducing 
American exports and imports, whereas the primary purpose of the reciprocal 
trade policy is to expand trade. It would discriminate sharply against imports 
from some areas in favor of imports from other areas, in contrast to the basic 
American trade policy that equal most-favored-nation treatment should be 
extended to all friendly nations. This principle has been the basis of American 
trade policy since 1922 and is included in numerous treaties of navigation and 
friendship negotiated since that time. Also, the proposal entirely ignores the 
essential “‘triangular’’ character of trade among free nations, by which each nation 
strives to balance its transactions with all of its trading partners taken together, 
rather than with each separately. 

There are other fallacies in the proposal such as the notion that American 
imports of one commodity, from various supplying countries, should be restricted 
in proportion to those countries’ total imports of all commodities from here. It 
is unthinkable that any such trading principle would be accepted as a new basis 
for United States commercial dealing with other countries. 

Clearly it would be folly for this Nation, which enjoys a commercial export 
trade of over $12 billion a year, to lead the world back toward the restrictive and 
discriminatory forms of trade that are inherent in this proposal. 


5. THE IMPORTANCE OF EASTERN HEMISPHERE RESERVES 


No major industrial nation of the free world, including our own, has sufficient 
petroleum reserves to assure adequate supplies for the decades ahead. We and 
other free nations can foresee a sufficient and economical future supply of petro- 
leum only on the assumption that access to the great reserves of the Middle East 
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and the Caribbean can be maintained. The recent action of the American 
Government in urging American oil firms to participate in the reopening of 
Iranian production illustrates the continuing judgment of the Government as to 
the importance to America of these foreign reserves. 

The Eastern Hemisphere contains about two-thirds of the entire free world’s 
known reserves of crude petroleum, or about twice the total reserves of the United 
States, Canada, and Latin America combined. The Middle East area alone 
contains an estimated 81 billion barrels of oil reserves, or some 63 percent of the 
estimated 128 billion barrel free world total. Under present world conditions 
it is crucial that no step be taken which Communist propaganda could portray 
as an unfriendly American act against the Arab world. 

If by any ill-conceived policy the Middle East should be lost to Communist 
control, Moscow would have a stranglehold on the entire free world. The 
economic and the military power of virtually all of our allies would be at the 
mercy of communism. And America’s future defense would have to be framed 
on the assumption of Communist control over the dominant part of world oil 
supplies. The effects on our long-term economic and military potential strength 
relative to the Soviet bloc could be catastrophic. Clearly it would be ill-advised 
for our Government to acquiesce in any step which would alienate or discriminate 
against the Middle Eastern countries or other oil producing countries of the 
Eastern Hemisphere. 


6. VITALITY OF AMERICAN OIL PRODUCING INDUSTRY 


Some domestic oil producers have taken the position that import restrictions 
should be imposed since crude oil imports are, in their opinion, undermining the 
vitality of the domestic industry. The Texas Co., as the second largest domestic 
crude producer and with more than 80 percent of its assets invested here in the 
United States, yields to none in its conviction that the Nation's domestic producing 
industry must be kept strong and growing. But we are unable to find factual 
support for the viewpoint that the vitality of the domestic industry is threatened, 
or that imports are responsible for such production cutbacks as have occurred. 

For the first 9 months of this year domestic crude production has averaged 
about 6,360,000 barrels per day, according to official estimates. This level of 
production is but 2.6 percent below the average for the like months of 1953, a 
very impressive showing in view of the fact that American industrial production 
as a whole has declined by more than 8 percent over the same period. 

There has been a small decfine in the number of geophysical parties operating, 
and there are fewer rotary rigs at work than a yearago. The latter, however, is 
due at least in part to the more efficient use of drilling eauipment. Actual drilling 
results—well completions—were at an all-time high in the first 9 months of this 
year, 11 percent above the like period of 1953. 

The recent cutbacks in domestic crude oil production are clearly not due to 
crude imports, which have varied only by insignificant amounts from the level of 
last year when domestic petroleum production ran at a record pace much of the 
time. Rather, the recent cutbacks are due to domestic factors, particularly the 
excessive accumulations of petroleum inventories in late 1953 and early 1954, 
the warmer-than-average 1953—54 winter, and the United States business letdown, 
which now appears to have stabilized. Moreover, it is clear that these downward 
forces are of temporary character, and that domestic production will expand 
substantially within the next few months. Unauestionably, the industry will 
soon again be setting new all-time production records. This is a reflection of the 
strong position and dynamic growth characteristics of the industry. 

The facts are, in short, that the domestic producing industry continues strong 
and healthy. Recent production cutbacks are moderate; they are due to domestic 
factors rather than imports, and they are temporary. Under these circumstances, 
the Texas Co. believes that requests for legislative aid by special interest groups 
within the industry are detrimental to both the industry and the Nation. 

At present, nearly all of the foreign crude oil brought into the United States is 
imported by firms with interests primarily in the domestic industry. The indi- 
vidual business decisions that in the aggregate determine the actual level of im- 
ports are, in consequence, made in full light of existing domestic requirements and 
domestic production trends. 

The Texas Co., in view of the present slowdown in domestic production has 
considerably reduced its imports. In the first 9 months of this year the com- 
pany’s imports of crude oil averaged 8 percent below the same period of 1953. 

The record shows that these independent decisions by members of the industry 
have, in fact, been consistent with strong vitality and growth in the domestic 
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producing industry, which over the vears has established an outstanding record 
as a “‘growth industry.’’ This approach, moreover, has made a vital contribution 
to America’s economic welfare and security, by enabling the industry to make 
flexible adjustments to long-run trends in America’s petroleum requirements and 
to meet crucial emergency needs for petroleum. 

It is clear that any legislated restriction, whether tariff, quota, or some hybrid 
scheme, would tend to rigidify the level of imports and to eliminate the required 
flexibility. Such a restriction, if related to this vear’s supply or demand for 
petroleum, would undoubtedly be out of line with the changing requirements 
and production availabilities of future years. 


RECOMMENDATIONS 


The Texas Co. wishes to emphasize the dangerous consequences of a short- 
sighted policy with respect to petroleum and the cardinal importance to the 
Nation of an overall fuels policy firmly grounded on the continuing national 
interest. 

Policies regarding both our domestic and our foreign supplies of oil must be such 
that the development of each continues unimpeded and the production of each 
remains available as needed. Ordinary prudence requires that the country have 
both a healthy domestic oil industry and a healthy American-owned foreign oil 
industry. 

We believe strongly that the Cabinet Committee should recommend policies 
which will— 

1. Continue to develop United States domestic petroleum resources and 
hold in reserve substantial producing capacity to help meet emergency require- 
ments. 


2. Maintain, develop and increase American-owned foreign reserves throughout 
the free world, in order to provide maximum flexibility for peacetime or wartime 
requirements. 


3. Take no congressional or other governmental action, whether tariff, quota, 


or other artificial control, which would rigidify or restrict the movement of foreign 
oil to meet American needs. 


4. Continue the policy of equal treatment of all friendly nations, and avoid 
_ measure which would favor any foreign country and discriminate against 
others. 

The CuarrMan. At this time, the chair is advised that Mrs. Paul 
Hartz has to catch a train. We always like to accommodate our 
friends who appear before the committee, and especially ladies who 
honor us with their presence. Without objection we will call Mrs. 
Hartz as the next witness. 

Mrs. Hartz, the committee is very happy to welcome you. Our 
friend and colleague, Mr. Vaughan Gary, and our colleague on this 
committee, Mr. Harrison, have told us of your distinguished service. 
We are glad to have you. We would appreciate it if you would give 
— address and the capacity in which you appear, for the 
record. 


STATEMENT OF MRS. A. PAUL HARTZ, CHAIRMAN OF LEGISLATION 
FOR THE GENERAL FEDERATION OF WOMEN’S CLUBS 


Mrs. Hartz. Thank you, Mr. Chairman. 

The CHarrMan. You will be recognized to present your statement 
without interruption. 

Mrs. Hartz. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I am Mrs. A. Paul 
Hartz, of Waverly, Va., chairman of legislation for the General Feder- 
ation of Women’s Clubs, an organization chartered by Congress in 
1901. We have 850,000 members who hold direct membership and 
almost 5 million affiliated members making a total of 5% million 
members in the United States. 
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The General Federation of Women’s Clubs has supported the recip- 
rocal trade agreements program since 1938. This position has been 
reaffirmed and extended through 6-year resolutions passed in conven- 
tions in 1943, 1948, 1952, and in May of 1954 it declared: 

Whereas economic progress in the United States is tied closely to the economic 
progress of the rest of the world; and 

Whereas a program promoting economic progress in the United States must 
provide for an extension and a strengthening of economic ties with the rest of the 
world; and 

Whereas an accelerated flow of goods and of capital across national boundaries 
would contribute to economic progress everywhere: Therefore 

Resolved, That the General Federation of Women’s Clubs declares its belief that 
a gradual reduction of trade barriers between nations is necessary to an increased 
flow of goods in a world market and should be undertaken by the United States, 
and further sponsored as a world policy. 

The members of the General Federation belong to both political 
parties. We are bipartisan in all legislative matters. Our only yard- 
stick is the general welfare of the Nation. We believe the free ex- 
change of goods and services at home and abroad is the foundation 
of American strength and further that the principles of free enter- 
prise and free competition should not be confined to domestic borders 
but can and should be extended wherever possible to friendly nations. 

Military strength is dependent upon economic strength. Foreign- 
trade relations have become increasingly important in the diplomatic 
field. The nations of the free world, with the assistance of our foreign 
economic aid, technical assistance, and related programs, have reestab- 
lished their war-ravaged economies to the point where they are both 
able and willing to stand on their own feet. We believe these gains 
can be made secure by mutual reduction of unnecessary trade barriers. 

Increased productivity and the ever-rising American standard of 
living demand large import and export markets. The General Fed- 
eration of Women’s Clubs believes women have a great stake in eco- 
nomic stability, for we know women spend a large proportion of the 
national income. As custodians of the family budget, we are inter- 
ested in reasonable prices and full employment, both of which are 
dependent upon economic health at home and abroad. 

We know that markets are necessary for economic survival. If we 
do not provide reasonable markets for the products of the other free- 
dom-loving countries, they must necessarily increasingly turn to the 
countries of the Soviet bloc. As housekeepers, we appreciate the 
plight of the German industrialist who when asked if he traded with 
the East, said, “Yes, I do not dare put all my eggs in the basket of 
the West.” We believe the guaranty of 3-year agreements would do 
much to alleviate this type of anxiety. 

Finally, and most important of all, as wives and mothers we want 
peace. We are willing to give our best efforts to saving the lives of 
our husbands and sons and, indeed, those of our daughters, too. 
Peace demands sacrifice as well as war. We are willing to make some 
readjustment in our living in order to provide markets for our allies 
which will yield them dollars to buy our products and thus increase 
their opportunity to maintain economic stability. 

We call attention to the fact that many of the provisions of the bill 
are permissive rather than mandatory and that the emphasis is and 
should be upon the reciprocal nature of the agreements. 
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Mr. Chairman, we agree with your statement that this is a moderate 
bill. We believe the interest of American business will be sufficiently 
protected and that the provisions for mutual and reciprocal lowering 
of trade barriers will be a powerful stimulant to the free flow of trade 
among the freedom-loving countries of the world. 

The General Federation of Women’s Clubs reiterates its support of 
the reciprocal trade-agreement program and earnestly urges the 
passage of H. R. 1. 

The CuarrMan. Does that complete your statement? 

Mrs. Hartz. It does, Mr. Chairman. 

The CuarrMan. Are there any questions? 

We thank you for your appearance and the very helpful information 
you have given the committee. 

Mrs. Hartz. Thank you, sir. 

The CuatrMan. The next witness is Mr. Joseph M. Barr, president, 
United Aircraft Export Corp., East Hartford, Conn. 

We are glad to have you. Would you please give your name, 
address, and the capacity in which you appear, for the record? 


STATEMENT OF JOSEPH M. BARR, PRESIDENT OF UNITED AIR- 
CRAFT EXPORT CORP. 


Mr. Barr. I am Joseph M. Barr. I am president of the United 
Aircraft Export Corp. of East Hartford, Conn., and I reside in West 
Hartford, Conn. 

The CuarrMAN. You may proceed, Mr. Barr, with your statement 
without interruption. 

Mr. Barr. Thank you. 

I would like to express my appreciation of the opportunity of 
presenting to the members of the committee the view of our corpora- 
tion on H. R. 1. 

United Aircraft Export Corp. is a wholly owned subsidiary of 
United Aircraft Corp. and represents the operating divisions of that 
corporation in sales and other activities in all foreign countries with 
the exception of the Dominion of Canada. 


Distribution of United Aircraft Export Corp. sales in 1954 


Percent 
Japan , EON ihe cig de + waiten tions ae 1. 40 
Belgian Congo ; 
Argentina 
Switzerland 


Belgium Philippines 
Indonesia . Venezuela 


Netherlands. _______._______.- 
Union of South Africa 
Saudi Arabia 


Mr. Barr. The operatin 


g divisions of United Aircraft Corp. are 
Pratt & Whitney Aircraft Division, manufacturers of jet, propeller 
turbine, and reciprocating engines for aircraft; the Hamilton Standard 
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Division, manufacturers of aircraft propellers and_ accessories of 
various types for airplanes; and the Sikorsky Aircraft Division, manu- 
facturers of helicopters. These products have met with rather wide 
acceptance since the end of World War II. 

In the past period of 8 years over $130 million worth of the products 
of United Aircraft Corp. have been sold abroad. In addition, sales of 
perhaps an equal amount are made to domestic airframe manufacturers 
for installation in airplanes for delivery abroad. The great bulk of 
our sales are made to foreign airlines for commercial use. In a great 
many cases the use of these products enables the operator to acquire 
substantial dollar exchange for its country. 

In 1954 the direct foreign sales of products of the Pratt & Whit- 
ney and Hamilton Standard Divisions represented approximately 
1,275,000 man-hours in their factories. This accounts for 1 year of 
50-weeks work for 637 men and women working directly on the 
products involved. These same men and women were backed up by 
more than an equal number of engineers, clerks, stenographers, and 
other indirect personnel employed in the two divisions mentioned. 
However, in order for the divisions to manufacture the items which 
were sold abroad, it was necessary for them to enlist the assistance of 
vendors and subcontractors throughout the United States. As a 
matter of interest, there were over 2,900 vendors and subcontractors 
located in 32 States and the District of Columbia whose materials 
made possible the manufacture of the division’s products. These 
outside purchases represent at least an equal number of man-hours of 
direct labor and probably an equal number of hours of indirect labor. 

In addition to the foregoing, substantial sales of Sikorsky heli- 
copters were made in foreign countries in 1954. These sales repre- 
sented 268,000 hours of direct labor in that plant plus an equal num- 
ber of indirect hours, or the equivalent of 268 men and women working 
for 1 year in that plant alone. 

The Sikorsky Aircraft Division also does a considerable amount of 
subcontracting and purchasing and buys from over 1,200 suppliers 
located in 27 States. These purchases, necessary to fill last year’s 
foreign orders represented approximately 320,000 man-hours or 1 
year’s employment for 160 men and women working directly on prod- 
ucts plus an equal number of indirect workers. 

It, therefore, follows that the foreign sales of this corporation pro- 
vided the equivalent of 1 year’s work for 3,136 people. 

United Aircraft Export Corp. is currently carrying on business with 
manufacturers and operators numbering 175 and located in practically 
all of the free countries of the world which are large enough to support 
an airline and/or an aircraft industry. This business requires rather 
frequent visits by personnel of this corporation and we have estab- 
lished personal friendships with a great number of people of intelli- 
gence and substance in those countries. 

These contacts enable us to reflect the feelings of some segments 
of the populations of those various countries on many matters of 
mutual interest and not necessarily pertaining to the aircraft industry. 
In every quarter of the globe we find an intense desire for an expansion 
of international trade and an overwhelming wish to substitute trade 
for aid. In our experience, we have found that any diminution in the 
natural or artificial barriers to trade with these countries reflects itself 
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positively though somewhat indirectly in the business of this 
corporation. 

While the products which we handle enjoy the highest priority in 
foreign countries, we are acutely and almost immediately aware of 
occurrences which result in the weakening of the dollar position of 
any particular country. Any reduction in exports to dollar territories 
by any country with whom we are doing business is almostimmediately 
indicated by a decline in our orders from that particular territory 
except in unusual circumstances. While we recognize that certain 
industries might be adversely affected by reductions in certain tariffs, 
we are sure that the great bulk of American industry stands to gain 
from an expanded export market. 

It is also our firm belief that international trade carried on in normal 
channels, that is, on a company-to-company basis, is a substantial 
deterrent to international misunderstandings and tensions. We think 
this bill is a step in the right direction. 

The CuarrmMan. Does that complete your statement, Mr. Barr? 

Mr. Barr. Yes, sir. 

The Cuatrman. Are there any questions? 

Mr. Sadlak, of Connecticut, will inquire, Mr. Barr. 

Mr. Sapuak. I only desire to congratulate Mr. Barr on what to 
me seems like a unique presentation, in that he has translated the 
dollar amounts involved to man-hours involved. It makes it more 
understandable for me, at least, and, might I add, more appealing. 

Mr. Barr. Thank you. 

The Cuarrman. We thank you for your appearance, Mr. Barr 
and the very helpful information given the committee. 

Mr. Barr. Thank you. 

(The following letter was submitted for the record:) 


GuiosBeE AviaTION Suppty Co., 
Burbank, Calif., February 3, 1956 




































Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
Washington, D. C. 

Dear Mr. Cooper: Please believe my sincerity when I express to you that I 
am in full accord with the President’s foreign policy in all its aspects, but most 
particularly with regard to the reciprocal-trade-act extension of 1955. The Presi- 
dent’s recommendations are an economic must for the greatest well-being of this 
country and that of the world at large. 

I therefore wish to go cn record with a complete endorsement of this program 
and respectfully urge that you and your committee do your utmost to see that 
H. R. 1 is passed as recommended. I further respectfully request that you in- 
clude my communication in the record of the committee. 

Sincerely, 












Cuirrorp L. Rauvsin. 


The CuarrmMan. The next witness on the calendar is Mrs. Oscar 
Ruebhausen. 

We are glad to welcome you. Would you please give your name, 
address, and the capacity in which you appear, for the record? 


STATEMENT OF ‘MRS. OSCAR M. RUEBHAUSEN, A DIRECTOR FOR 
THE LEAGUE OF WOMEN VOTERS OF THE UNITED STATES 


Mrs. RuesHavusen. I am Mrs. Oscar Ruebhausen, from New York 
City, a director of the League of Women Voters of the United States. 

The CHarrMan. You are recognized. You may complete your 
statement without interruption. 
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Mrs. RueBHAUSEN. The League of Women Voters, which consists 
of 126,000 members in 960 local leagues in all 48 States, Alaska, 
Hawaii, and the District of Columbia, appears before this committee 
to support H. R. 1 and H. R. 536. We support these bills renewing 
the Trade Agreements Act because they move in the general direction 
of a more liberalized trade policy for the United States. The Presi- 
dent’s proposal, as embodied in these bills, is a moderate one, but as 
a result of its passage the United States and other nations should be 
able to progress in their negotiations toward the goal of expanding 
world trade. 

We know that H. R. 1 is not, in itself, going to solve all the problems 
of foreign trade. Congressional approval of an effective General 
Agreement on Tariffs and Trade, improvement in our customs ad- 
ministration, and the necessity for other nations to remove their trade 
barriers all play a part in the expansion of trade. The enactment of 
H. R. 1, however, would be an important step forward. Failure to 
enact this measure or the weakening of any of its provisions would, 
in our opinion, lead to a contraction of trade among nations and thus 
cause great harm to the United States. 

We believe, however, that H. R. 1 and its counterpart H. R. 536 
should be strengthened in two respects. First, we think the exten- 
sion of the act should go beyond 3 years. Second, the escape clause 
and peril point sections of the present law should be modified if not 
repealed. We request the committee to consider seriously these 
changes. 

Our study of United States trade policy indicates it suffers from 
lack of stability as much as it suffers from high tariffs. The escape 
clause, in particular, has caused great havoc among those most directly 
concerned with trade. Specifically, it has permitted some domestic 
industries to apply 2 and 3 times in rapid succession to the Tariff 
Commission for tariff protection. With such a condition, foreign 
exports and American importers are kept in a continuous state of 
uncertainty. 

Suggestions for modification of the escape clause that are currently 
being made include (1) requiring any industry which has had its case 
investigated and disposed of by the Tariff Commission to wait for a 
period of at least 1 year before reintroducting an application for tariff 
protection; and (2) requiring a department of the executive branch to 
submit a statement to the President on the effects of a tariff increase 
recommended by the Tariff Commission on (a) United States exports 
markets, (b) United States foreign policy objectives, (¢c) the United 
States importer, and (d) the consumer, and that this statement be 
made public at the appropriate time along with the report of the 
Tariff Commission. Extension of the act for at least 4 years, modifi- 
cation of the escape clause and peril point amendments would do much 
to increase the stability of United States foreign economic policy. 

I have stated the league supports H. R. 1 and H. R. 536 with the 
modifications just given, because the bills would help to liberalize 
trade. I would like to elaborate on why we think liberalized trade is 
so important and so much more in the national interest than a policy 
of protection. 

First, what are the disadvantages of a policy of liberalized trade? 

1. Certain industries, unable to meet competition from imports, may 
lose business with a resulting loss of capital and investment. 





484 TRADE AGREEMENTS EXTENSION 


2. Employees of such industries may lose their jobs, and, therefore, 
be required to look elsewhere for work. 

3. Some communities are supported by only 1 or 2 industries, and 
if these industries are hit by imports the entire prosperity of the com- 
munity may be affected. 

4. Import competition may adversely affect industries considered 
vital to national defense. In a period of world tensions, such as now 
exists, we never know when such industries will be called into service 
for the protection of our country and all free peoples. 

Now, what are the advantages of a policy of liberalized trade? 

1. A great many industries in the United States export a substantial 
part of their production. If other countries are unable to earn dollars 
by selling in the United States market, then these industries may be 
hurt. Capital investment would be lost, workers would be thrown 
out of work, and communities depending upon the health of the in- 
dustries would suffer. 

2. More and more of our industries and our savings are going abroad 
to be invested. Whether this trend continues and whether it is suc- 
cessful depend in great part on the ability of the foreign country to 
earn dollars to pay a return on the investments. A policy of liber- 
alized trade is one of the best ways to assure that private investment 
abroad will be successful. 

3. There is much discussion today that the United States should 
drastically cut down Government foreign aid and that where aid is 
needed it should be in the form of loans rather than grants. If foreign 
governments are expected to repay loans, the principal as well as the 


interest, then there must be an opportunity for the foreign country 


to earn dollars by selling to the United States. Thus the income of 
the Government and indirectly the taxpayer stand to gain from a 
policy of liberalized trade. 

4. Every individual in the country is a consumer of goods. As 
such, he stands to gain when a variety of goods is offered at competi- 
tive prices. Liberalized trade benefits the consumer because the 
quality, variety, and price range of goods tend to be greater than under 
a system of restricted trade. 

5. The United States, in its struggle against Communist domination 
of the world, is strengthened by tava the maximum number of 
countries remain free and by having these countries militarily, eco- 
nomically, politically, and spiritually strong. Liberalized trade is by 
no means a panacea for the defense against Communist conquests but 
it will go a long way toward attaining and maintaining the economic 
strength of free countries, since all other nations of the free world, 
being less self-sufficient, depend on foreign trade to an even greater 
degree than does the United States. 

When these advantages and disadvantages of a policy of liberalized 
trade are examined, we believe there is no doubt that the national 
interest is best served by adopting measures, such as H. R. 1 and 
H. R. 536, which move in the direction of liberalized trade. 

If our Government pursues such a policy should the disadvantages 
be ignored completely? 

Some can argue that under a free-enterprise system those indus- 
tries which cannot meet competition should do their own adjusting 
as is done every day by many business concerns. The League of 
Women Voters does not entirely share this view. We believe con- 
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sideration should be given to the industries genuinely hurt by increased 
imports, but we do not think the answer lies in the escape clause or 
in any other means which offers only tariff or quota protection. In 
fact, we do not think there is any single answer. We do not even 
think facts are available on the extent of the problem. 

Several proposals to deal with industries hurt by imports have been 
offered from different sources. The use of customs receipts as pay- 
ment to an essential industry such as wool, customs receipts to en- 
courage research in an industry such as fish fillets, stockpiling of 
strategic metals, and measures to offer industries, workers, and com- 
munities special assistance in the form of loans, technical information, 
and increased unemployment compensation are all possibilities that 
we think should receive more consideration on the part of Congress. 

The League of Women Voters, in studying various aspects of 
United States trade policy, has found it increasingly important to 
find out more specifically how individual industries and communities 
are affected by foreign trade. There is no doubt in our opinion that 
United States trade policy should serve the overall national rather 
than the limited interest, but we believe additional information 
should be forthcoming on such questions as whether present unem- 
ployment is aggravated more from a decline of exports or from an 
increase of imports? 

We have embarked on a project which we hope will shed more 
light on such questions. Last summer, local and State leagues 
throughout the country began to conduct surveys to determine the 
local effects of foreign trade. In conducting the surveys, local and 
State leagues are collecting basic data on the economic life of local 
communities and then interviewing of individuals engaged in manu- 
facturing, mining, and agriculture to gather additional facts and 
opinion. We want to see whether in individual communities the 
balance of interest lies in expanding foreign trade or in contracting it. 
We want to find out what communities have done and are doing 
when their economies have become depressed, because of general 
economic conditions, because of a decline of exports, or because of an 
increase of imports. We want to find out what proposals to aid 
economically depressed areas and industries seem most feasible to the 
people concerned. 

The league realizes that to conduct accurate and objective surveys, 
assistance is needed from professional men and women who have 
special knowledge of their area and the subject. Members of local 
chambers of commerce, economists from the departments of business 
administration at local and State universities, and social science 
research institutes are among the groups cooperating with the league. 
As each survey is completed, it will be forwarded for their information 
to the Representatives and the Senators who represent the community 
in Congress. 

I do not wish to go into detail here, but I would like to submit as a 
separate document the progress various States have made to date on 
their surveys. 

In conclusion, the League of Women Voters earnestly requests that 
this committee report out a strengthened H. R. 1 and that it do all 
it can to secure passage of the bill by the entire House. 
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I want to express to members of the committee the appreciation 
of my organization of the opportunity to present our views on this 
important subject. 

The CuarrMan. Does that complete your statement? 

Mrs. RuesBHAvusEeN. Yes, Mr. Chairman. 

The Cuarrman. Are there any questions? 

Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Exsersarter. I think you have presented to the committee 
some very constructive suggestions. I want to commend the League 
of Women Voters. I sincerely mean that. There has been introduced 
in the Congress some measures, by various Congressmen, includi 
myself, which would provide for assistance to those communities wad 
those industries that are particularly harmed by importations, and 
also providing for some alleviation of the unemployment which might 
occur by reason of importations. I agree with the League of Women 
Voters that some study should definitely be made along those lines. 
I do not think these studies have been sufficiently undertaken by the 
Congress of the United States or its agencies. I certainly agree with 
the League of Women Voters in that respect. There is no doubt that 
importations do hurt some communities, some industries, and affect 
some employment. 

I believe much to alleviate that situation in all respects could be 
done by the United States Government offering some assistance to the 
employees affected, to the industries, and to the communities. 

Again, I appreciate your statement very much. I hope you will 
look into the bills which have been introduced along those lines. 

Mrs. RuepHausen. Yes, we have, Mr. Eberharter. One of the 
questions that we are asking the industrialists in our trade surveys 
is what they themselves think would be the best thing to do. Some 
of them have answered they think they should diversify their indus- 
tries, and some will say they want higher tariffs. Others will say they 
want more unemployment compensation in the States. There will be 
a variety of answers. We are trying to determine whether there is 
any one thing or several things that will relieve this situation. 

Mr. Eseruarter. I am sure the Members of Congress would be 
glad to have the results of any surveys that are made along those lines. 

Mrs. RuEBHAUSEN. We will see that you get them. 

Mr. Eseruarter. Thank you. 

The Cuarrman. Mr. McCarthy, of Minnesota, will inquire. 

Mr. McCarruy. Would it be correct to say that the general 
position of the league is this: that rather than devices such as the 
escape clause which create a condition of uncertainty in international 
trade, and which may stop trade arbitrarily or through resort to the 
escape clause, that the league would prefer measures or proposals 
which would provide transitional relief, you might say, or means 
whereby American industry might adjust? 

Mrs. RunsHausen. Yes, or help in relocating to another area. 

Mr. McCarruy. And American workers and industry should be 
assisted in making an adjustment to a change in production in this 
country, rather than just to stop the works? 

Mrs. RuesHausen. Yes. Since this is going on all the time in the 
American scene, it seems to me it could be done. 

Mr. McCarruy. In other words, when industry is required to 
adjust to new conditions which arise in the domestic economy, these 
adjustments are made? 
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Mrs. Ruesuavusen. Yes. There are over a million workers, I 
think, unemployed every year because of technological advances, or 
something like that. This reorganization of the workers and the 
capital in the factories does go on. 

Mr. McCarrtuy. Also, you are really recommending with regard 
to industrial goods the use of certain devices which are now being 
used in the handling of agricultural commodities, such as the use of 
customs receipts and the device of the stockpile? 

Mrs. RugeBHAvsEN. We are not endorsing any one of these things 
particularly, Mr. McCarthy. We just think that they ought to be 
examined more. Our own groups are now engaged in discussing what 
the various alternatives are. We always discuss among ourselves 
what we think of a situation, and examine the facts, before we come 
to any determination. 

Mr. McCartuy. I would like to commend the league for the 
suggestions they have made, and certainly to recommend that they 
continue these studies. 

Mrs. Ruesuavusen. Thank you. 

Mr. McCarrtuy. Thank you. 

The CuarrMan. Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. In describing the possible adverse effects of the 
policy of liberalization of trade, you say ‘employees of such industries 
may lose their jobs.’’ In referring to the industries that are exporters, 
you say, “workers would be thrown out of work.’”’ Do not get the 
different connotations between the two? One is suggesting that they 
may lose their jobs, and the other suggests they would be thrown out 
of work. I am wondering why there would be any difference between 
the two groups. 

Mrs. Rugesuavsen. I do not think there would be. I think “may”’ 
or ‘‘would” could be applied in either case. 

Mr. Curtis. You do? 

Mrs. RuresxHavsen. I think “may” is a preferable word to use in 
both cases. 

Mr. Curtis. On the one hand where you say they may lose their 
jobs and on the other hand be thrown out of work, the language has 
a little different connotation, I believe. 

Mrs. RvueBHAUSEN. Yes. 

The Cuartrman. Are there any further questions? 

If not, we thank you for your appearance and the very helpful 
information given the committee. 

The committee now stands adjourned until 10 o’clock in the 
morning. 

(The following statement was submitted for the record:) 


SUPPLEMENTARY STATEMENT SUBMITTED TO THE House Ways AND MEANS 
COMMITTEE BY THE LEAGUE OF WOMEN VOTERS OF THE UNITED STATES ON 
THE RENEWAL OF THE TRADE AGREEMENTs AcT 


THE LOCAL EFFECTS OF FOREIGN TRADE 


The League of Women Voters has undertaken to gather data on the local effects 
of foreign trade in many communities throughout the country. These surveys, it 
is hoped, will provide information on who benefits from expanding United States 
trade with other nations and who gets hurt from expanding trade. In addition to 
such information, the league also hopes to provide a collection of opinions of 
interested persons and groups as to how particular problems concerned with trade 
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could be solved. Most of the surveys were begun in the fall of 1954 and will be 
completed in the spring of 1955. 

Interest in undertaking a project of this sort was first expressed at the league’s 
national convention in April 1954. As evidence of this interest approximately 450 
local leagues are now working or have worked on trade surveys. This amounts to 
nearly 50 percent of the local leagues in the country. When the league’s work is 
completed, about 300 separate surveys will have been carried out. They will 
undoubtedly differ in scope and content but, insofar as we know, the total effort 
will constitute the greatest effort made to date to determine the effects of foreign 
trade on our individual communities. 


PROGRESS OF TRADE SURVEYS BY STATES 


Alabama.—The League of Women Voters of Anniston, Ala., in cooperation with 
the local chamber of commerce is conducting a trade survey of its city. 

Arizona.—The League of Women Voters of Tucson, Ariz., is conducting a 
survey of Pima County. Consultants on this survey include: The bureau of 
business research of the University of Arizona and an industrial development 
expert of Tucson Chamber of Commerce. The survey will include manufacturing, 
mining, and agriculture. The survey is expected to be completed in February. 

Arkansas.—The League of Women Voters of Fort Smith is conducting a survey. 

California.—Thirty-one local leagues are cooperating in making trade surveys 
of various types. Sixteen of these are making surveys On a congressional district 
basis, covering five congressional districts. Two leagues are making county sur- 
veys, 6 are surveying their own communities, and 2 are making special surveys 
of certain industries important to their communities. Other leagues are doing 
surveys of opinion on trade issues. Consultants to local leagues include profes- 
sors of local colleges and local chambers of commerce. 

The State league of California has already compiled a substantial amount of 
statistics and information as to the importance of foreign trade to the State as a 
whole. : 

Colorado.—The League of Women Voters of Greeley, Grand Junction, Jeffer- 
son County, Pueblo, Colorado Springs, Boulder, Fort Collins, Cherry Hills, Au- 
rora, Englewood, Durango, and Deuver are all undertaking surveys. These sur- 
veys should be completed in March. 

Connecticut.—The Connecticut League of Women Voters has completed a sur- 
vey of the entire State of Connecticut; 36.7 percent of those companies answer- 
ing the questionnaire submitted by the league believe that in their opinion a more 
liberal foreign trade policy would affect their businesses favorably; 25.6 percent 
believe their businesses would be affected unfavorably. Much pertinent material 
is contained in this report. 

Delaware.—No surveys are reported to be underway. 

Florida.—All eight congressional districts in Florida are being covered by trade 
surveys. The surveys should be available in March. 

Georgia.—The League of Women Voters of De Kalb County, Atlanta, Savannah, 
and Athens are conducting surveys. 

Idaho.—The League of Women Voters of Boise is undertaking a trade survey. 

Illinois.—All 25 congressional districts in Illinois are being covered by trade 
surveys. Leagues in congressional districts outside the metropolitan area of 
Chicago will interview all industries employing over 100 and in addition a farm 
and mining sample will be taken. Within the metropolitan area which also 
includes Lake County, Ind., the survey will be for the area as a whole. All 
industries employing over 250 will be interviewed. 

Consultants aiding the leagues in conducting the surveys, have come from the 
University of Illinois, Northwestern University, the University of Chicago, the 
Chicago Association of Commerce and Industry, and the National Opinion 
Research Center. A preliminary report is planned in April. 

Indiana.—Other than Indianapolis, it is unknown at this time how many other 
leagues in this State are conducting surveys. 

Iowa.—Six local leagues in Iowa are conducting surveys. 

Kansas.—At least one local league is known to be conducting a survey of its 
community. 

Kentucky.—Five local leagues in Kentucky are conducting trade surveys of 
various sorts. These are: Lexington, Elizabethtown, Hopkinsville, Frankfort, 
and Louisville. Lexington, Elizabethtown, and Hopkinsville are concentrating 
on agriculture, whereas Frankfort and Louisville are concentrating on manu- 
facturing. In Louisville the league is cooperating with the chamber of commerce. 
This survey is expected to be ready in March. 
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Louisiana.—Seven local leagues in Louisiana are conducting trade surveys. 
These are New Orleans, Jefferson Parish, Lake Charles, Lafayette, Shreveport, 
Baton Rouge, Alexandria, and Abbeville. In New Orleans about 300 manu- 
facturing, mining, and port-service firms will be interviewed. 

Consultants have included officials of local chambers of commerce, State and 
Federal Departments of Commerce, trade associations, the State division of em- 
ployment security, the Urban Life Research Institute, the department of business 
administration of Tulane University, and international dock and port authorities. 

Maine.—There is no survey being conducted at this time. 

Maryland.—Three separate surveys are being undertaken, 1 in Baltimore City, 
1 in Baltimore County, and 1 in the Fifth Congressional District, conducted by 
the leagues of Anne Arundel County, Prince Georges County, and Howard 
County. In Baltimore the league is cooperating with the Association of Com- 
merce. The surveys should be ready in March. 

Massachusetts. —Forty-five local leagues are conducting surveys in Massachu- 
setts in which approximately 800 firms will be interviewed. The survey is limited 
mainly to manufacturing except that the State league will do a small survey on 
the fish industry. All 14 congressional districts will be covered. The surveys 
should be completed in March. 

Michigan.—About 12 leagues in Michigan are conducting surveys with the 
concentration being primarily on manufacturing. These surveys will cover 
individual communities. Consultants have included social-science research 
specialists, economics professors, and chambers of commerce. 

Minnesota —The League of Women Voters of Minnesota is cooperating with 
the School of Business Administration of the University of Minnesota and the 
business executives research committee is undertaking a survey of the entire 
State. 

Mississippi.— No surveys are reported to be undertaken at this time. 

Missourt.—Seven local leagues in the metropolitan area of St. Louis are under- 
taking a joint survey. These include St. Louis, Brentwood, Clayton, Kirkwood, 
Ferguson, University City, and Webster Groves. 

Montana.—Six local leagues in Montana are in various stages of conducting 
trade surveys in their communities. 

Nebraska.—No local surveys are reported underway. 

Nevada.—No local surveys are reported underway. 

New Hampshire.—Six local leagues are conducting surveys. The New Hamp- 
shire Manufacturers Association is cooperating with the State league to complete 
a survey for the State as a whole. 

New Jersey.—All 14 of the congressional districts in New Jersey are being cov- 
ered by trade surveys. The survey of the sixth district, Union County, is com- 
pleted. The league is cooperating with the American Institute of Public Opinion 
of Princeton, N. J., in the project. 

New Merico.—No local surveys are reported underway. 

New York.—Surveys are underway in 46 local leagues which will cover 35 of 
the 43 congressional districts in New York. The majority are cooperating with 
local chambers of commerce in the conduct of the survey, and several leagues are 
receiving technical help from local colleges. The League of Women Voters of 
New York City is concentrating on the importance of the port to New York City. 

North Carolina.—Local leagues in Chapel Hill, Greensboro, High Point, and 
Durham are conducting a survey of the Sixth Congressional District. Winston- 
Salem and Asheville are conducting surveys of their own communities and the 
League of Women Voters of Charlotte is conducting a countywide survey. Con- 
sultants include local college professors, businessmen, and chambers of commerce. 

North Dakota.—No local surveys are reported underway. 

Ohio.—Eighteen separate surveys are currently underway. This should result 
in a fairly significant picture of the effects of foreign trade in 9 or 10 congressional 
districts and partial coverage in 6 or 7 other districts. Leagues have consulted 
local chambers of commerce, county agricultural agents, and members of univer- 
sity faculties. The League of Women Voters of Warren has completed its survey. 

Oklahoma.—Five local leagues are undertaking surveys in Oklahoma. The 
State league plans to survey areas in the State not covered by local leagues. 

Oregon.—Five local leagues are undertaking surveys: Corvallis, Eugene, 
Medford, Astoria, and Portland. The League of Women Voters of Astoria has 
completed its survey on the effects of foreign trade on Clatsop County. 

Pennsylvania.—Twenty-eight local leagues are conducting surveys of various 
types. The Erie and Philadelphia leagues are concentrating on the importance of 
the port to their areas. 
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Rhode Island.—Ten local leagues in Rhode Island are conducting surveys cover- 
ing a good part of the State. Over 400 manufacturing firms will be interviewed. 
Consultants include professors from Brown University, the Rhode Island Develop- 
ment Council, the Providence Chamber of Commerce, and local trade associations. 

South Carolina.—Three local leagues are undertaking surveys: Greenville, 
Columbia, and Charleston. 

South Dakota.—Five local leagues are conducting surveys: Aberdeen, Brook- 
ings, Hot Springs, Rapid City, and Vermillion. The surveys will concentrate 
primarily on agriculture. 

Tennessee.—One local league is undertaking a survey in Tennessee. 

Texas.—Sixteen local leagues are undertaking surveys. The League of Women 
Voters of Midland has completed its ae. 

Utah.—The League of Women Voters of Provo is conducting asurvey. 

Vermont.—Three local leagues will conduct surveys. Consultants will include 
faculty members from Bennington, Burlington, iddlebury, and the State 
development commission in Montpelier. 

Virginia.—Five local leagues are undertaking surveys: Richmond, Albermarle 
County, Roanoke, Loudoun County, and Federicksburg. The League of Women 
Voters of Fairfax County is doing a survey of agriculture only. 

Washington.—Ten local leagues are conducting surveys in the State of Wash- 
ington varying in scope and geographical area. Some surveys will concentrate 
primarily on agriculture, other surveys will include both agriculture and manu- 
facturing; and a few surveys will concentrate on individual industries important 
to their areas. 

West Virginia.—Three local leagues are conducting surveys in West Virginia: 
Charleston, South Charleston, and Beckley. 

Wisconsin.—Surveys are being conducted in 8 of the 10 congressional districts 
in Wisconsin; the first through the eighth, inclusive. The surveys will cover 
manufacturing, agriculture, and mining. Consultants include professors at the 
University of Wisconsin and a statewide business organization. 

Wyoming.—No local surveys are reported underway. 


(Whereupon, at 3:50 p. m., the hearing was recessed, to reconvene 
at 10 a. m., the following day, Friday, January 21, 1955.) 
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FRIDAY, JANUARY 21, 1955 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the com- 
mittee’s main hearing room, House Office Building, Hon. Jere Cooper 
(chairman) presiding. 

The CuarrMan. The committee will please be in order. 

The CuarrMan. The first witness is our colleague Hon. John E. 
Moss, Jr. Mr. Moss, we know you well but for the record will you 
follow the customary procedure and identify yourself. 


STATEMENT OF HON. JOHN E. MOSS, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Moss. Mr. Chairman, the people in my congressional dis- 
trict have, for many years, been intensely interested in the Nation’s 
reciprocal trade program. The vast majority of those who have 
discussed this problem with me favor a program which will permit as 
large a volume of foreign commerce as is consistent with the main- 
tainance of a healthy domestic economy. 

They realize as I do that trade, in a world sharply divided between 
free and slave nations, becomes a weapon of tremendous importance, 
but I believe that I correctly state their views when | say that they 
also recongize the extreme importance of maintaining a strong, healthy 
internal economy, consistent with the proud standards American 
people have come to accept as their just entitlement. They recog- 
nize that trade is a two-way street; that we cannot always sell our 
own products on the world market without opening our domestic 
market. This they are willing to do within reason and commonsense. 

The problem, of course, is not simple. There is a danger in the 
removal of all restrictions upon the import, particularly of agricul- 
tural products into the United States. If our tariffs are too high, the 
world suffers. If they are too low, bringing about a flood of cheaply 
produced foreign products, then our national economy suffers. 

With our world leadership we have responsibilities, but in meeting 
them we must clearly recognize our responsibilities to our own people. 
It is a fact that many agricultural commodities can be produced over- 
seas with labor paid far less than we pay people in the United States. 
If there is too much disparity between the production costs of the 
imported and the domestically produced product, we endanger our 
own ability to continue production. To that degree we weaken the 
ability of the United States to preserve itself in times when imports 
are not available. 
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Recognizing this situation, we have included in past reciprocal 
trade legislation peril-point provisions so that foreign importations can 
be halted when they threaten dislocation of any domestic industry. 
This provision has particular effect on many of the specialty farm 
crops produced in my congressional district. The six counties of my 
district include most of the rich Sacramento Valley farmland which 
produces both basic and special foods for the Nation’s tables. Any 
tariff changes which would barm this food-producing industry would 
be dangerous to the economy, not only of California, but of the 
Nation. 

I urge, therefore, that the committee give the strongest possible 
consideration to adequate peril-point provisions. The requirements 
in this field must, I believe, be so clearly spelled out that there is no 
possible misinterpretation by the executive agency administering the 
reciprocal trade program. 

In this connection, there is one more important provision which 
should be specifically included in any legislation approved by Congress. 
The final bill should clearly recognize the operation of section 22 of the 
Agricultural Adjustment Act. The connection between the reciprocal 
trade program and section 22 should be so explicit that there can be 
no misunderstanding of the provisions. 

There can be absolutely no question that foreign farm products 
must not take advantage of the United States farm price support 
program or of market orders. Our domestic support program was 
established to encourage production of important food and fiber; it 
has been continued for that purpose and for other reasons such as 
providing economic protection to the farmer similar to protection 
afforded other industries. 

To permit a flood of foreign farm products under a guaranteed 
price would defeat the entire purpose of our domestic farm price 
support program. Thus, section 22 of the Agricultural Adjustment 
Act operates to prevent importation of foreign crops which would 
merely add to any Government surplus of domestic crops. Unless 
this section operates effectively, our tax dollars will be used to sup- 
port the price of foreign farm crops. To prevent this, any reciprocal 
trade program approved by Congress should clearly state that the 
full force of section 22 applies to the program. 

The CHarrMaNn. Does that complete your statement, Mr. Moss? 

Mr. Moss. Yes, sir. Thank you, Mr. Chairman and members of 
the committee. 

The Cuarrman. Thank you, Mr. Moss, for the very helpful infor- 
mation you have given the committee. 

The next witness appearing on the calendar today is Mr. John A. 
Baker, assistant to the president, the National Farmers Union. 

Will you please give your name, address, and the capacity in which 
you appear, for the record? 


STATEMENT OF JOHN A. BAKER, ASSISTANT TO THE PRESIDENT, 
' NATIONAL FARMERS UNION, WASHINGTON, D. C. 


Mr. Baker. I am John A. Baker, assistant to the president of the 
National Farmers Union, Washington, D. C. 

The CHarrMAN. You are recognized and may proceed with your 
prepared statement without interruption. 
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Mr. Baker. Mr. Chairman, I will not try, in the short time 
available, to read this entire statement. With your permission, 
I will submit it for the record of your hearings. 


The CuarrMANn. Without objection, it will all be included in the 
record. 


(The statement referred to follows:) 


STATEMENT OF JAMES G. Patton, PRESIDENT, NATIONAL FARMERS UNION 


In exercise of its economic world leadership, the United States can take either 
of two routes: The road to scarcity or the road to abundance. 

Faced with the problems of tariffs, low producti: ity, dollar shortages, em- 
bai goes, and othe problems restricting sale ot United St«tes farm products in other 
countries, the United Stetes cen take the road ot abundance or the road of secar- 
city. There are two kinds of scarcity roads: (1) Economic isolation or go it 
alone; and (2) exclusive reliance upon cartel-dominated fiee trade. 

The United States can go it alone. American markets for American goods. 
Hold out competing imports; give up foreign markets for United States produc- 
tion. 

The United States farmer would have to shift 50 million acres now producing 
wheat, cotton, tobacco, rice, corn, soybeans, apples, and other commodities into 
pro? uction of something else that could be sold in the United States. 

Large segments of United States inc ustrial prod uction would have to shut down, 
lay off workers, re¢uce consumer demand in United States for farm commodities 
for lack of raw materials and lack of foreign markets. 

United States farmers’ cost of production and consumers’ cost of living would 
rise owing to not being able to buy imported goods. 

Entire free world, including United States production and living stancards 
would be recuced. ‘‘Stomach communism” in many areas of the world would 
be promoted. A Fortress America would become inevitable. 

If we want this, if we want to go it alone, it can be done with preclusive protec- 
tive embargoes and tariffs against imports; expansion of Buy American policies; 
refusal to support U. N. and FAO; and stopping United States economic aid to 
nations of free world. 

The other road to scarcity is to rely exclusively upon cartel-dominated free 
international trade. 

We can do this by repealing our tariffs, abolishing our embargoes against 
competing imports, such as sugar, wool, feed grains, barley, and dairy products; 
stopping United States economic aid to other countries; abolishing the U. 8. 
Export-Import Bank, the International Wheat Agreement, pulling out of World 
Bank and International Monetary Fund, refuse to renew reciprocal trade agree- 
ment, repeal section 22, and the escape clause. 

International trade v ould then be dominated by international private cartels— 
huge international trade monopolies. Only the farmers and other raw material 
producers of the world vould enjoy the fruits of competition. 

Foreign countries could not be expected to greatly reduce their government 
restricticns on trade and currency exchange. United States producers would be 
set free in an administered-price market dominated by foreign government regula- 
tion and international private cartels. Selling prices received by United States 
producers would be uncertain and artificially low. Buying prices paid by United 
States consumers would be uncertain and artificially high. 

The world price of farm commodities and other raw materials such as tin, 
rubber, and iron ore, would fluctutate greatly from month to month and year to 
year. This would discourage productive investments and retard free world 
economic expansion. 

Neither of these searcity roads is the right road. 

The road to abundance is through negotiated international regulation of ex- 
panded international exchange of materials—greater international economic 
cooperation and coordination, preferably through international agreements and 
agencies comprised of many nations, or negotiated agreements with other nations, 
one at a time. 

These include negotiation and establishment of: (1) a World Economic Develop- 
ment Agency; (2) additional international commodity agreements such as the 
International Wheat Agreement for each and every raw material that enters im- 
portantly into internationa! trade; (3) renewal of reciprocal trade agreement; (4) 
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ratification of a GATT truly consistent with these principles; and (5) the proposed 
international food and raw materials reserve. 

If these things are done, this would— 

(a) Encourage investments; 

(4) Stabilize markets; 

(c) Promote increased production in all countries; 

(d) Reduce and utimately eliminate famines, chronic undernutritition, low- 
living standards; and 

(e) Make possible the use of abundant United States food supplies to aid in 
establishment in the lesser developed areas of the world a system of public school 
for every child. 

A series gap now exists in present United States laws and international agree- 
ments. 

There is no provision for international handling of interrelated financial and 
commodity market problems. Thus, the United States with 7 percent of world’s 
peoples, 30 percent of world’s resources, but 74 percent of world’s manufacturing, 
is using up resources very rapidly and does not have a stabilized source of supply. 

While, raw materials producing nations are still subject to wild ups and downs 
in world raw materials markets and monetary exchanges. 

To fill this gap we urge establishment of international food and raw materials 
reserve to perform the following functions: 

(a) Prevent extreme price fluctuations in the international markets for food and 
other raw material and encourage expanding production in order to meet the 
world’s increasing foodstuff and other raw-material needs, both in terms of raising 
existing per person consumption and cf future increased population; 

(6) Maintain gainful employment not only in agricultural production, but also 
in those industries supplying agriculture and engaged in the processing and dis- 
tribution of agricultural products and other raw materials; 

(c) Absorb temporary market surpluses of food and other raw materials; 

(d) Prevent famine and starvation; and 

(e) Provide for a self-financing operation through the orderly international 
exchange of raw materials and through the development of an international 
program of loans for raw material development, and for corollary economic 
development. 

Probably the most persistent, most disturbing, and most perplexing of modern 
economic problems is the human suffering and relative stagnation enforced upon 
producers of raw materials by the extreme ups and downs in the prices of raw 
materials and consequently in their realized and expected incomes. The problem 
is serious in all the more highly developed nations. It is even more seriously 
present and damaging in the lesser developed nations. 

Wide swings in raw-material prices present prospective investors in raw- 
material development, whether persons, firms, or States, with a very large range 
of variation in expectations as to returns that can be earned by opening up and 
developing an augmented raw-material supply. This condition is one of great. 
risks where at any moment not only might part of the investment be rendered 
valueless but earnable returns may even fail to cover day-to-day operating costs 
and the entire enterprise will have to be shut down with attendant loss of income 
and human suffering. 

Faced with such great uncertainty in expectations both States and individuals 
are hesitant to open up or expand enterprises that are currently profitable but 
which may at any time dip drastically below the break-even line through no 
fault of the enterprise management itself. The multiplication of this kind of a 
situation throughout farming and all other raw-materials industries puts a very 
severe damper upon the rate of economic development in these industries. 

This slowing down of the rate of expansion in raw-material industries not only 
reduced the supply of such materials to meet human needs and to fuel manufac- 
turing and other secondary industries, it also holds down the purchasing power of 
persons and firms on the raw-materials sector and thus cuts down on sales, scale 
of operation, and consequently of income and purchasing power of the industrial 
and service segments of the economy. Consequently, the entire economy idles 
along at a lower rate of production and expansion than needs to be the case. In 
the more highly industrialized nations the symptoms are seen in chronically 
depressed industries like farming and coal mining in the United States. Among 
the lesser industrialized nations, a drop in raw-material prices can bring an entire 
nation dangerously close to bankruptcy and can directly cause a widespread drop 
in personal income and standards of living of the entire population. 
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It is only natural that the economic segments and nations involved in these 
debilitating circumstances would take evasion and protective action just as an 
intelligent bomber pilot takes evasive action from destructive antiaircraft fire. 

Such protective or evasive action when taken unilaterally by different nations 
help to solve the problems caused by fluctuating raw-material prices only at the 
cost of reducing the magnitude of international exchange of commodities and 
thus results in all nations losing the advantages of specialization. Everybody in 
all nations has less real income and a lower standard of living than they might 
otherwise be able to attain. 

Through the administrative machinery of an international food and raw 
materials reserve, the stabilized prices of each different raw material that enters 
importantly into international trade would be negotiated and agreed upon. The 
reserve would thereafter stand ready at all times to buy any raw-material com- 
modity offered it at the agreed upon stabilized price and would stand ready to sell 
such commodities at the agreed upon stabilized price. 

We have considerable sympathetic understanding of the foreboding of the 
domestic groups such as bitumen, coal, lead, zinc, and the others with disfavor on 
any tendency to put our nation and these industries exclusively upon the cartel- 
dominated so-called free international trade. Involved are laboring skills 
developed over a lifetime, capital investments that may represent savings of several 
lifetimes and entire communities, churches, or local governments. These values of 
our society must be protected not only in the United States but in other nations. 

To do so in a framework that will encourage greater not less international trade 
requires, we feel, several other phases of a complete foreign trade policy in addition 
to renewal of the Trade Agreements Extension Act. 

1. Establishment of an International Food and Raw Materials Reserve as 
outlined above; 

2. Negotiation and establishment of additional International Commodity 
Agreements; 

3. Further simplification of customs procedures; 

4. A domestic United States program involving unemployment payments, 
vocational retraining, capital retirement, and readjustment laws for domestic 
industry handicapped by lowered trade barriers; 

5. A 100 percent of parity farm price-support program that utilizes a safety 
reserve to maintain needed stocks and production payments as the method of 
supporting farmers’ return; 

6. Renewal of the Trade Agreement Extension Act, permanently, or for a long 
number of years, with the peril-points clause omitted and with the so-called 
escape clause preserved. 

We feel that such action is required not only to provide desirable protection 
and cushioned readjustment for domestic producers in the several nations includ- 
ing our own but also to provide and to encourage a better basis for insuring an 
ms supply of raw materials for the enconomic growth of nations of the free 
world. 

The industry of advanced nations is chewing up basic resources at a tremendous 
and rising rate. For example, the United States which has 7 percent of the world’s 
population and 30 percent of the world’s natural resources accounts for 70 percent 
of the world’s manufactured goods. The United States is using up its resource 
base at a very rapid rate and very much faster than the rest of the world. To be 
secure in our rising living standards and to retain the resource base for an expand- 
ing economy, we must assure ourselves a stabilized source of supply of the raw 
materials for our manufacturing industry. The same situation is true in other 
industrious nations such as United Kingdom, France, and Germany and Japan. 
The thought-provoking details for different commodities were thoroughly con- 
sidered in the Paley report of several years ago. 

Highly industrialized nations could depend entirely upon private industrial 
concerns to make long-term contracts with raw-material producers in other lands. 
And, this should be done. But, it can only be successfully and securely accom- 
plished under the protection and encouragement by governments and international 
economic accords. 

These latter conceivably could be done exclusively through bilateral arrange- 
ments between the United States and foreign nations; one nation at a time, one 
commodity at a time. However, no supplier, private enterprise, or state, wants to 
become dependent exclusively on one buyer; nor does an importing nation or 
industrialist want to become dependent upon only one seller. 

Through the International Food and Raw Materials Reserve, exporting nations 
can obtain assured long-term stabilized markets and importing nations can obtain 
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an assured long-term ample supply at stabilized prices of imports on terms that 
will not injure domestic producers who must sell their commodities in competition 
with imports. 

The International Food and Raw Materials Reserve would operate in coordina- 
tion with the International Monetary Fund and the World Bank. Many of the 
national restrictions we now have that hold down greater international exchange 
of commodities is the desire of the nations to preserve their monetary position in 
different currencies particularly dollars and pounds sterling. The International 
Food and Raw Materials Reserve would completely eliminate this problem by 
operating in terms of all currencies on the basis of internationally agreed upon 
official exchange rates. 

National Farmers Union strongly endorses the 3-year extension, without crip- 
pling amendments, of the Trade Agreements Extension Act of 1955 and urges its 
approval by the Ways and Means Committee. 

Many of us produce products which have traditionally entered into export 
trade, like cotton, wheat, tobacco, hogs, and certain fruits. We know that the 
export market for these crops is important to us and that it depends on low trade 
barriers abroad, on prosperity and buying power in foreign countries, and espe- 
cially on foreigners’ supplies of dollars. We know that foreigners can obtain dollars 
chiefly by selling goods and services to citizens of the United States and that the 
amount they can sell depends in part on how much we are willing to buy. 

About one-ninth of total farm production is exported; imports of farm commod- 
ities of a type produced in this country were equivalent to approximately one- 
sixteenth of total United States farm production. The value of farm exports 
from the United States was almost twice as great as the value of competing farm 
imports. 

Exports.—However, this simple comparison does not tell the whole story by any 
means. The direct effect of agricultural imports and exports on the economic 
situation of individual] farm families varies a very great deal according to the com- 
modities produced for sale. Exports make up a very large part of the market for 
some farm products; in 1953, 45 percent of United States rice was exported; 24 
percent of our cotton; 19 percent of our wheat and flour; 17 percent of barley; 26 
percent of tobacco; and 21 percent of soybeans and products; 18 percent of lard; 
6 percent of our raisins; and about 5 percent of pears and apples; with somewhat 
smaller percentages of other commodities produced on United States farms. 

United States farm sales abroad dropped from $4,053 million in fiscal 1951-52 
to $2,815 million in fiscal 1952-53. However, farm exports increased in fiscal 
year 1953-54 4 percent over exports in the preceding year. Comparing 1953-54 
to 1952-53, most commodities either showed some gain or held steady. Grain 
export is the exception. 

While there has been some increase in fiscal 1953-54 over fiseal 1954-55, ex- 
port losses from 1951-52 to 1952-53 have not been made unr. Farm sales abroad 
dropped from $4,053 million in the former year to $2,815 million in the latter year. 
Cotton exports during this time declined by 50 percent from 6.1 million bales to 
3.1 million bales; wheat by 33 percent from 475 million bushels to 317 million 
bushels; lard by 37 percent, from 754 million pounds to 475 million pounds; 
tobacco by 16 percent from 514 million pounds to 432 million pounds; and soy- 
bean oil by 66 percent from 380 million pounds to 130 million pounds. Exports 
were also smaller for applies, grain sorghums, cheese, and other dairy products, 
eggs, prunes, cottonseed oil and meal, linseed oil, dry edible beans, and potatoes. 

Farm exports in 1952-53 were 31 percent below the value of such exports in 
1951-52 and 20 percent below the average value of the preceding 5 years. An 
increase of 4 percent in farm exports from 1952-53 to 1953-54 means we still have 
not accomplished much more than holding our own. 

There is a continuing dollar shortage in countries of Western Europe and Asia. 
While several other factors are involved, the dollar shortage seems to be the 
major reason for the sharp decline in farm exports during the 1952-53 fiscal year 
and the slow recovery in 1953-54. For whatever reasons that brought about the 
decline in United States farm exports farm families who produce the above com- 
modities are concerned because their economic future is closely related to their 
ability to sell in foreign markets in volume at good prices. To only a limited ex- 
tent do those farm families who produce export commodities also produce farm 
products that come into competition with the almost $1% billion, annually, of 
supplementary agricultural imports. 

Imports.—Major supplementary agricultural import commodities are wool, 
cane sugar and molasses, oilseeds and their products, hides and skins, unmanufac- 
tured tobacco, beef and beef cattle, nuts, feed grains, and cheese. Where the 
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quantity imported of any of these commodities exceeds the quantity of exports, it 
makes little difference price-wise what the ratio of imports is to United States 
production. No such imports would come in at all if they could not be laid down 
here at, or under, the domestic United States price. In the absence of a supply- 
diversion type-price support program, the imported part would set the price for 
the entire supply and therefore establish the market price received by United 
States farmers. 

The farm families who produce such commodities, therefore, have a direct and 
important interest in the terms under which such imports are allowed to enter the 
domestic market. For these families, the advantages gained from the exporta- 
tion of other farm products and of nonfarm products is general, diffused, and 
indirect while the competitive nature of supplementary imports is direct and 
immediate. 

However, the farm families who produce those commodities that must compete 
with imported supplies also share in whatever advantages accrue to citizens gen- 
erally from an intelligent foreign policy and from whatever general advantages 
they gain as consumers and as buyers of production items from increased importa- 
tion of low cost manufactured commodities and nonagricultural raw materials. 


PEACE, PROSPERITY, AND DEMOCRACY 


Farm people share with all other citizens a broad interest in promoting increased 
domestic and democratic world production and economic expansion, development 
and maintenance in all countries, including our own, of high levels of employment 
and real income and the creation of economic conditions conducive to world peace. 
It is a matter of commonsense to realize (1) that everybody would be better off if 
we would produce and distribute more goods and services in the most economical 
manner possible in terms of manpower and resources costs, and (2) that people all 
over the world have common aspirations, needs, and vested interests similar to 
our own. 


COMPARATIVE ADVANTAGES 


In terms of the total economy of the free world, this means that each country 


should put its resources and people to producing what it can most efficiently in 
excess of its own needs and trading that excess for the excess of goods produced 
more efficiently by other countries. In this way the total goods and services 
produced by the countries of the free world will be at a maximum. That is the 
ideal toward which we must strive. 


ASPIRATIONS, CIRCUMSTANCES, AND VESTED INTERESTS 


In whatever way you want to gage it, the production and distribution of goods 
in the free world does not now closely approach the ideal stated above. Every 
nation has attempted to solve its own sovereign problems in its own way. Most 
have found it necessary to encourage some of its citizens to engage in production 
of commodities under conditions where the production cost per unit exceeds the 
duty-free cost of such commodities if they were imported from other countries. 
Each time this is done, the cost of living is higher than it needs to be and real 
income is lower. 

Yet existing ways of doing things in all of the countries is meshed in a network 
of human institutions such as investments in plant, custom, laws, and status 
systems. It is asking too much to expect any of these people, our own included, 
to give up the convenience and security of what they have without definite 
assurance that the new situation would represent progress. 

The people of the world know what some of us sometimes forget, that while men 
are made by God, markets and other institutions are made by men and can be 
changed by them. There is no such thing as an automatically operating free- 
market system. Any market is free only wichin a framework of laws, property 
rights, wealth distribution, trade practices, and other rules of the game—and 
subject to certain patterns of market-power distribution. 

It is within this framework, whatever it is, that the ‘“‘law of supply and demand’”’ 
is continually operating. And the nature and structure of this institutional 
framework can be changed by man in the United States by democratically 
adopted laws passed by democratically elected legislators and Congressmen. 


UNITED STATES FARM PRICE-SUPPORT PROGRAMS 


TIilustrations of the kind of thing I have just mentioned are our Federal farm 
price-support laws, our tariffs, our customs procedures, our shipping policies and 
the Foreign Operations Administration program. 
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FARM PRICE AND INCOME STABILIZATION PROGRAMS 


Members of this committee are thoroughly familiar with the programs we have 
developed to reduce the instability of farm prices and incomes. The major 
program in this field, of course, is the supply diversion price support program of 
Commodity Credit Corporation. The Agricultural Trade Development and 
Assistance Act of 1954 is another example of this type of program. In addition to 
a price-support program for the basics and wool, we have had similar programs at 
varying percentages of parity for butterfat, milk, mohair, honey, tung nuts, 
barley, oats, rye, grain sorghums, flaxseed, soybeans, dry edible beans, American- 
Egyptian cotton, cottonseed, hay, and pasture and winter cover crop seeds. 

You are also familiar, along with the Agricultural Trade Development Act, 
with the vitally important ‘‘surplus removal” activities financed with a part of the 
customs receipts (sec. 32) funds. 

Marke.ing agreements and orders have been utilized for similar purposes by 
fluid milk producers and for cervain fruit, vegetable, and nut crops. 

The Department of Agriculture has also carried on the plentiful foods program 
to increase domestic consumer purchases of seasonal abundant foods. 

_ Another important farm income stabilization program is the all-risk crop yield 
insurance now available for some of the stable crops in about 800 of the 3,000 
counties in the United States. 


COUNTERVAILING MARKET POWER FOR FARMERS 


These Federal farm income programs came about as the result of the Congress, 
representing citizens generally, being convinced that the 4 million or so inde- 
pendent family farmers of the Nation needed the cooperation of Government to 
acquire what Professor Galbraith of Harvard has called countervailing market 
power. 

On the industrial side of the market are the highly organized business interests 
whose access to corporate finance, decreasing cost schedules, and use of far-flung 
basing-point price systems and other means of conducting privately managed 
price support and market allocation programs, gave them an extremely strong 
bargaining position in the market. 

In more recent years, through organization, labor, with the help of protective 
Federal laws and supported by minimum wage laws, has been able to acquire a 
“countervailing” bargaining power sufficient to raise wages and improve working 
conditions. 

On the farm side of the market are approximately 4 million independent small 
producers who have had none of these market advantages except as such have been 
provided by the Congress. Since farmers must use the cooperation of the Federal 
Government, the entire operation must be conducted within full view of the entire 
public. One result has been that some people have acquired the mistaken idea 
that farm people are rolling in wealth, with high incomes, and that continued farm 
agitation for improved income stabilization programs is an expression of greed 
totally unrelated to the national interest. 


ECONOMIC SITUATION OF FARM FAMILIES 


The truth is that the farmers of this country are not doing so very well economi- 
cally. Compared with other groups in the economy, farm family incomes have 
been falling while other people’s incomes have been rising. 

Here are a few related facts that give a pretty good idea of the present economic 
status of farm people. They indicate that the old familiar economic scissors are 
cutting farmers down again. 

The purchasing power of farm families, in constant dollars, dropped 34 percent 
from 1947 to 1953. Corporate profits are up 51 percent; the constant dollar 
purchasing power of dividends paid to stockholders by corporations is up 24 per- 
cent; the rate of interest bankers receive on short-term prime commercial paper is 
167 percent (more than 24% times as much), and the purchasing power of the average 
weekly earnings of industrial workers is up 20 percent. 

Even in 1949, toward the beginning of this 6-year period, only 1 out of 7 full- 
time family-size farms produced as much or more income than that received by 
the average nonfarm family. 
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FARM ATTITUDES TOWARD INTERNATIONAL TRADE POLICIES 


I would be remiss in my duties as an elected official of a farm organization if I 
did not attempt frankly to convey to you what I am convinced is the prevailing 
attitude of farm people toward exports and imports and related policies. 
we am quoting the following from a letter I received from a farmer in the Middle 

est: 

“Talk of ‘more trade and less aid’ is disturbing to farmers, not that farmers 
disagree with such a policy generally, but because they fear that certain segments 
of agriculture may be sacrificed upon the alter of the good neighbor policy. 

‘*There are those, for instance, who say ‘let’s allow dairy products to be imported 
so that the Danes and the Hollanders can have dollars with which to buy American 
made products.’ And they say ‘the total sum of the imports doesn’t amount to 
much anyway.’ 

“But * * * the total sum does hurt dairymen who are already suffering huge 
losses from the competition of cheap butterfat substitutes. 

“‘They say we must import wool from Australia and New Zealand and cotton 
from Egypt in order to hold off Communist forces. These imports, they say, 
don’t amount to very much, and hence we can afford it. 

“But * * * these imports do seriously hurt our sheep men and cotton producers. 

cr . letter received before the advent of the Brannan plan type program for 
wool. 

“Farmers fear that agricultural products are to be imported so that foreign 
countries will have dollars in order to buy American industrial machines and 
gadgets. 

‘“‘We contend that if it is necessary for America to allow imports of any kind 
for the general welfare, the farmers should not have to pay the bill * * * neither 
should any other one group of our economy. The cost should be shared by all 
Americans. 

“‘We confess that we don’t like the idea, but the only way we know by which 
such common sharing might be accomplished is for the Congress to establish a 
price for items domestically produced and pay subsidies to those industries and 
producers who are hurt by imports of foreign products, in order that they may be 
compensated.”’ 

I have no reason to believe that producers other than farmers who are faced 
with a similar need for an expanding export market or with similar market com- 
petition of imports, feel any differently about this than do the farmers I have 
been chosen to represent. Moreover, I am convinced that these others, including 
the domestic watchmakers, have the same right and privilege for considerate and 
helpful attention from Congress as do farmers. 

Further, it would be totally correct in my judgment to attribute the same 
attitudes, aspirations, and needs to farm people, raw material producers and 
manufacturers in other nations. I would fully expect that all of them would be 
legitimately interested in protecting their positions and promoting their interests. 


ACCOMMODATION 


The foregoing does not in any way mean that I am pessimistic about the possi- 
bilities or probability of attaining greater international economic cooperation 
among the democratic and noncommunistic nations of the world. Convinced 
that the foregoing is a fairly accurate description of domestic and world conditions, 
I am led to the conclusion that these important human characteristics and insti- 
tutions have a very significant bearing on which methods of approaching greater 
international economic cooperation will prove most fruitful of the results we want. 

We need to devise ways to promote greater international economic cooperation 
that are compatible with the attitudes and interest I have presented to you. 

In our own country it would be both foolhardy and foolish to expect that people 
would want to abolish all fair-trade laws, tariffs, patents, unions, preferential 
freight rates, subsidies to airlines, maritime operators, and the rest. It would 
be equally unrealistic, in my opinion, to expect that the peoples and governments 
of other countries are going to give up the myriad institutional interferences with 
the free privately controlled market of the type visualized by mid-Victorian 
economic theorists, The Chinese Nationalists on Formosa will not stop the 
uneconomic production of sugarcane until assured a continuous, uninterrupted 
supply of sugar in a low price range. Egypt, whose Government revenues are 
derived largely from import and export duties, cannot quickly shift gears to a 
totally different system. 
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But even if it were possible, either domestically or internationally, to get the 
people and the governments to eliminate government assistance and regulation 
of market conditions, I am convinced that this would not be the best thing to do. 
My reason is this. The instability of raw material prices is a two-edged sword 
that cuts down economic progress on both sides. 

Investments in economic expansion designed to increase the total output of 
raw materials must be made far in advance of the time when the products will be 
marketed. Instability in raw material prices presents such an added and serious 
factor of uncertainty in the calculation of returns on such investments that the 
jere) of investment in expanded raw material exploitation is undoubtedly slowed 

own. 

Likewise, the investments in proeessing and manufacturing industries that use 
raw materials must be made well in advance of their ultimate recovery from profits 
made from the sale of processed or manufactured products. Consumer need, 
and in some respects consumer demand, are relatively stable, and can be fairly 
well gaged. But faced with wildly fluctuating raw material costs, the manu- 
facturer, like the raw materials producer, must introduce a large uncertajnty factor 
into his investment calculations. 

The meaning of this, to me, is clear. It means that the most fruitful means of 
promoting greater international economic cooperation is not a futile attempt to 
establish some kind of mid-Victorian competitive market equilibrium, but rather 
through the bold, imaginative, conscious building of workable international eco- 
nomic institutions. What we must have is neither this Victorian free-market 
internationalism nor monumental national isolationism. The correct answer, it 
seems to me, lies in conscious international economic planning. 


DEMOCRATIC WORLD ECONOMIC UNION 


I do not want the record to appear as if I thought I knew all of the correct 
answers to the tough problems of international trade policy. However, I do 
want to throw out some suggestions for your consideration. 

The problems connected with the United States imports and exports for agri- 
cultural commodities and their effects upon domestic farm price programs are 
but a part, important as they are, of a much larger problem of worldwide scope 


and intense significance to the entire Nation. 

Nearly everywhere, our own Nation included, people are demanding better 
living conditions. Basic is belief in the dignity of the human being and the human 
family and the right to an equality of opportunity. Moverover, poverty, want, 
and misery can be completely eliminated through modern technology and known 
ways of improving agrarian and other institutional arrangements. It is important 
to realize, also, that the knowledge of this revolutionary fact is becoming wide- 
spread throughout the world. 

Contentment is what one is able to attain, divided by what one has come to 
believe he ought to be able to attain. When contentment drops too low, people 
will resort to drastic, and often unreasoning, action to relieve their frustrations. 
Herein lies the challenge and the supreme test of United States world leadership. 
To meet this test we must find ways to release for productive abundance the stu- 
pendous and magnificent forces that are latent within the nations of the free world. 
We must sonehow energize the necessary intelligence and courage to take im- 
portant steps to build greater economic strength and broader economic oppor- 
tunities for all the people. This requires a new type of consciously directed, 
democratically controlled international economic planning and action. 

In various ways that I shall not attempt to list here, we and some of the other 
nations have been whittling away at this problem. The concern of your com- 
mittee in holding these hearings is another step. 

But the progress we have made so far is infinitisimal compared with what we 
can and must do. Progress toward greater international economic integration 
has been agonizingly slow in relation to the urgent need to build an adequate 
protection against the forces that threaten the democratic way of life. 

An ideal solution, of course, would be establishment of a democratic world 

overnment. Men of good will through the ages have dreamed of a world brother- 
hood with a parliament of man. Currently, in our time, however, it appears that 
this attainment is beyond our reach because the people of a part of the world 
are blocked off by despotic totalitarian rulers. 

What would be immediately attainable, in my opinion, if we were to put our 
strength behind it, is democratic unification. Economic and political integration 
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under a democratic governing body would solve fundamental problems in funda- 
mental ways. 

I have urged that the United States call a meeting of the nations with a view 
to drafting a constitution for the immediate establishment of a Democratic World 
Economic Union with a single currency and no trade or population migration 
barriers. Any nation that will conduct free democratic elections and abide by 
the laws enacted by the governing body of such a Union would be eligible for 
membership. Administrative agencies of the Democratie World Economie Union 
would be directed to establish and carry out programs to vastly speed up eco- 
nomic development and improved productivity of human labor and land and 
water resources; to eliminate progress-retarding and opportunity-denying legal 
and institutional arrangements; and to eliminate and prevent reestablishment of 
trade, financial, and migration barriers. The governing body of such a Demo- 
cratic World Economie Union could be expected to adopt a system of farm pro- 
grams largely similar to those that have been developed in the last 30 years in 
this country and the Scandinavian countries. 

I am recommending that the Congress enact a joint resolution directing the 
executive branch of Government to undertake positive steps through international 
conferences to establish a Democratic World Economic Union. 


INTERNATIONAL RAW MATERIALS RESERVE 


Higher farm family living standards in all nations, including our own, are 
dependent upon expanded international trade in farm commodities and other 
raw materials. The United States generally is becoming increasingly dependent 
upon foreign sources for low-cost essential industrial raw materials. It is ordi- 
nary commonsense for each of the various nations to expend its greatest effort in 
producing those sorts of goods they can produce at greatest efficiency, and the 
domestic surplus of which they can exchange for those commodities produced 
more efficiently in surplus in other nations. 

Pending the time when the democratic nations of the world can come together 
in solid economic union, it would seem desirable to establish an interim agency 
to develop and operate an International Raw Materials Reserve. 

This agency would be charged with the responsibility to prevent extreme 
fluctuations in prices of agricultural commodities and other raw materials in the 
international market; to encourage expanding production to meet the world’s 
pressing need for increased supplies of food, fiber, and other raw materials; to 
make available foodstuffs in circumstances of famine; to absorb temporary market 
surpluses; and through use of national currencies involved, to make self-liquidating 
loans through appropriate international lending agencies for economic develop- 
ment, as well as for the purchase, in food, fiber, and merchandise importing 
countries, of raw materials needed in food and merchandise exporting countries 

I urge the members of this committee to give this suggestion careful study 
with a view to introducing and helping to bring about the enactment of a joint 
resolution of the Congress directing the executive branch of the Government 
to initiate negotiations, through the United Nations or otherwise, to establish 
an International Raw Materials Reserve. 


INTERNATIONAL WHEAT AGREEMENT 


A similar mechanism for conducting consciously directed, democratically con- 
trolled international economic planning is the International Wheat Agreement. 
I am relieved and gratified that this agreement was renegotiated last year. Short 
of the successful establishment of an International Food Reserve or an Inter- 
national Raw Materials Reserve of the type I have just suggested, the renewal 
of the International Wheat Agreement and the development of other international 
commodity agreements are essential to the continued stability of the United 
States wheat industry and of the economic opportunities of farm families who 
produce wheat and export and import farm commodities. 


TARIFFS, CUSTOMS, QUOTAS, AND SHIPPING 


'Mr. Chairman, I think it is clear from what I have already said in this state- 
ment that I favor an intelligent international approach to the problems before 
your committee. It should be clear also that I do not believe that such an 
approach lies in throwing domestic or foreign producers upon the unguided and 
uncontrolled trader- and cartel-dominated private international free-market 
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system. The approaches I have suggested are negotiated, publicly directed 
approaches to closer international economic integration. I do not believe, for 
example, that tariff elimination, as such, by unilateral action by the United 
States is either a sensible or a politically feasible approach to a solution of the 
problems that have been discussed in these hearings. 

The Trade Agreements Extension Act is another negotiation-type of consciously 
directed international economic cooperation that should be encouraged. I hope 
that the Trade Agreements Extension Act of 1955 can be renewed with appro- 
priate safeguards that I shall briefly enumerate. 

I do not believe that United States farmers who produce for export or who 
produce commodities that must compete with imports should be asked to bear 
the full cost, respecting this production, of an intelligent United States foreign 
policy. I accord the same right and privilege to other domestic raw material 
and industrial producers. The benefits of better international economic coopera- 
tion accrue to all the people and the temporary costs involved should be borne 
by all the people. This means that in the case of both exports and imports, pro- 
grams and policies should be established, as they have been in the case of the 
International Wheat Agreement and the Sugar Act program, to spread the costs 
to all the people instead of putting all of them directly on the small number of 
producers concerned. 

With respect to such measures, there is always a clear-cut choice of how the 
cost is to be spread to all the people. By some methods the cost is spread to all 
in their capacities as consumers and they pay the bill in increased retail prices 
of the things they buy in relation to the quantities of such purchases. This is the 
method followed in the Sugar Act. 

By other methods the cost is spread to all the people in their capacities as 
taxpayers and they pay in accordance with the ability-to-pay principle incor- 
porated in the Federal personal and corporate income and excise tax schedules. 
This is the method followed in connection with United States operation of the 
International Wheat Agreement. 

As a general principle, Mr. Chairman, I urge you to accept the proposition that 
no United States farmer or other producer whom we expect to remain in produc- 
tion, be required to produce for export or to meet the competition of imports at 
any price less than the full parity price. 

There are probably some industries in which the entire United States need and 
demand can be met continuously and safely through complete dependence on 
imports. In such cases, I recommend that the injured domestic industry be 
helped to make adjustments by means other than excluding imports, such as 
through extension of unemployment insurance, assistance in retraining workers, 
conversion to other lines and outright purchase, where required. 

May I hasten to add that I know of no domestically produced agricultural 
commodity to which this applies. 

In all other cases, programs and policies affecting imports and exports should 
be designed to provide full parity returns to domestic producers in ways that will 
be consistent with minimum hindrance to international trade and economic 
cooperation, and preferably by methods that will spread the temporary costs of 
the adjustments to all the people in accordance with ability-to-pay rather than 
through increased retail prices to consumers. 

I urge the enactment of legislation to renew the Trade Agreements Extension 
Act of 1955 with sufficient safeguards to fulfill the objectives I have just listed. 


TARIFFS ON RAW MATERIALS OTHER THAN FOOD AND FIBER 


The situation with respect to tariffs on metals, minerals, petroleum, and other 
raw materials, except food and fiber products, is a special case in point. These 
materials are irreplaceable natural resources, which are destroyed in a single 
use and cannot be maintained or increased. In a troubled world it makes a great 
deal of sense to make as little inroad as possible on our natural supply of such 
materials. From a purely selfish national viewpoint, it would be better to import 
a maximum of-such materials while conserving the supply within our own bound- 
aries. However, within the framework of international economic cooperation, the 
wiser course would seem to be the establishment of a balanced drain on natural 
irreplaceable resources of the different countries. 

'stablishment of the International Raw Materials Reserve would be admirable 
for this task. In the absence of such an international agency, it would seem 
desirable to combine a United States national stockpiling program with the 
reduction and ultimate elimination of import duties and restrictions on metals, 
minerals, and petroleum, with a domestic program that will protect the legitimate 
interests of domestic producers. 
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PERTINENT PARAGRAPHS FROM NATIONAL FARMERS UNION PROGRAM 


Policies and objectives outlined in this statement are the outgrowth of demo- 
cratically considered and determined policies of National Farmers Union. In 
this connection, pertinent panera from the National Farmers Union program 
are being made a‘part of this statement for study and consideration by the 
committee. 


World affairs 


Farmers Union will continue to strive for the earliest possible attainment of a 
democratic world brotherhood of nations living at peace with one another in a 
United Nations that derives its just governmental powers directly from the people 
of the world and that provides the basis and opportunity for constantly increased 
production and improved living standards. 

The United States should give steadfast and increasing support to the United 
Nations as a place where differences between nations can be settled by democratic 
processes of conciliation, arbitration, and negotiation. We shall give full support 
to the rapid development of stronger international agencies and to democratic 
regional and functional groupings and unions of nations consistent with the 
United Nations charter and the Constitution of the United States. 


United States foreign policy 


The trend of world events has thrust the responsibilitv of world leadership on 
the United States. We reaffirm our support of United States efforts to assist in 
the expansion and strengthening of the productive capacity and living standards 
of democratic nations. We emphasize the great importance and decisive role 
that abundant United States food production can play in the implementation of 
these policies. In many areas better nutrition for low income people can be more 
potent than weapons of war. United States and United Nations programs of 
economic and technical assistance should be established separately from military 
programs. Until such time as a world brotherhood is fully established, we assert, 
also, the responsibility of a free democratic nation to protect itself and, through 
the United Nations, protect weaker nations against aggression. 


Expanding economy of abundance 


We assert our conviction that our aims and aspirations can only be attained in 
an expanding full employment economy. 


International food and raw materials reserve 

We urge establishment of an international agency to perform the following 
functions: 

(a) Prevent extreme price fluctuations in the international markets for food 
and other raw materials and encourage expanding production in order to meet the 
world’s increasing foodstuff and other raw material needs, both in terms of raising 
existing per person consumption and of future increased population; 

(6) Maintain gainful employment not only in agricultural production, but also 
in those industries supplying agriculture and engaged in the processing and dis- 
tribution of agricultural products and other raw materials; 

(c) Absorb temporary market surpluses of food and other raw materials; 

(d) Prevent famine and starvation; and 

(e) Provide for a self-financing operation through the orderly international 
exchange of raw materials and through the development of an international 
program of loans for raw material development, and for corollary economic 
development. 


International commodity agreements 


The international raw materials reserve should be buttressed and coupled 
with additional international commodity agreements similar to the International 
Wheat Agreement. 

We urge the extension of the International Wheat Agreement, when it expires, 
on a basis adapted to current conditions and related to an international farm 
parity index. 


Expanded use of abundant United States farm production for promotion of peace 

We urge immediate steps by the United States to make fullest possible use of 
abundant United States farm production to further the aims of United States 
foreign policy through establishment in Foreign Operations Administration of a 
farm trading post to be used as the operating arm of the United States Govern- 
ment to promote— 
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(a) The sale, barter, or loan of United States farm commodities for dollars, local 
currencies, or other commodities at the world price or below or as a donation to 
friendly foreign nations and to friendly peoples to promote economic development, 
to relieve famine and other emergencies and to relieve starvation and nakedness. 
__ (6) Foreign sale of exports at the world price through regular channels of trade, 
if possible, and preferably in connection with international commodity agreements. 
The difference between world price and the domestic support price would be made 
up by the United States Treasury, preferably by means of parity payments to 
producers, or if that is not done, through export subsidies. 

(c) Use donations of United States food to promote development of vocational 
training schools and other activities that will increase productive ability of the 
country involved. 

(d) Use, to the fullest extent possible, the voluntary foreign relief organizations 
so that United States food will actually reach those who need it, rather than those 
who could purchase it normally. 


Supplementary or competing imports of farm products 


Respecting imports of farm commodities that compete with domestic farm 
production, we favor adoption of policies that will give United States consumers 
an adequate supply at a fair price, preferably in connection with negotiated inter- 
national commodity agreements, with provisions for protecting 100-percent 
parity returns to family farmers. If this can be done in no better way, we shall 
support an automatic flexible tariff that will eliminate imports at prices less than 
100 percent of parity. 


Cost to be charged to foreign policy 


_ We are convinced that when American food and fiber are used to promote the 
aims of national policy, consumption expansion, civilian defense, national security, 
or United States foreign policy, the costs of such programs should be charged to 
those appropriations and not to farmers and farm programs. 


Foreign policy to promote permanent peace 


There are today two major obstacles to the attainment of true world brother- 
hood and permanent peace. One is the continued existence throughout the 
world of colonialism and other uncorrected and indefensible evils which provide 
the seedbed for agitation, uprising, and revolt. The other is the fact that the ~ 
rulers of the Soviet Union, inst of cooperating to end these conditions under 
free government, have revealed imperialistic world aims and a determination to 
exploit every wrong for their own imperialistic purposes. We must work to 
ease and ultimately to end starvation, exploitation, feudalism, dictatorships, bad 
land-tenure systems, discrimination, and all other injustices and threats to world 
peace. 


Universal disarmament 


We are convinced that the United States, while assisting and encouraging 
development of free world defensive strength, should take world leadership in 
trying to work out a foolproof means to universal disarmament including definite 
assurance of being able to become forewarned of breaches of disarmament agree- 
ments. 


International court of justice and police force 


We favor participation of the United States in an international court with an 
international police force with sufficient power to prevent aggression and bring 
the aggressors to trial. 


United Nations 


We urge full United States support of the United Nations and the specialized 
agencies such as the Food and Agricultural Organizations and World Health 
Organization. To that end we will support full appropriation of United States 
contributions to the support of these international agencies. 


Democratic world economic union 


Solution of the fundamental problems of our time requires the earliest possible 
establishment of an economic union of the democratic nations consistent with the 
United States Declaration of Independence and the Constitution and its Bill of 
Rights. Any nation that will accept democratic principles, conduct free demo- 
cratic elections, and abide by the laws enacted by the governing body of such a 
union should be eligible for membership. These laws would direct the adminis- 
trative agencies of the union to establish and carry out programs to vastly speed 
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up economic development and improved productivity of human labor and land 
and water resources; and to eliminate progress-retarding and opportunity- 
denying legal and institutional arrangements. 


Economic development 


We reaffirm our support for United States efforts to assist in the development 
of a coordinated program of aid to relieve hunger and suffering, and for expansion 
and strengthening of the national economies of the democratic nations in ways 
that will not destroy the principle of self-determination of people. The United 
States should help these nations to develop economic conditions that will— 

(a) Create an international community of economic effort for common pur- 
poses, avoiding the extremes of either forcing unwanted policies on others as a 
condition of our help, or of undertaking actions ourselves in the absence of appro- 
priate efforts in the countries that participate; 

(b) Promote material well-being and allow employment, production, trade, and 
investment in ways that will enrich human life and eliminate economic weak- 
nesses that threaten political stability and invite totalitarian imperialism; 

(c) Afford all democratic nations increasing opportunities for economic growth 
and improving standards of living in ways that will operate so that economic 
gains are distributed equitably within countries; and 

(d) Attract peoples and governments toward the democratic system of political 
freedom. 

To attain these objectives we support continued international economic nego- 
tiation; increased United States contributions to the specialized agencies, such as 
the Food and Agriculture Organization, and expansion of United States foreign 
economic assistance and of the program by which our advanced technological 
knowledge and farm know-how is made available to other nations to assist them 
to increase the efficiency of production and marketing and to improve their agri- 
cultural land-tenure systems, eliminate colonialism, and reform economic and 
social structures. 


Industrial imports and exports 


We see no reason why other domestic producers of exported and imported 
commodities should not be accorded the same treatment we have recommended 
in the farm sphere. We feel that in certain instances, particularly in case of 
metals, minerals, petroleum, and other irreplaceable natural resources, it would be 
better public policy for the Government to buy up and preserve the reserves and 
capital investment of domestic private owners and allow imports to come in 
unrestricted. 


ae States customs simplification and extension of Reciprocal Trade Agreements 
et 

We favor further simplification of customs procedures and negotiated tariff 
reduction consistent with the principles enumerated above. 

International Federation of Agricultural Producers 

We support the continued membership of National Farmers Union in the 
International Federation of Agricultural Producers, an international organization 
of national farm organizations. ; 

Mr. Baker. Then, I would wish to make a brief oral summary. 

The CHarRMAN. You may proceed. 

Mr. Baker. Faced with the problems of tariffs, low productivity, 
dollar shortages, embargoes, and other problems restricting sale of 
United States farm products in other countries, the United States can 
take the road of abundance or the road of scarcity. There are two 
kinds of scarcity roads: 

1. Economic isolation or go it alone; and 

2. Exclusive reliance upon cartel-dominated “free trade.’’ 

The United States can go it alone. American markets for American 
goods. Hold out competing imports; give up foreign markets for 
United States production. 

The United States farmer would have to shift 50 million acres now 
producing wheat, cotton, tobacco, rice, corn, soybeans, apples, and 
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other commodities into production of something else that could be 
sold in the United States. 

Large segments of United States industrial production would have 
to shut down, lay off workers, reduce consumer demand in United 
States for farm commodities for lack of raw materials and lack of 
foreign markets. 

United States farmers’ cost of production and consumers’ cost of 
living would rise owing to not being able to buy imported goods. 

Entire free world, including United States, production and living 
standards would be reduced. ‘Stomach communism” in many areas 
of the world would be promoted. A Fortress America would become 
inevitable. 

If we want this, if we want to go it alone it can be done with pre- 
clusive protective embargoes and tariffs against imports; expansion of 
“Buy American” policies; refusal to support U. N. and FAO; and 
stopping United States economic aid to nations of the free world. 
That is the shortsighted isolationist point of view. 

The other road to scarcity is to rely exclusively upon cartel- 
dominated “‘free’’ international trade. 

We can do this by repealing our tariffs, abolishing our embargoes 
against competing imports, such as sugar, wool, feed grains, barley, 
and dairy products; stopping United States economic aid to other 
countries; abolishing the United States Export-Import Bank, the 
International Wheat Agreement, pulling out of World Bank and 
International Monetary Fund, refuse to renew reciprocal trade agree- 
ment, repeal section 22 and the escape clause. 

International trade would then be dominated by international 
private cartels, huge international trade monopolies. Only the farm- 
ers and other raw material producers of the world would enjoy the 
fruits of “competition.” 

Foreign countries could not be expected to greatly reduce their 

overnment restrictions on trade and currency exchange. United 
States producers would be “‘set free” in an administered-price market 
dominated by foreign government regulation and international private 
cartels. Selling prices received by United States producers could be 
uncertain and artificially low. Buying prices paid by United States 
consumers would be uncertain and artificially high. 

The world price of farm commodities and other raw materials such 
as tin, rubber, and iron ore, would fluctuate greatly from month to 
month and year to year. This would discourage productive invest- 
ments and retard free world economic expansion. 

Again, this would bring about conditions conducive to the spread 
of stomach communism. 

Free world living standards and economic growth would be reduced. 
Quite frankly, Mr. Chairman, we are opposed to this approach, which 
appears to be the road being followed by the Eisenhower adminis- 
tration. 

Neither of these scarcity roads is the right road. Both lead to the 
garrison state. If the United States wants to follow Sparta to the 
junk heap of history, we can do it by taking either of the scarcity 
roads I have just outlined. 

The road to abundance is through negotiated international regula- 
tion of expanded international exchange of materials, greater inter- 
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national economic cooperation and coordination, preferably through 
international agreements and agencies comprised of many nations. 

These include negotiations and establishment of (1) a world eco- 
nomic development agency; (2) additional international commodity 
agreements such as the International Wheat Agreement for each and 
every raw material that enters importantly into international trade; 
(3) renewal of reciprocal trade agreement; (4) ratification of a GATT 
truly consistent with these principles; and (5) the proposed interna- 
tional food and raw materials reserve. 

If these things are done, this would encourage investments; stabilize 
markets; promote increased production in all countries; reduce and 
ultimately eliminate famines, chronic undernutrition, low living stand- 
ards; and, make possible the use of abundant United States food 
supplies to aid in establishment in the lesser developed areas of the 
world a system of public schools for every child. 

A serious gap now exists in present United States laws and inter- 
national agreements. 

There are now no programs to cushion the shock upon domestic 
manufacturing and mining industries harmed by reduced trade barriers. 

There is no provision for international handling of interrelated 
financial and commodity market problems. The result is that the 
United States with only 7 percent of the world’s people and 30 percent 
of the world’s resources but doing 74 percent of the world’s manu- 
facturing is chewing up our resources very rapidly and we do not yet 
have a stabilized source of supply from beyond our borders. More- 
over, raw materials producing nations are still subject to wild ups and 
downs in the world raw materials markets and monetary exchanges. 

To fill this gap we urge establishment of an international food and 
raw materials reserve. Through the administrative machinery of an 
international food and raw materials reserve the stabilized prices of 
each raw material that enters importantly into international trade 
would be negotiated and agreed upon. The reserve would then stand 
ready at all times to buy at the agreed upon stabilized price and would 
stand ready to sell such commodities at the stabilized price. 

We have considerable sympathetic understanding of the foreboding 
of the domestic groups such as bituminous coal, lead, zinc, and the 
others who look with disfavor on any tendency to put our Nation 
and these industries exclusively upon the cartel-dominated so-called 
free international trade. Involved are laboring skills developed over 
a lifetime, capital investments that may represent savings of several 
lifetimes, and entire communities, churches or local governments. 
These values of our society must be protected not only in the United 
States but in other nations. 

Therefore, we cannot support the international cartelist approach 
to this problem. 

Neither farmers nor coal miners nor any other specific group in 
the country should be required to pay the cost of greater international 
trade. We need the great international trade, sir, and the cost should 
be paid by the entire Nation and not by a specific group. 

Mr. Jenkins. Mr. Chairman? 

The CxHarrman. I understand Mr. Jenkins is having difficulty 
following the statement. The witness was granted permission at the 
beginning to insert his statement into the record, and he said he would 
refer to only parts of it in his presentation. 
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You may proceed, Mr. Baker. 

Mr. Baker. To protect these domestic values, in a framework that 
will encourage greater not less international trade, we feel, requires 
several other phases of a complete foreign trade policy in addition to 
the renewal of the trade agreements extension: 

1. Establishment of an international food and raw materials reserve 
as outlined above; 

2. Negotiation and establishment of additional international 
commodity agreements; 

3. Further simplification of customs procedures; 

4. A domestic United States program involving unemployment 
payments, vocational retraining, capital retirement, and readjustment 
laws for domestic industry handicapped by lowered trade barriers; 

5. A 100 percent of parity farm price support program that utilizes 
a safety reserve to maintain needed stocks and Seothechien payments 
as the method of supporting farmers’ returns. 

In this context of an intelligently broad foreign economic policy, 
and believing that such policy will very soon be adopted by this 
Nation, we therefore recommend renewal of the Trade Agreements 
Act extension permanently or for a long number of years, with the 
peril-point clause omitted and with the so-called escape clause 
preserved. 

That completes my summary statement, Mr. Chairman. 

The Cuarrman. That completes your statement, did you say? 

Mr. Baker. Yes, sir. 

The CuarrMan. Are there any questions? 

If not, we thank you for your appearance and the helpful information 
given the committee. 

Mr. Baker. Thank you for the time, Mr. Chairman, and the 
courtesy. 

The CuHarrman. The next witness appearing on the calendar is 
Mr. Charles B. Shuman, president, American Farm Bureau Federation. 

Mr. Mason. Mr. Chairman, before Mr. Shuman testifies, I want 
to announce to the world that when the National Farm Bureau 
wanted a leader, a Moses to lead us out of the wilderness, they came 
to Illinois and selected Mr. Shuman. 

The CHarrMAN. We appreciate that statement. 

We have had the pleasure of welcoming your distinguished prede- 
cessors here many times. We are extending you a very cordial wel- 
come. We are glad to have you present, Mr. Shuman. Will you 
kindly follow the usual custom of giving your name, address, and 
the capacity in which you appear, for the record? You are now 
recognized and may present your prepared statement without inter- 
ruption. 


STATEMENT OF CHARLES B. SHUMAN, PRESIDENT OF THE 
AMERICAN FARM BUREAU FEDERATION 


Mr. SHuman. My name is Charles B. Shuman, president of the 
American Farm Bureau Federation. I appreciate the opportunity 
to present the views of the American Farm Bureau Federation with 
regard to Reciprocal Trade Agreements Act. The Farm Bureau is a 

eneral farm organization, representing 1,609,461 farm family mem- 
Cane in 48 States and Puerto Rico. In order to save time of the 
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committee we would like to insert into the record the complete text 
of Farm Bureau policies on international affairs and international 
trade. 


The CHartRMAN. Without objection it is so ordered. 
(The matter referred to follows:) 


AppENpDIx II 


Extract From AmMerRIcAN Farm Bureau FEDERATION Po.ictEs For 1955, 
ADOPTED BY THE OFFICIAL VOTING DELEGATES OF THE MEMBER STATE ORGAN- 
IZATIONS AT THE 36TH ANNUAL CONVENTION IN NEw YorK ON DrceMBeER 16, 
1954 


INTERNATIONAL AFFAIRS 


The challenge to America is to exert the necessary leadership for successfully 
directing its capabilities to the maintenance of freedom and peace. The United 
States must demonstrate to the werld that a dynamic, expanding, competitive 
capitalism is a major factor contributing to the more abundant life that pecple 
everyv here are seeking. For an economy to be dynamic and expanding, goods 
and capital must flow freely. This requires world trade and world investment, 
with governments encouraging private investment and stimulating trade as an 
outlet for the increasing productivity of the world’s farms and factories. This 
appioach requires systematic abandonment of pclicies directed toward restriction 
of the production and distribution of goods and services throughout the world. 

The American people are directing great effcrts toward the preservation of 
freedom and the expansion of the resources ef free people. Security of naticns 
depends to a great extent on long-term economic and defense arrangements with 
an increasing number of strong dependable allies. The highly developed and 
underdeveloped nations can be held together best if they are all made mutually 
benefiting partners of an expanding free world economy. The need to create 
pov erful cohesive forces among nations has never been more urgent. 

Markets are magnets for the allegiance of people. Expansion of mutually 
beneficial trade requires new mechanisms—new superhighways for world ccm- 
merce. 

INTERNATIONAL TRADE 


The expansion of international trade on a mutually advantageous basis is of 
vital importance to the prosperity and security of the United State and cocperav- 
ing naticns. Our national welfare is so much affected by what happens in the 
international field that we cannot afford to continue to deal piecemeal and on 
an un*elated basis with trade policies, foreign investments, technical assistance, 
and international defense measu’es. 

The maintenance of a high standard of living in the United States is dependent 
to a large degree on a high level of imports and exports. 

One of the most important tasks facing the United States in the field of foreign 
economic relations is to balance the dcmestic economy by increasing the volume 
of exports of agricultural products through sound foreign-trade relationships. 
Congress and the executive departments of Government should (1) establish a 
clear-cut, long-range policy on foreign economic relations and trade which includes 
the export and sale through private trade of the maximum quantities of farm 
products, and (2) consistently maintain that policy. 


EXPORTS OF FARM PRODUCTS 


The prosperity of American agriculture is greatly dependent upon the main- 
tenance of a high level of United States agricultural exports. Loss of export 
markets has resulted in increasing agricultural surpluses and has contributed to 
declines in farm income. A large portion of the acres diverted from basic com- 
modities has been made necessary by our loss of export markets. 

To expand export markets for farm preducts ve must be prepared to deliver 
quality products, competitively priced and vigorously merchandised in markets 
where customers have the ability and continuous opportunity te earn dollars 
to pay for these products. 


57600—55—pt. 1——34 
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Quality products are essential 


United States farm products should be known around the world for their high 
quality. Even a few cases where low quality, adulterated agricultural commodi- 
ties are exported will cause potential customers to look elsewhere for higher 
quality commodities. We therefore recommend action te improve the quality of 
United States farm products exported, including regulations, procedures, and 
trade practices. Our sales practices and policies should provide foreign buyers 


the opportunity to buy the kind and grades of agricultural commodities that 
they want. 


Competitive pricing 


United States farm products must be competitively priced to encourage vigorous 
merchandising by private traders. Full implementation of the Agricultural Act 
of 1954 will progressively improve the competitive position of United States farm 
products in foreign markets. Meanwhile the Commodity Credit Corporation 
should encourage the movement of surplus commodities directly into world trade 
through private trade channels whenever possible before they become the property 
of the Government. 

Government-owned farm products should be priced at points of storage as well 
as f. o. b. ports in order to facilitate merchandising. The requirement that 
traders exporting private stocks under certain Government programs must pur- 
chase an equal quantity from CCC impedes trade and should be eliminated. We 
urge immediate and thorough consideration of measures to achieve competitive 
prices for surplus farm products. 

We oppose cargo preferences to United States flag ships which impair the 
competitive sale of United States farm products in foreign markets. 


Vigorous merchandising 


All Government pricing and other policies should encourage maximum use of 
the great resources and facilities of private traders to sell United States farm 
products throughout the world. Market information, credit, and services of 
the Departments of Agriculture, State, and Commerce should be geared to aiding 
in the export of agricultural commodities. We urge that agricultural colleges 
and the Agricultural Research Administration cooperate on research to improve 
the handling, shipment, use, and marketing of farm products in foreign markets. 

The agricultural attachés are in a position to provide valuable assistance to 
developing exports. They can provide essential marketing services. We recom- 
mend adequate financial support for the Foreign Agricultural Service to enable 
it to attract competent personnel and allow sufficient funds to enable them to do 
their job in all important foreign markets. This will greatly facilitate the col- 
lecting, evaluating, and disseminating agricultural information and service to 
those interested in the export of agricultural commodities. 

We recommend that United States farm products be offered for sale in world 
markets without regard to destination whenever it will advance the welfare and 
freedoms of the people of the United States. A concerted effort is needed to get 
the facts concerning United States surplus agricultural commodities into proper 
focus in the eyes of foreign buyers. Buyers and traders of United States farm 
products must be protected from actual or threatened giveaway programs. 


Customers’ ability to buy 


Foreign customers must have the ability and continuous opportunity to earn 
dollars to buy United States agricultural and industrial products. Most devel- 
oped countries have the ability, or could themselves develop the ability, to pay 
for increasing imports. Some underdeveloped countries need capital and technical 
assistance to expand their ability to buy increased imports. The United States 
should exert leadership to enlist the cooperation of other nations in providing 
credit and technical assistance to accelerate the expansion of world trade. 

The United States Government should make clear that primary reliance must 
be placed on private investment to assist economic development abroad. It 
should be made clear that United States resources for public loans are limited 
and inadequate in relation to total needs, and that public lending is a poor 
substitute for private investment. 

The United States Government can and should give full diplomatic support to 
the acceptance and understanding abroad of the principles underlying the creation 
of a climate conducive to private foreign investment. 

Consideration should be given to the corporate tax rate on income from invest- 
ments abroad and comparable treatment to individuals who invest abroad. 
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Technical assistance—We favor the continuation and improvement of the 
technical-assistance program as an important part of our foreign policy. This 
program should be designed to offer friendly nations technical training and 
demonstrational services. It should not be another program for the extension of 
economic grant aid. 

Technical assistance should be offered to underdeveloped countries to help 
them increase their production and purchasing power and thereby become 
participants in an expanding free world economy. 

Greater emphasis should be given to the development of resources and industries, 
particularly those which complement the economies of other nations, instead of 
giving primary emphasis to agricultural development. 

Substitute trade for aid —We believe that economic aid on a grant basis seldom 
accomplishes its intended purpose, but instead tends to weaken our economy as 
well as that of the recipient, and often diminishes United States prestige abroad. 
Except in disasters, we recommend that monetary grants be replaced by loans 
which assure the opportunity to repay the United States in goods or services. 
These loans should be made through banking institutions on a sound basis with 
provisions to repay in goods which complement our economy, or in goods or 
services which would otherwise require United States dollar appropriations. 

Sales for foreign currency.—The Secretary of Agriculture should authorize the 
sale and export of farm products through private trade channels, under limitations 
determined by him, in exchange for foreign currencies. These foreign currencies 
should be used by the Export-Import Bank as a revolving fund for expanding 
international trade and for short-term loans for economic development until 
their value can be returned to the United States in dollars, or materials com- 
plementary to the economy of the United States, or for payment of our obligations 
abroad. These foreign currencies should not be used to supplement foreign-aid 
programs in ways not authorized by Congress. The use of currencies should 
emphasize the building of continuous foreign markets on a sound basis. 

We believe that a substantial part of the frozen assets of CCC can be converted 
into working assets needed to increase the ability of foreign countries to earn 
foreign exchange. We recommend that the authority to sell surpluses for foreign 
currency be expanded, so long as the currencies can be used for constructive 
purposes. 

Reduction of trade barriers—The stability of our trade policies, the level of 
tariffs, customs procedures, ‘‘Buy American”’ rules, policies on stockpiling stretegic 
materials, and purchases abroad all affect the opportunity of customer nations to 
earn dollars. In order to increase and continue the opportunity for customer 
nations to earn dollars with which to pay for United States products, we recom- 
mend that the United States use its leadership to bring about realistic trade agree- 
ments and trade arrangements among free nations to reduce trade barriers progres- 
sively and to expand mutually advantageous private trade. 

For this purpose the United States should— 

(1) Extend the Reciprocal Trade Agreements Act for 4 years to authorize 
the President to negotiate trade agreements involving reduction of United 
States tariffs and import restrictions, with special emphasis on excessive industrial 
tariffs and on items with duties in excess of 25 percent ad valorem, in return 
for concessions from other countries with respect to tariffs, import quotas, 
exchange controls, and other trade barriers. We favor the continuation of 
the escape clause. 

(2) Offer more stability in tariff rates and customs for reasonable periods 
in return for comparable reciprocal benefits. 

(3) Require the President and Tariff Commission to take into consideration 
the national welfare and the international trade interests of the United 
States. 

(4) Eliminate legislation and regulations which require ‘‘Buy American.”’ 

(5) Enact legislation to further revise and simplify United States customs 
laws, regulations, and procedures. 

(6) Participate in international negotiations for reductions in trade 
barriers, to develop sound principles of international trade, to bring about 
the elimination of unfair or discriminatory trade practices, and to develop 
measures of international cooperation for the expansion of trade. 

(7) Insist that other nations live up to the spirit of their commitments 
under reciprocal trade agreements if they are to receive the concessions already 
made by the United States. 

Stockpiling strategic materials.—High United States standards of living and 
military security both require increasing quantities of basic materials such as 
Manganese and chromium. The United States is increasingly dependent on 
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imports for these critical supplies. Many of the underdeveloped countries have 
vast reserves of these materials. 

The United States should enter into long-term agreements to purchase basic 
materials to greatly expand our national security reserves. These security stock- 
piles should be isolated from normal domestic requirements and used only in case 
of a national emergency. ) 

Such a program would not only contribute to the economic and political stability 
and purchasing power of friendly countries, but it would also further the security 
and economic welfare of the United States and contribute to expanding trade. 

Increase tourists’ allowance —We recommend that the present customs regula- 
tions for American citizens reentering the country be changed to permit an 
exemption of $1,000 instead of the present $500 on goods purchased abroad for 
personal use. 

Foreign military aid.—Foreign military aid should assist our allies to build up 
their own defense resources rather than to supply military goods produced in 
the United States. The dispersion of the vast expenditures for defense among 
cooperating nations will not only provide purchasing power in the hands of other 
nations but will also avoid undue concentration of defense production in the 
United States, which tends to unbalance our own economy and encourages allies 
to let us carry an increasing burden for the common defense. 


INTERNATIONAL COOPERATION 


Mutually profitable expanding trade is the most important cohesive force for 
peace among nations. Implementation of the foregoing recommendations will go 
far to increase that force. We recommend the promotion of unity among all 
nations who seek to create or maintain freedom and peace. 


United Nations 


The United Nations is a force for world peace. Though it has failed to solve 
some problems, it has succeeded in solving others. Where there is discussion, 
there is hope. 

We favor continued financial support of the United Nations and its specialized 
agencies. However, we insist that these funds be allocated to the specialized 
agencies in a manner similar to that now being used and that the funds and 
program be administered on a decentralized basis. We oppose centralizing the 
use and administration of funds for specialized agencies in the United Nations. 


Atoms for peace 


We support efforts to secure an agreement for an effective plan for international 
control and use of atomic energy for peaceful purposes. We urge the President 
and Congress to continue to work for satisfactory, political, economic, and social 
relationships between all nations thereby leading toward universal disarmament 
with adequate safeguards and inspections to determine compliance. 


International exchange of farm people 


An international exchange of farm people is of great value in furthering inter- 
national understanding, goodwill, and the exchange of improved techniques in 
agriculture and farm organizations. Such a program is now in operation by the 
American Farm Bureau Federation. We urge maximum participation by State 
farm bureaus in this program. 


International producer trade conference 


In a number of instances farm bureau has successfully sponsored international 
trade conferences of agricultural producers. Such conferences have resulted in a 
mutually satisfactory settlement of specific problems without government inter- 
vention or legislation. Therefore we recommend that this type of conference be 
held whenever advisable. 


International Federation of Agricultural Producers 


The International Federation of Agricultural Producers can perform a useful 
function in furthering mutual understanding, cooperation, and good will among 
free farmer organizations. It constitutes a forum for representatives of farm 
people to discuss their problems, and to further international cooperation in the 
solution of these problems. It offers a means whereby farm organizations can 
cooperate in efforts to increase the effective demand for agricultural products 
and the expansion of trade throughout the world. The efforts of the Inter- 
national Federation of Agricultural Producers should be focused on these objec- 
tives which we support. 
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The Associated Country Women of the World 


The Associated Country Women of the World constitutes a forum for the 
discussion of production and distribution of food and fiber; conservation of soils; 
interrelated interests of nations; basic economics, and spiritual concepts. At a 
time when opposing philosophies are contending for the minds of all persons, it is 
essential that the women of the world have an opportunity to build understanding 
and friendship. The ACWW is the only international nongovernmental organ- 


ization of farm women. We urge farm bureau women to participate actively in 
this program. 


Mr. SHuman. Also, at the appropriate place in the record, we 
would like to insert some examples of restrictions imposed by other 
countries that reduce our ability to export. 

The CuarrMan. Without objection it will be so ordered. 

(The matter referred to follows:) 


APPENDIX I 


RESTRICTICNS TO EXPANDING INTERNATIONAL TRADE Wuicu SHouLD Bg 
Repucep UNDER THE REcIPROCAL TRADE AGREEMENTS PROGRAM 


Particularly since the war a great many restrictions have beep imposed by 
governments to limit international trade. These restrictions apply, of course, 
to industrial and agricultural products, and the authority contained in H. R. 1 
is needed to remove them from both. However, I shall again limit my observa- 
tions and examples to the areas with which we are most familiar—those affecting 
international trade in farm products. 


I, IMPORT LICENSING AND QUOTAS 


Heading the list of restrictions to international trade is import licensing and 
quotas. Three-fourth of agricultural exports go to the so-called soft-currency 
nations who use import licensing and impose import quotas. There are a variety 
of reasons for the use of these practices. They are imposed (a) to protect domestic 
producers; (b) to conserve certain foreign currencies, particularly dollars; (c) to 
promote markets for home products; (d) to balance trade with important market- 
ing areas; and (e) to attain predetermined desirable levels of foreign exchange 
reserves. American dollars are one of the hardest and therefore one of the 
scarcest currencies in international exchange. The dollar shortage, including a 
need to establish adequate dollar reserves, is the principal basis given by countries 
for imposing import quotas. Therefore, the imposition of import quotas by 
foreign countries has been the principal limitation on the exports of United 
States products. 

2. IMPORT DUTIES AND TAXES 


Import duties are the traditional restrictions to trade. They are imposed for 
the purpose of protecting certain domestic producers from competition from 
abroad. Many duties in effect today are of such an amount as to increase the 
price in consuming countries to a point that either restricts or destroys the 
market. For example, one country has an import tax on dried skim milk which 
has the effect of doubling the price to the consumers. It makes dried skim milk 
so high that we have little opportunity to expand a market in that country, even 
though the need is great. 

3. CUSTOMS PROCEDURES 


Customs procedures are needed to account for imports and to evaluate them 
as a basis for imposing duties. Customs procedures designed to facilitate this 
work are essential. Unfortunately, these procedures are often rigged so as to 
provide additional hinderances to imports. 


4. HEALTH AND SANITARY RESTRICTIONS 


It is only logical that a nation control imports to make sure that they do not 
bring in injurious products or introduce plant or animal diseases. However, 
these provisions are also used by protectionists groups to add unnecessary 
impediments to imports over and above the duties and taxes. 
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5. FOREIGN EXCHANGE MANIPULATIONS 


Many countries resort to the manipulation of the rates of exchange between 
their own currency and others in order to profit on imports, to increase the com- 
petitive advantage of their exports or as a device for protecting domestic pro- 
ducers, depending upon the administrative policies of the government. 


6. GOVERNMENT AND QUASI-GOVERNMENT EXPORT AND IMPORT MONOPOLIES 


In many countries, governments operate import and export monopolies. In 
the case of export monopolies they determine export prices, the rates of exchange 
on various currencies, and other practices which promote their national interests. 
We are particularly conscious of this in American agriculture. Practically all 
major competing exporting countries of all major farm products entering foreign 
markets operate such export monopolies. The United States is hard pressed to 
find ways of marketing farm products in foreign markets in competition with 
these monopoly practices of other nations. The problem is further complicated 
by the fact that so long as certain United States farm products are priced above 
market levels, the CCC becomes the sole buyer for these products for export. 
In these cases the United States indulges in monopolistic practices similar to 
those of other countries. On the other hand, many American products are 
priced competitively in world markets. Yet the exporters of these products are 
placed at a disadvantage by the operations of competing monopoly exporters and 
further by monopoly importers. 


7. PRIVATE CAPITAL DISCOURAGED 


The flow of private capital is an essential prerequisite to expanding international 
trade and to improve the United States balance of payments. Many countries 
impose restrictions and handicaps on foreign investment which discourages its 
flow. 

The seven points above constitute the major restrictions to expanding inter- 
national trade among nations. These restrictions are all restrictions imposed 
on trade by governments. They are restrictions which limit the exports of 
United States industrial and farm products. They result in contraction of the 
most efficient industries, they result in enforced contraction of the most efficient 
agricultural production. 

Therefore, one part of the foreign-trade program supported by the American 
Farm Bureau Federation is to authorize the President of the United States to 
negotiate with foreign governments to reduce or eliminate these restrictions 
imposed against United States products. Along with this authority the President 
must be given some trading stock in the form of United States trade concessions. 

We believe that enactment of H. R. 1 would give the President the authority to 
negotiate agreements which will result in expanding mutually profitable trade 
and in increasing exports of industrial and farm products and still give reasonable 
protection to domestic industrial and agricultural producers from disruptive 


rates of increased imports. 

Mr. Suuman. This statement will deal primarily with the parts of 
our policy resolution which relate directly to the expansion of inter- 
national trade through the reciprocal trade agreements program. We 
would like to emphasize the following points: 

An expanding international trade is important to our own national 
security. 

An expanding international trade is important to our national 
prosperity. 

An expanding trade is necessary to agricultural prosperity. 

We will also make specific recommendations for improvements in 
myR: 1. 

Importance of expanding international trade to our national 
security. 

In the formulation of national policies our security interests, the 
preservation of our freedom and the prosperity of the Nation as a 
whole must be given major consideration. The foreign-trade policy, 
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partially implemented through the reciprocal trade agreements pro- 
gram, is a major national policy with important and far-reaching 
effects. Our national security can best be maintained with an 
increasing number of allies, each with increasing strength. An 
expanding and mutually profitable trade among nations promotes 
national security by creating bonds among nations based on healthy 
economic self-interest. 

The President’s budget message on Monday, January 17, proposed 
$40 billion, 65 percent of the total budget, for national security. It 
is only commonsense and good business that all national policies 
should reinforce this national security effort not only to avoid waste 
but more important, to assure that we achieve security. An expand- 
ing and mutually profitable international trade will reinforce our 
national security program. 

An extension of the Reciprocal Trade Agreements Act, with the 
authority that would be given to the President by H. R. 1, is an im- 
portant measure for expanding international trade to accomplish this 
objective. 

International trade bears on our national security at many points. 
Some of these have been discussed by Government witnesses. We 
would like to expand on this aspect of trade in the field with which 
we are most familiar—food and fiber. 

The nations with whom it is important for the United States to 
join in mutual security efforts fall roughly into two groups. These 
are highly industralized nations like Japan and the countries of 
Western Europe. Taken together, these nations need to import 
about one-third of their food, all of their cotton, and most of their 
raw materials. These import requirements are increasing because of 
population growth, rising standards of living, and exhaustion of their 
own raw materials. 

They must export not only to pay for these imports but to maintain 
employment. If they are unable to buy these agriculture products 
and industrial raw materials in the free world and pay for them with 
their exports, they will be forced to orient their economies increasingly 
to Communist countries. 

Another group of countries includes less developed, less industralized 
but populous countries of Asia, Africa and South America. Many of 
these countries are rich in basic resources, industrial raw materials 
and agricultural products which are needed to complement the 
economies of the more industrialized nations including the United 
States. The populations are underfed, underclothed and generally in 
need for the food, fiber and the industrial products available for 
export from other countries. 

It seems to us that our national security can best be served by the 
United States joining with both groups of nations to support both 
national security and economic development, on the one hand, 
and to deny these same resources to unfriendly powers on the other. 
Expanding the flow of goods and capital among all of these nations is 
a national security “must” to reinforce the immense military 
expenditures. 

In the long run, expanding the flow of goods and capital among 
nations may be more important to our security effort than military 
expenditures. 
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Importance of expanding international trade to our national 
prosperity. 

All other aspects of international trade should be subordinate to 
national security. Nevertheless, there are important economic reasons 
for expanding international trade. These are largely based on the 
economic self-interest of the United States. 

In 1953, over 58 percent of our imports consisted of raw materials; 
another 30 percent consisted of food and fiber which we do not pro- 
duce or produce in insufficient quantities such as coffee, tea, bananas, 
wool, and sugar. Increasing standards of living and industrializa- 
tion, and exhaustion of our own raw materials, are creating economic 
pressures to increase these imports. Economic development of the 
countries described above is important to provide an increasing sup- 
ply of these products. Capital must flow from the developed to the 
underdeveloped countries in order to create the basis for expanding 
mutually profitable trade. The authority proposed for the President 
in H. R. 1 would enable him to work out better trade arrangements 
and provide a better climate for foreign investment. 

Semifinished and finished products imported into the United States 
amount to only 12 percent of our imports. However, such imports 
improve our standards of living. 

The following example illustrates how two countries benefit from 
the exchange of goods. The Swiss could produce their own lard but 
it would be costly to the consumers and unprofitable to the producers. 
The United States can produce lard more efficiently than any other 
country in the world. The Swiss know this and, therefore, under the 
Trade Agreement of 1936, buy 90 percent of their lard from the 
United States and seek to pay for it with products which they pro- 
duce more efficiently than we. Imports of these types of products 
are important to our standard of living and important to our national 
security. 

T Ctoul of our total imports determines the level of exports for 
which we can be paid. For the most part, United States exports are 
products which the United States can produce more efficiently than 
other nations. Industrial machinery that is produced at lower cost, 
quality considered, moves into export markets. 

In 1952, 23 percent of our tractors, 22 percent of our textile ma- 
chinery, 17 percent of our printing machinery, 16 percent of our 
trucks and buses, 13 percent of our refrigerators, 13 percent of diesel 
engines, and 12 percent of agricultural machinery was exported. We 
exported chemicals and pharmaceuticals in large volumes, including 
38 percent of DDT production, 38 percent of penicillin, and 17 per- 
cent of dyes. We exported 9 percent of our cotton textiles, printed 
cotton and a large volume of our iron and steel products. These 
exports improved the standards of living of those who produced them 
and those who bought them. 

This is also true of the farm products we produce for export. Our 
wheat, cotton, tobacco, soybeans, feed grains, rice, and animal by- 
products, and certain fruits and other products are among the most 
efficiently produced in the world. Our exports of farm products have 
run as high as $4 billion in 1951-52. They accounted for roughly 
one-third of our production of wheat, cotton, rice, and soybeans. 
This provided a market for the produce of more than 1 out of each 
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10 acres of cropland. This amount was equal to $1,000 for each 
commercialfarm. Total farm exports have dropped nearly 30 percent. 

We have made great efforts to adjust our production to lower 
demands. Our prices have dropped. We have imposed income 
reducing production controls on wheat, cotton, corn, peanuts, tobacco 
and rice. Despite these efforts, the Government has accumulated 
over $6.5 billion worth of surpluses. Faster adjustments would 
require a regimentation on American farms which would endanger 
our freedom. 

We are expanding our domestic markets. We must expand our 
foreign markets. 

To maintain a prosperous agriculture, we need export markets of 
around $4 billion per year at present prices. We have the capacity to 
supply an even larger foreign demand. 

We think our foreign economic policies should be geared to these 
export needs. Enactment of H. R. 1 is an important step to gear up 
to thisneed. At the appropriate time, we shall present to the Congress 
recommendations for further steps to expand trade. 

We would like to add a comment on the implementation of the act. 
Agriculture should not be called on to bear a disproportionate share of 
the tariff concessions that are needed to enable the United States to 
achieve a needed expansion in exports. Effective agricultural tariffs 
have been reduced across the board. Big tariff cuts have been made 
in wool, sugar, hams, bacons and the like. After 20 years agriculture 
finds itself in a position with competitive imports equal to 5.3 percent 
of the domestic production of imported products while competitive 
industrial imports, comparably measured, amount to 1.6 percent. 
Competitive agricultural imports are three times higher than com- 
petitive industrial imports, on a relative basis. 

The reciprocal trade agreements program is an important aid to the 
entire American economy. It enables foreign buyers to earn dollar 
exchange by exporting products which they produce more efficiently 
and use those dollars to buy products which the United States pro- 
duces more efficiently. The trade is mutually profitable. Most of 
our efficient livestock farmers could produce their own fruits and 
vegetables but it is more profitable for them to buy them and devote 
their resources to the production of what they produce most efficiently. 
This is the basic principle of trade without regard to national 
boundaries. 

H. R. 1 would give the President authority under which he could 
reduce the restrictions on trade and thereby facilitate expansion of the 
exports of products we produce most efficiently and most profitably 
in exchange for reciprocal concessions on products which we produce 
less efficiently. The United States would gain not only through the 
expansion of profitable exports, but by imports which improve United 
States standards of living. 

We believe that H. R. 1 is a well-balanced piece of legislation. It 
provides not only the authority needed to expand trade but also 
provides desirable safeguards through application of the peril-point 
procedures, and through continuation of the escape clause and section 
22 to protect domestic producers and the operation of domestic farm 
programs from disruptive rates of increase in imports. 
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AMERICAN FARM BUREAU FEDERATION RECOMMENDATIONS. ON H. R. 1 


We recommend the enactment of H. R. 1 with the following changes 
which we believe would improve and strengthen our trade agreements 
program: 

1. Increase stability by extending authority for 4 years. 

On page 1, section II, beginning on line 9, we recommend that 
1958” be changed to “1959.” The policies of the American Farm 
Bureau Federation specifically recommend that the United States 
should ‘‘offer more stability in tariff rates and customs for reasonable 
periods in return for comparable reciprocal benefits.” Stability in 
tariffs, quotas, and customs regulations is necessary if private traders 
are to build markets. United States policies and programs should 
attempt to give this stability and we should insist that other countries 
give our exporters similar treatment. We believe that the extension 
of the Reciprocal Trade Agreements Act for a period of 4 years would 
contribute to greater stability. In this same connection, on page 6, 
net (c), line 23, we recommend that “four’’ be substituted for 
““‘three.”’ 

2. Authorize President to negotiate for conditions to improve cli- 
mate for investment capital as essential part of trade-expansion 
program. 

We recommend an insertion at the proper place in section 3 (a) (A) 
giving the President authority under this act to negotiate for condi- 
tions in foreign countries which would create a more favorable climate 
for private investment. The flow of capital among nations is an im- 
portant part of increasing the flow of goods among nations. A more 
favorable climate for investment in many parts of the world would 
have the further effect of eliminating the need for American grant-aid. 
Expanded foreign trade will itself encourage foreign investment by 
improving the opportunity to repatriate investments and the income 
from such investments. However, authority to negotiate for better 
investment conditions should be made a part of this program to expand 
trade. 

3. Authorize suspension of United States concessions when foreign 
countries fail to live up to the spirit of their commitments under exist- 
ing trade agreements. 

Page 8, subsection (6) authorizes the President to suspend United 
States concessions. We urge this committee to make clear in its 
report that this provision is to be utilized to insure that other nations 
live up to the spirit of their commitments under existing reciprocal 
trade agreements if they are to receive concessions made by the United 
States. 

4. Require annual report on the compliance of signatory countries 
with their agreements. 

On page 10, subparagraph (e), beginning on line 20, the President 
is directed to submit to Congress an annual report on the operations of 
the trade-agreements program. We recommend that the specific 
items on which the President is to report include the “status of com- 
pliance of foreign countries with their undertakings under existing 
trade agreements.” 

5. Emphasize reduction of United States duties in excess of 25 per- 
cent ad valorem. 





TRADE AGREEMENTS EXTENSION 519 


We believe that the authority of the President to reduce United 
States tariffs in exchange for reciprocal concessions from other coun- 
tries should be exercised with special emphasis on tariffs which are in 
excess of a 25 percent ad valorem equivalent. We recommend that 
the committee clearly state such an intent, either in the legislation or, 
if deemed more appropriate, by a policy statement in the committee 
report. This recommendation is based on the belief that many rates 
below 25 percent have already been reduced, that rates below this 
level are less likely to be prohibitive, and that there is seldom a justifi- 
cation for prohibitive tariff rates. 

Mr. Chairman, I would, in closing, like to again call attention to our 
attachments, and simply state that we believe that the enactment of 
H. R. 1 would give the President the authority to negotiate agreements 
which will result in expanding mutually profitable trade and increasing 
exports of industrial and farm products, but still give reasonable 
protection to domestic, industrial, and agricultural producers from 
disruptive rates of increased imports. 

The CuarrmMan. Does that complete your statement, Mr. Shuman? 

Mr. SHuman. That completes our statement, and I appreciate very 
much the courtesy of appearing here. 

The CHartrMan. We thank you for your appearance and the very 
helpful information given the committee 

Are there any questions? 

Mr. Mason. Mr. Chairman? 

The Cuarrman. Mr. Mason, of Illinois, will inquire, Mr. Shuman. 

Mr. Mason. Mr. Shuman, first I want to say that your recommen- 
dations are specific and quite sound. 

Mr. SHuman. Thank you. 

Mr. Mason. That is, perhaps, something unusual. On page 4, you 
state that the value of the farm exports in 1952 was $4 billion. 

Mr. Suuman. That is correct. 

Mr. Mason. Do you know what the value of the farm products 
imports were that same year? 

Mr. SHuman. Approximately $5 billion. 

Mr. Mason. What was it? 

Mr. SHuman. Approximately $5 billion. 

Mr. Mason. Our information from the United States Department 
of Commerce is that they were approximately $5 billion, $1 billion 
favorable to foreign farmers as against our own farmers. ‘Those are 
my figures from the Department of Commerce. 

Mr. Suuman. The $5 billion is the figure for foodstuffs. 

Mr. Mason. Then you leave out coffee and sugar? 

Mr. Suuman. I think the $5 billion includes coffee and sugar, but 

it does not include some that might be termed “agricultural products 
that are not foodstuffs.” 
* Mr. Mason. Mr. Shuman, Secretary Dulles testified on Monday 
that Europe has a greater dollar reserve today than they have ever 
had in their history. That is the whole of Europe. They have a 
$14 billion reserve. That very fact, or that statement, denies the 
usual thought on the part of so many people that there is a dollar 
ae over there to buy our products with. Can you comment on 
that? 

Mr. Suuman. Yes, I would be glad to, Congressman Mason. 





520 TRADE AGREEMENTS EXTENSION 


In our appendix 1, we have made some statements along that line. 
We believe that much of the trouble with expanding our exports lies 
with foreign restrictions other than their ability to buy. I am speak- 
ing of such things as the import licenses, quotas, and all sorts of restric- 
tive devices. 

Mr. Mason. Now, Mr. Shuman, you have put your finger right on 
the very problem that we are dealing with. While they have lowered 
their tariffs, comparable to ours, they have put in other restrictions 
that just simply prevent us from selling. Unless this is a two-way 
street, unless this is truly a Reciprocal Trades Agreements Act, it 
does not do us any good to make concessions if they, on their part, 
keep raising their walls around their country and prevent us from 
shipping in. Is that not right? 

Mr. Suuman. That is right. That is why we have made the 
specific recommendation that in the reports to the Congress there be 
a report on how these other countries are performing under their 
reciprocal trade agreements. 

Mr. Mason. That is a very excellent recommendation. If that 
were insisted upon, Mr. Shuman, we would have very little trouble 
with our reciprocal trade agreements, as we have had over the years. 
In 1953, according to the United States Department of Commerce, 
we exported altogether $21 billion worth of goods, and we imported 
$16 billion, which was a $5 billion balance for us. Of that $5 billion, 
$4.7 billion was taken up in exports of war materials and gifts. The 
actual commercial transactions amounted to practically an even 
balance, $300 million off. That is getting pretty close to a proper 
balance of trade. I feel that we have to insist that other countries 
live up to their agreements if we are going to do any more lowering 
of our barriers. 

Mr. SHuman. We certainly agree with that. 

Mr. Mason. Thank you, sir. 

Mr. Mitts. Mr. Chairman? 

The CuarrMan. Mr. Mills, of Arkansas, will inquire, Mr. Shuman. 

Mr. Miuus. Mr. Shuman, is it your observation that the State 
Department, over the years, has been sufficiently cooperative in the 
exportation of American agricultural products? 

Mr. SHuman. My own personal observation has been so limited 
that I would not be qualified to answer that question. I have, of 
course, seen reports in the papers charging that such was the case, 
but have not had the opportunity, with the limited observation I 
have had, to judge; however we are looking into the matter. 

Mr. Mitts. I had occasion to ask the question because of a con- 
versation I had within the last year with a representative of the 
American Farm Bureau Federation, who described to me a circum- 
stance wherein officials of the State Department discouraged repre- 
sentatives of a foreign government from buying American agricultural 
products because of their dollar shortage, and suggested that these 
same agricultural products could be purchased in another country. 
Then the scarce dollars possessed by the foreign interests could be 
utilized to buy other products produced in the United States. If that 
is the situation, I think the farm organizations should explore and 
see whether or not agricultural products are receiving fair treatment 
within the State Department. 
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Mr. Suuman. Thank you, Mr. Mills, for that very good suggestion. 
I can assure you that we have already started to make some explora- 
tions of that very matter. We have been concerned for fear that 
there might be a growing philosophy in some branches of Govern- 
ment that we were destined to continue always to have a balance of 
trade which would hamper our ability to sell; in other words, more 
products coming in than we exported. We do not accept the philo- 
sophy that we cannot expand our exports. We think there are great 
opportunities to expand agricultural exports. 

Mr. Miuus. Mr. Shuman, I have one further observation. I would 
like for you, if you will take just a few minutes, to discuss for the 
benefit of the members of the committee these restrictions to expand- 
ing international trade which should be reduced under the reciprocal 
trade agreements program and which you have inserted into the rec- 
ord as an appendix to your remarks. 

Mr. Suuman. I will be very glad to briefly itemize the main ones, 
and say just a few words about them. For instance, there is this 
matter of import licensing and quotas. It seems to us that they 
have been used excessively. Some of the reasons, of course, that they 
have been imposed have been to protect domestic producers in 
foreign countries and to conserve foreign currencies, particularly 
dollars, to promote markets for home products, to balance trade with 
important marketing areas, and to obtain predetermined levels of 
desirable foreign exchange reserve. 

Of course, those important licenses and quotas are a device to 
neutralize or to nullify the effects of reciprocal trade agreements. 
There are export duties and taxes being used by some countries. 
Taxes have been used by some countries to nullify favorable agree- 
ments on trade. 

We are very much concerned, too, that the customs procedures, 
not only foreign customs procedures but our own, are such as to 
discourage trading, particularly private trading. It seems that they 
are set up often as a hindrance rather than as a help to importers and 
exporters. Then, of course, other countries have used health and 
sanitary restrictions as a means of keeping out some of our products. 
Foreign currencies have been manipulated to make it more difficult 
to trade. 

Then, of course, we run into the Government monopolies in import 
and export, where we have State trading in some countries, where we 
have tried to maintain a degree of private trading here. 

Mr. Mitts. Not only Government monopolies but cartel arrange- 
ments among exporters or producers that are really approved by 
foreign governments, is that not right? 

Mr. SHuman. Yes, these would be included in that category. 

Mr. Miuus. Mr. Shuman, do you have any concern over the 
question that has been raised concerning the language of the bill as 
to whether or not the provisions of section 22 of the Agricultural 
Adjustment Act are fully preserved under the bill? 

Mr. SHuman. We have examined it very carefully, and we believe 
that it is protected, that section 22 is protected. We are very much 
interested, of course, in preserving the provisions of section 22. 

Mr. Mitts. Incidentally, I agree with your conclusion that those 
provisions are fully protected under the bill but | wanted to get 
your position. 
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That is all, Mr. Chairman. 

The CuarrMan. Mr. Reed of New York will inquire, Mr. Shuman. 

Mr. Reep. I am very much interested in your fine presentation 
here. There is one thing that I noticed when I was abroad. They 
also have built up barriers between the countries over there. You 
can see a mile of trucks waiting with products trying to get across 
the line from one country to another. Have you given any thought 
as to how that would expand the market over there if they had some 
of the barriers broken down between those countries? 

Mr. SHuman. Yes, sir, Mr. Reed. I think that here in our own 
country, between the States, we have the best illustration as to what 
the possibilities are if there can be freer trade. It would not have 
been possible, if we had been set up on a different basis, if there had 
been barriers between the States which would have restricted trade 
between States, much as now exists between the various countries. 
After all, many of these countries are not as large as many of our 
States. It seems to us that there is the opportunity to expand trade 
between the countries of the world just as we have seen a great ex- 
pansion in trade between the different parts of the United States as 
transportation has become better and more efficient. 

Mr. Rexp. You would not, however, favor free trade, would you? 

Mr. Suuman. No, we are not advocating free trade. Come protec- 
tions are necessary. 

Mr. Reep. Of course in our country we can have free access from 
one State to another, because we are all operating under one Federal 
Constitution, while countries abroad are operating under an entirely 
different system. 

Thank you very much. 

The CHarrman. Are there any further questions? 

Mr. Smwpson. Mr. Chairman? 

The Cuarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Smwpson. Mr. Shuman, I have in my hand a list of items pre- 
pared by the United States Tariff Commission, which sets forth the 
laws applicable to the limitation, restriction, and, you might call them, 
protections for the many farm products. One section sets forth the 
laws as found as a result of the trade agreements; another section has 
the application of section 22, when it is applied; another has the quotas 
under the Sugar Act; and, another has the quotas under the agree- 
ments with the Philippines, and so on. They are all intended to 
protect agriculture under certain circumstances. 

Are you persuaded that they are desirable, and are you opposed to 
changes downward in any of those areas? 

Mr. SHuman. I would not be prepared to make a flat statement 
that they are all desirable, because I have not had the opportunity to 
study them. We would be glad to file a supplemental statement on 
some of those restrictions. 

Mr. Simpson. I should not have asked the question in that manner. 
Let me put it this way: You, of course, recognize that some measure 
of protection is necessary for the American farm producer? 

Mr. SHuman. Yes, sir. 

Mr. Smmpson. You would be unwilling to have any law passed which 
tended to violate that protection which Congress has given the farm 
producer, I assume? 
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Mr. Suuman. Yes, I think we would oppose legislation which would 
remove all protection to farmers or industrial people, labor or anyone 
else. However, we would favor legislation which moves in the direc- 
tion of freeing up trade. We believe that these adjustments must be 
made gradually, and with due regard to the existing industries and 
the producers of products. 

Mr. Stimpson. Are you familiar with the intention to bring a bill to 
the Congress having to do with the General Agreement on Tariffs and 
Trade which would os procedural in nature and which would undertake 
to get congressional approval of GATT? 

Mr. Suuman. Yes, sir. 

Mr. Stimpson. I know that the intention or the desire on the part 
of some of those negotiating is to tie the hands of the several govern- 
ments with respect to what may be done between different nations 
who are parties to that general agreement. By that I mean that if 
the agreement is effected, our laws, as they existed some time ago or 
as they exist today, might be made a part of the agreement; that is, 
the other countries would agree that section 22, being our law, would 
be binding on the parties in the General Agreement on Tariffs and 
Trade. You and I cannot think of any way that the people abroad 
could change existing law here, and they cannot. 

My question is this: Would you approve of an international agree- 
ment in which this country was a part, under which we agree, in effect, 
that Congress will not pass a law increasing the protection for the 
farmers of the United States in any given area? 

Mr. Suman. I do not believe that we should agree to commitments 
of that kind in the future that would restrict our ability to adjust to 
meet changing conditions. 

Mr. Stmpson. Of course, you know, I am sure, as I do, that they 
would not be crude enough in such an agreement to undertake to say 
that Congress may not pass a law. at they intend to do is to 
create an organization, and to provide certain whereases and so on, 
interpreted by the foregin country to mean that if we did, as a free 
and sovereign Congress, pass a law which violated the spirit of GATT 
by providing protection for any element of our country, we would be 
performing an unfriendly act, and all of these countries in this agree- 
ment would feel that we had violated that agreement of GATT. 

Indeed, to date, and we are not a member of GATT specifically by 
legislative action of Congress, it is said that because of certain things 
we have done in the past few years, legislatively, we have violated 
the spirit of GATT. But not having said we would not do it officially, 
it is not a proper kind of an objection. 

I will not put words in your lips, but I will ask you again to comment 
on it. My understanding is that you think in no international agree- 
ment should we so tie our hands that Congress could not, with com- 
plete freedom, if we saw fit, protect any given segment of our economy? 

Mr. Suman. Yes, we agree with that general principle. It is my 
understanding that there is going to be opportunity for us to be heard 
on these proposals, and we are in the process of studying them. We 
will be prepared to present a statement on them at the proper time. 

Mr. Srmpson. I hope very much that subject comes before this 
committee, and that you will be here to testify on it. Thank you, sir. 

Mr. Sauman. Thank you. 
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The Cuarrman. Any further questions? 

Mr. McCartuy. Mr Chairman? 

The Cuarrman. Mr. McCarthy, of Minnesota, will inquire. 

Mr. McCarruy. Are you prepared to tell us whether there are 
any agricultural commodities which are now protected on which you 
think reductions might be negotiated? 


Mr. SHuman. Was the question, are there any agricultural com- 


modities now protected where negotiations for reduction could be 
made? 


Mr. McCartay. Yes. 

Mr. SHumAN. I am not prepared to answer directly. Actually, 
all we have studied here is H. R. 1, which is the reciprocal agreement 
authority. We have not studied the individual tariff schedules on 
different commodities, so we are not prepared to answer with any 
specific commodity. 

Mr. McCarrtuy. Thank you, Mr. Chairman. 

The CuartrMAN. Are there any further questions? 

If not, we thank you, Mr. Shuman, for your appearance and the 
very helpful information given the committee. 

Mr. Rexp. Mr. Chairman? 

The CHarrMan. Mr. Reed. 

Mr. Resp, I ask unanimous consent to insert into the record a 
short speech made by Fred C. Foy, the title of the speech being 
“Free Trade—Panacea or Poison.”’ 


The CHarrMAN. Without objection, it is so ordered. 
(The matter referred to follows:) 


[Publication No. 139, the American Tariff League, Inc.] 
FREE TRADE—PANACEA OR POISON 


By Fred C. Foy, vice president and general manager, Tar Products Division, 
Koppers Co., Ine., at the annual dinner of the American Tariff League, Inc., 
on October 27, 1954 


The title which I have selected tonight is printed on your dinner program: Free 
Trade—Panacea or Poison. I selected this title rather carefully, and the thing 
that put it in my mind is that I happen to be one of these fellows who likes to read 
O. Henry. I imagine everybody in this room has read O. Henry in the past. He 
wrote about pretty salty characters, most of whom were able to take care of them- 
selves as they got around the world. Some of you may remember a character in 
one of O. Henry’s stories called Jeff Peters. 

Jeff worked his way around the countryside selling something he called “Resur- 
rection Bitters.’ It was a sort of elixir, good for man or beast, bound to cure 
aches and pains and fallen arches and fallen hair—good for what ailed you—a sort 
of cure-all. As I listen to the free-trade folks, it seems to me that they are in 
somewhat the same category; they are selling a sort of panacea or magic elixir 
that is good for the entire field of international ailments whether in trade or 
politics. 

On the other hand, I also have talked with a lot of folks who find that free trade 
is not a panacea but a poison, and some of them have had a little dose of this 
poison already. This poison hasn’t done them any good. It has hurt them in 
spots. In fact, this free-trade poison is one of these selective poisons that we 
hear about. It doesn’t hit everything to the same degree, but it will certainly 
kill some industries. Even some of the most ardent advocates of free trade admit 
that. It won’t kill other industries, but the dead industries, it seems, are going 
to be pretty dead, and the people that work and invest in them are going to be 
poisoned economically. So tonight I thought I would like to see if we can ex- 
amine for a little while some of the arguments of the freetraders and then I would 
like to look at the other side of the coin. 

I hope we can do this together with an open mind, because in talking with some 
of my acquaintances of the free-trade side I find they consistently recognize there 
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are two points of view to this question—the wrong side and their own. I hope 
we can get away from that tonight. As we go along I would like to ask one ques- 
tion. It is this: Will this bottle of free-trade elixir cure the particulsr ailment we 
are talking about at any given time? 

Our friend Jeff Peters sold this panacea to make a living. I am impressed with 
the fact that some of the freetraders who are selling this free-trade panacea want 
to make a better living because they’re operating in foreign fields. I have no 
objection to their wanting free trade for that reason, but I think they should admit 
it. I think another group is selling it because they believe in it as a world phi- 
losophy. They are entitled to that opinion, but there is one important and very 
marked difference between old Jeff Peters and his panacea—his elixir—and these 
other fellows. In the old days you bought his elixir and if it didn’t do you much 
good the most you were out was a buck or two. You could take it or leave it. 
But if the freetraders have their way American businesses can’t take or leave it 
because they are going to change the law and they admit changing the law is 
going to hurt some of the people, is going to cost some of the people their jobs, and 
it may bankrupt some businesses. In other words, we are not talking about a 
situation in which somebody loses a dollar or two. We are talking about some 
people losing their economic shirts, and therein lies a big difference. 

It puts me in mind of the old colored mother when her daughter came in on her 
way to school one morning and said she had to have a quarter to take to school. 
The mother said, ‘‘What for you need a quarter?’ and the daughter said, ‘‘We 
has to give a quarter for charity.’”’ The mother said, ‘“‘A quarter is a lot of money 
and we’s a poor family, so you go and tell that teacher you ain’t bringing no quar- 
ter for charity. Tell her to put us on the getting end instead of the giving end.” 

That’s the way these fellows are talking about free trade. They say if we hurt 
these businesses we will give a subsidy here or a reallocation or retraining or some 
kind of reparation. In other words these businesses that have been paying taxes 
are going to get on the getting end instead of the giving end, and I am not so sure 
that is so good. 

I was interested to see in the Randall repert what our Pittsburgh friend, 
Mr. McDonald of the steelworkers, said: 

‘‘When the President finds it in the national interest to lower a tariff below the 
peril point, or to maintain a tariff ccncession despite a finding of injury or threat 
of injury bv the Teriff Commission in an escape-clause action, the affected com- 
panies, their employees, and the eccmmunities in which they are located shculd 
become eligible for assistance under an adjustment assistance program. The 
existence of such a program would provide the President with an alternative to 
a tariff restoration, and it would provide those injured with assistance in making 
needed adjustments.” 

That is the end of the quotation. 

It sounds like a pretty dangerous philosophy to me—and it raises in my mind 
a number of questions. 


SOME QUESTIONS FOR MR. M’DONALD 


In the first place I would like to ask Mr. McDonald what is wrong vith tariffs 
that they are a thing to shy clear of, and what is so good abovt free trade that 
it justifies injuring people and forcing people to make what the freetraders call 
adjustments? And who says lowering the tariff below the peril point is some- 
thing that is in the national inte.est, and how do ycu tell when such a move is 
going to be in the national interest, and bow do you tell how much gcod it will 
really do? 

I would like to point out to Mr. McDonald that he ought to read the testimony 
of some of the local union leaders that have been before that same Commission 
testifying in behalf of people who v ant to work where they have always worked, 
at jobs they like, and continue living in communities where they want to live, 
ameng people they like. Those folks—these people that want to work at these 
jobs—they know something about peril points, too, and the peril point they knew 
most about is that pink slip that says don’t come back to work tomorrow morning 
because there is no work to be had. That is the kind of home-folks peril point 
Mr. MecDonald’s local level confederates in the labor movement have been trying 
to point out in Washington. 

Perhaps some of you remember the testimony of the president of the American 
Watch Makers’ Union who went to Washington and pointed out that one com- 
pany alone, Elgin, with which he was familiar, was employing less than 50 percent 
of the employees today it had in 1940 in the production of jeweled watches. He 
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went on to point out that this company is using the most outstanding technological 
movements known to the whole industry; that it is today producing watches in 
40 percent of the time it did in 1940 and yet finds itself in the position of being 
an importer of watches. He asked the committee why. He said he would answer 
his own question because the wages on imported watches and the cost of production 
on imported watches are approximately half of what they can be produced for 
in this country. 

Let me stress again that this situation developed even after Elgin was using 
the most modern and efficient technological improvements known to the industry. 

I want to add a thought on our so-called technological superiority. I have 
traveled around the world quite a little and I can tell you this—the rest of the 
world has access to the same kind of technological improvements and know-how 
and machinery that we have. If they do not have access to them somebody in 
Washington will try to give them to them and if Washington doesn’t give them 
to the rest of the world, they can buy them if they will put up their money. 
Once they get this important know-how and machinery they can operate with a 
lot lower wages with that machinery than we can and they can beat the pants 
off of our American producticn costs. 

But let’s get back to our friends, the free-trade medicinemen, and to their 
arguments. 

One argument that intrigues me is something they call the world-leadership 
concept. I will present some of their arguments first and I will make a few com- 
ments that are my own. This world-leadership concept rolls around first of all 
to the argument that we need allies and all the friendly nations must be helped 
in order to strengthen them against the Communist world. Everybody agrees 
with that. This is not so profound. Even we tariff folks agree. The freetraders 
point out that our overburdened allies had an awful time because nct only did 
they have to build up their military strength but at the same time they had to 
satisfy the postwar needs of their citizens in order to keep those citizens from 
wanting to turn to communism or socialism. This is very, very hard on them 
and they must have some trade in order to help carry the strain because they 
don’t have all the resources they need and they have to sell goods in order to buy 
machinery and that sort of thing. 


THE EAST-WEST TRADE ARGUMENT 


Another argument they keep bringing in is East-West trade. They say that the 
United States and the Communist bloc are the only two major outside markets 
for the type of goods that our friends in the non-Communist world make and also 
that we and the Communists are important sources of agricultural, mineral, and 
manufactured goods that they need. 

Now, they say, if the United States tells these free world countries that they 
must stop trading with the U. 8. 8. R., or cut such trade down to a minimum, then 
we have to take from them the goods we won’t let them buy and sell behind the 
Iron Curtain. And since present tariffs and quotas won’t let them do that, so 
we must have free trade or turn them back to the Communist world. 

I cannot quarrel with any one of these theories but I would like to turn this 
coin over and see where we stand with respect to these theories and see what kind 
of burden they have been on us. 

In the first place, let’s face it. All of you who have traveled abroad know this. 
Most of the non-Communist nations are very well on their way to recovery. As 
a matter of fact, as anybody in the chemical industry knows, they are well ahead 
of what they were prewar and they are getting to the point where they are ahead 
of us in some instances. They have better equipment and better machinery than 
we have. This has been accomplished through a combination of their own efforts, 
the foreign aid program, and also the lower trade barriers that we have given 
them since the war. 

There has been a lot of progress made. That progress has been made with a 
lot of help and for nations that were as badly beaten up as I saw them in 1945, 
I think they have done a tremendous job. 

I think the whole question in this foreign recovery business remaining un- 
answered is how the elimination or reduction of the now-remaining tariff barriers 
can help these countries abroad enough to outweigh the detrimental effects such 
action might have in our own country with displacement of industries here. As 
to the restraint of trade with the Conmunists: I get a little cold on this one be- 
cause it seems to me that the remainder of the free world has just as great a stake 
in resisting Communist aggression as we have and their policies with respect to 
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Communist trade should be in their own self-interest as much as ours. It seems 
to me, as I listen to that argument, that all that has happened here is that the 
free-trade proponents in this country have cooked up a readymade argument 
European countries have picked up and are throwing back at us. Beside, when 
I look at the figures I can’t find any that indicate that any of those countries, 
with the exception of Germany, had as much as 7 percent of their trade flowing in 
either direction with Communist nations or those now in the Communist bloc 
before the war. 
SOUND ECONOMY HERE IMPORTANT 


This leads me to say to myself that a sound economy over here is pretty im- 
portant to the world too and that anything that happens that does harm to the 
United States economy is going to do harm to the world economy. Any action 
that we may take that would have a recessionary influence here is going to be felt 
abroad pretty heavily, probably a lot more heavily than anything we have done 
to date in the tariff field. Lord knows our tariffs are not very tough in any 
direction and I ask myself again the question I have asked of the free trade people 
which nobody has answered—‘‘who knows really how much impact this free 
trade would have on America?” 

We have never had full free trade. We have grown strong as we have been 
operating up to know, with even higher tariffs than we have at present. Nobody 
can tell me what would happen in the future if we did have free trade. They tell 
me, of course, what a great thing it would be. They argue that it wouldn’t have 
much effect on us, only a few industries, nothing serious. I see figures that there 
might be as little as 100,000 people displaced and I see figures that it might hurt 
4% million people. Some folks think it might hurt even more. 

At this point I ask myself, and I have asked some of the free traders, who is it 
that has a right to say that certain citizens and certain businesses and certain 
stockholders ought to give up their life’s work and their investment in order to 
comply with a political decision that the world would be better off if we had free 
trade? I say, “we” because I haven’t seen any signs of the other countries willing 
to dish any free trade out, not in any of the fields with which I am familiar. I 
have said also to these free traders—who says our taxpayers are no longer willing 
to wee support as a whole to strengthen the free world if that is what it needs to 
be done. 

These elixir boys tell us our taxpayers are tired of this foreign aid bill. 

But I am not so sure about that. I suspect what they are really saying, if they 
would be honest, is that it is politically easier to take things from a few than to 
tax everybody and they are getting a little squeamish about taxing everybody for 
something that is wholly theoretical. 

As a matter of fact when I talk to these people I am put in mind of a statement 
that is attributed to Mr. Emerson in which he says ‘‘the less a man knows about 
something, the madder he gets when you argue about it.”’ 

Of course I feel that a speech before a group like this should give some facts. 
If I don’t give you some facts you won’t think I know anything about the sub,ect. 
Maybe you won’t, anyway, when I have finished. But somehow I ought to give 
facts. 1 will take two instances of allowing things to flow to the United States on 
an unrestricted basis. 


TROUBLE IN THE COAL COUNTRY 


The first concerns the coal industry which has been hurt by low-cost residual 
fuel oil. The estimates I get—and I live out in the coal industry country so they 
might be a little high—say that between 30 and 50 million tons have been affected. 
The mineworkers, who might be inclined to put it a little high, say that $77 
million a year in wages has been lost as the result of it and jobs have dropped by 
30 percent as almost the direct result of these imports. Next come the railroeds, 
which were hauling a lot of that coal. They are quick to join in and point out thet 
they have lost 25 million tons of coal traffic, and the railroad brotherhoods 2.dd 
very quickly that this represents a loss of $43 million in wages and thet 80,000 
operating and nonoperating railroad employees have lost their jobs between 1948 
and 1952. 

Both groups say they think a good part of these losses are due to fuel oil imports. 
» Now, I don’t know whether this is so or not, but I have ticked off more than 100,000 
jobs right there that have been affected. 

Of course you can’t stop there because the railroads have a heavy investment 
and when they don’t haul coal they have got to put the tariffs over on somethirg 
else to get their investment covered. This raises the price of transportation to 
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other users. That, in the end, raises the cost of manufacturers’ finished goods 
and they can’t compete with foreign producers as well as they could before, so the 
circle goes round and round end round and yet all parties admit we have to havea 
sound and adequate transportation system. 

I was in the Army in World War II and I know the great bulk of everything 
that was carried was carried by the railroads of this country, so the railroads are 
definitely an important industry and very much needed. So what I have to ark 
myself and Mr. McDonald now is this: At what point do the railroads become 
eligible for some of Mr. McDonald’s adjustment assistance because they have lost 
traffic they would have hauled? 

When do we give the railrozds some of this adjustment assistance? Then, of 
course, since the railrog.ds have cut down a little we may have to give some adjust- 
ment assistance to their suppliers and since their suppliers won’t be doing so much 
business we will have to adjust the suppliers’ suppliers, until the whole thing just 
gets out of hand. That’s the trouble with wholesale tampering with a well- 
operating economic system. 


TRADE ALWAYS OUT OF BALANCE 


Let’s get off the world concept for a minute and get to another area, the balance- 
of-trade problem. This belance of trade hes confused me for years because it has 
alwe.ys been out of balance one way or the other, always something wrong, but the 
patient seems to live on. 

The die.gnosis of the freetreder is about like this. Since World War I, United 
Sts.tes exports have continuslly exceeded imports and the difference was permitted 
to become so gres.t in postwer years thet outright aid has become necessary to 
achieve belance in internetionel payments. Foreign netions, they tell me, have 
not had sufficient dollars to pey for ell they needed—end I am going to 2.dd to 
thet all they wanted, becsuse nobody ever hed sufficient dollars for all the things 
they would like to have and whet they need is a matter of opinion. But, these 
ne.tions seid they needed to buy frem us, so foreign aid was used to meke these 
purcheses possible and now they tell me that Congress and the Ameriean people 
indies.te the end of foreign aid is approaching rapidly, and if it dses end—and 
no other way of achieving a dollar balance can be discovered—we have to have 
1 or 2 things happen. 

Imports must either increase, and they say we can’t increase them if we don’t 
relax trade restrictions, or, exports must decline, and at that point they say this is 
tough because it will penalize industry. 

One of these fellows in a speech summed this as follows: ‘‘Despite reductions 
through trade-agreement negotiations American tariff barriers are one of the 
important causes of the rest of the free world’s shortage of dollars.’’ 

I won’t argue but I don’t believe it. And since I am just quoting him, I will 
continue. He said further: 

‘Aimed particularly at those classes of goods which our major allies are best 
able to produce and export, our present tariff policies reduce the ability of other 
countries to sell their products on the American market. 

‘*We then tax ourselves or go into debt to give our allies the dollars they need to 
buy the exports we will not let them earn for themselves. Our restrictive trade 
policies thus add substantially to our tax burden and lower our living standards.”’ 

When I listen to this stuff about lowering our living standards in this country 
I begin to get a little skeptical. They don’t seem so low to me and to the extent 
that these arguments imply our tariffs are a really serious barrier to more trade 
with the United States, I can only point out that which you all know, that our 
tariffs have been reduced many times over the past 20 years; that more than half 
of our imports come in duty free; and that, as a matter of fact, under these same 
restrictive tariffs that our imports are 50 percent higher in physical volume and 
many times higher in dollar volume than they were in prewar years. 

Furthermore, it is my observation—and you may correct me on this—that most 
duties are too low to be a real competitive factor, especially when you get into 
style and consumer goods. I mean if European goods have style and consumer 
interest they will sell here if our people like them. 


A LOOK AT THE FOREIGN CAR 


Let’s take a look at the foreign sports cars that have been sold over here in the 
past few years. Those cars found a market at pretty good prices because they 
were a type of car that some of our people wanted and we didn’t make here. 
They tried to bring in what might be considered cars competitive to standard 
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American cars and they didn’t get anywhere with them because they were not 
the kinds of cars our people wanted. 

But wherever they had something our people want they haven’t had any trouble 
selling it despite the fact that there is a tariff on it. 

Let me tell you something else, and any manufacturer in this room knows it to 
be true. If American motorcar manufacturers knew positively that there would 
be no increase in the 10 percent duty on automobiles, and they were guaranteed 
there wouldn’t be for 15 years, they ought to have their heads examined if they 
didn’t take their tools over to England and Europe and manufacture a million 
cars a year over there for shipment to the United States because they could make 
them a whole lot cheaper than they can here. Mr. Reuther would then change 
to the other side of the free trade fence in a big hurry if that were to happen and 
you know it. 

In short, what I am trying to say is this. When you get to a specific article 
where style and performance are not the only criteria and where the article is 
standard or made to manufacturers’ specifications, foreign industries today cannot 
only compete with us but, on a duty-free basis, they can run millions of Americans 
out of jobs. 

In other words, I agree free trade might cure some of the problems over there 
but, brother, it would kill a lot of businesses economically dead on this end while 
curing them. 

What I mean to say is this—as long as we Americans have decided on high mini- 
mum wage standards, on all of the fringe benefits that we have accepted for our 
labor, on the protection of organized labor by our Government on the continuation 
of our high living standards—as long as we feel that those things are the way we 
want our country and people to operate, then we must have protective tariffs of a 
selective nature to keep our businesses competitive with lower cost imports from 
abroad. After that if, in the face of those selective tariffs, help is still needed 
abroad then all of our people should share the burden collectively, and personally 
I think they are willing to share it. 

Then, of course, you get into the political aspect of this free-trade argument. 
Tariffs have been political in this country for many years. They have been 
debated by politicians as far back as the history of politics goes and, most of the 
time the politicians on both sides didn’t know what they were talking about. But 
because they recognized that tariffs are political, the free-trade men have cooked 
up some special arguments for the man on the street to the effect that free-trade 
will ease his bunions and at the same time will give his bride a new fur coat for 
the — of a flour sack. There are three principal political areas at which they 
punch: 

1. People will have a greater freedom of choice. 

2. People will be able to buy at lower prices. 

3. People will have lower taxes because they won’t have to pay any more on 
foreign aid. 

All the arguments they wrap up in support of this thing are tied to a nice theo- 
retical label which they call the comparative advantage theory. This theory 
runs this way—that by maintaining tariffs and trade restrictions the United 
States is forcing itself to accept a lower standard of living by allowing American 
capital and labor to flow into industries which should exist only in other parts 
of the world because they are more efficient there and can produce goods at a 
lower cost. 

I don’t know who dreamed that up. It is an argument for international special- 
ization and standardization of labor. 

One of the most touching statements on this subject that I have ever run across 
was from one of the free-trade fellows and I would like to quote him. He said: 
‘‘We must expect that increased imports will reduce employment in certain lines. 
What they do is transfer activity in certain marginal activities to other more 
efficient industries.” 

Now, I have read that to you as he said it, but I think what he should have said 
was this: ‘Activities of certain taxpaying American industries whose labor is 
highly paid at American standard rates are transferred to foreign industries whose 
labor is paid one-fourth as much and who are protected from American competi- 
tion by import quotas and restrictions.” 

He didn’t use that language but I think that is what he should have said. He 


goes on: ‘With increased imports it will mean not unemployment but dislocation 
and relocation and so forth.’ 
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WHAT THE BIG WORDS MEAN 


And, at that point I really became ill, because this dislocation and relocation 
for me are just two $4 words that mean you are out of a job here and looking for 
one somewhere else where you didn’t want to go. This man ends his talk by 
saying: 

“‘Isn’t it better for our labor to move out of industries which can be maintained 
only by protective tariffs and move into industries which not only can maintain 
their domestic market but their world markets against world competition? 
Eventually,” he says, “it will be best for all.’’ 

And, at that point, ladies and gentlemen, the only word I could find that seemed 
to express what I thought about it was hogwash, because I don’t think, as a 
practical matter, that there are actually any such industries. 

We have built in this country the highest standard of living in the world. We 
built it on reasonable tariff protection and in many industries we would have no 
jobs at all without some form of protective tariffs. 

Now, to me it is pure dynamite to assume that it would improve the living 
standards of this country and the whole world if some industries were put out of 
business. Yet that is what he is assuming. 

Furthermore, I have searched the arguments of the free-traders from top to 
bottom and I can find no shred of evidence that proves with any degree of satis- 
faction that free trade is either a sure cure or a quick cure. Every free-trade 
argument that I have read is based on theory and as a matter of fact, on the other 
side of the coin, almost every argument that I have read for selective competition 
and incentive type tariffs is based not on theory but practice. 

Practically everyone that testified told the members of the Commission exactly 
what had already happened in many industries and exactly what would happen in 
others if these tariffs were removed. 

I have talked with my associates in many fields of business, dozens of them, 
time after time. I could bore you to death tonight giving you figures that you 
already have, of industry after industry, in which employment in certain areas 
- down because foreign competition has moved in and taken over part of their 

usiness. 

Where in the world do you think they have obtained all the sales in this country 
in the last few years? They have gotten them not out of somebody’s stocking 
but out of somebody’s hide, and a lot more will come out if the free traders have 
their way and get what they want. But they don’t like to listen to these facts. 

I went to Washington and talked to some of these fellows who are working 
pretty hard for free trade and I don’t know yet whether they know what they 
are talking about. One of them, after I talked to him for about 40 minutes, said: 

“Look, Fred, I still believe in free trade and I don’t want to discuss tariffs 
any further.” 

I said, “‘You are a nice guy, and I have known you for a long time; but the 
thing I don’t understand is this— I have told you some of the things that actually 
have happened and can happen if you persist in pursuing this tack. What more 
ean I tell you about this?’ 

He looked at me and said: ‘Fred, that is not the trouble. You have already 
told me more about this than I want to know.” 


RESTLESS WHEN FACING FACTS 


I think there is something to that. They don’t want to know. You talk to 
them and they get restless. They don’t want to face the facts. It is much easier 
to wander around with this theory in the blue sky than down here on earth. 

As for their telling folks that they are going to cut taxes if they don’t have 
foreign aid; I just asked this fellow a simple question for myself as a taxpayer: 

“If you are going to cut taxes out by discontinuing foreign aid, where is the 
money coming from that is going to be used to subsidize these displaced industries, 
to retrain these workers, to move them somewhere else, to give the businessman 
the money to start a business somewhere else, because that is what you are 
saying you will help him to do? Where is the money coming from? Out of the 
taxpayer’s pocket, of course, and who knows but what it might cost a lot more 
than what is being spent for foreign aid.” 

As far as I am concerned this assistance plan is just another way to put the 
Government planners’ hands in my pockets, and their rulings into my life. I 
don’t like it and don’t believe in it. 

So, going back and reviewing that galaxy of ills: It seems even clearer to me 
that their prescription is just like Old Jeff Peters’ resurrection elixir. From one 
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bottle of free-trade elixir they have a cure for Communist aggression, unfavorable 
trade balances, dollar shortages, our own agricultural overproduction, the rest of 
the world’s lack of production in agriculture and industry, the desire of other 
people in the world to have things they haven’t the money to buy, the desire 
of our own pes le to have more t ings than they have money to spend, and for 
lower taxes. , you can go on. It’s quite a list of ailments to be cured by one 
little elixir. 

I am impressed by the fact that as medicine has progressed over the years, 
doctors more and more realize that for each specific ailment there is usually one 
method of treatment most likely to cure it. I think that those of us who oppose 
this unrestricted dosage of free-trade elixir feel the same way about international 
ailments. 


I think we want to suggest that each of these international ills be diagnosed 
separately and for each of them a carefully prescribed course of treatment be 
given. In addition I would like to suggest one other thing, that even in the 
most advanced forms of medicine, it is not the practice to transfer the illness 
from a sick patient to a well one. 

In short I think the substance of our case rests on the thesis that it is of vital 
importance to the future of America and to the world that we be certain that 
the cure is not in the end more fatal than the illness. 

The CuarrMan. The next witness appearing on the calendar is Mr. 
Herschel D. Newsom, master, National Grange. | 

Would you kindly follow the usual custom of giving your name, 
address, and the capacity in which you appear, for the record? The 
committee will be very = to hear you. You may proceed with your 
prepared statement without interruption. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, NATIONAL 
GRANGE 


Mr. Newsom. Thank you, Mr. Chairman, and members of the 
committee. 

In view of the fact that a great many witnesses before this com- 
mittee were altogether likely to cover much of the same territory, we 
endeavored to make our prepared statement as brief as possible, and 
even so, just having been here this morning, I recognize that there is 
going to be some repetition in our statement, even though we had, as I 
say, tried to eliminate a good bit of it. 

The National Grange has consistently emphasized the importance 
of expanding international trade and modification or amelioration of 
restrictions and barriers on world commerce, and we believe firmly 
that the most rapid and yet constructive progress in this direction 
can be made without serious or needless dislocations or injustices to 
any segments of our economy, through bargaining processes. We 
heartily endorse the principle of H. R. 1. 

There is no single segment of the American economy that has greater 
stake in achieving the objective of a sound United States economic 
position and policy, which would provide the basis for a constantly 
expanded level of trade in the world on a profitable basis, than has 
American agriculture. I confess, Mr. Chairman, that we have made 
this statement several times, and it has come to be more or less of a 
habit. When we hear it made by other people, we sometimes analyze 
a comparable statement more than we are prone to analyze our own. 
It occurred to me that maybe we ought to look a little more into 
current figures on this particular subject than we had done recently. 
We find it is a statement that can be substantiated, both from the 
ie of direct and indirect benefits, by an improved economic 
policy 
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There are likewise compelling reasons for our looking with great 
concern on any attempt that might be made to recklessly or incon- 
siderately remove some of our restrictions that we believe have been 
literally compelled by circumstances beyond our control. In seeking 
real progress, therefore, in the direction of a relatively free movement 
of goods and services among nations and between people, we must 
recognize that constructive progress can only be made in full cog- 
nizance of the reasons back of the seeming conflict between this 
general objective on one hand and such restrictions as section 22 of the 
Agricultural Act of 1933 and all similar devices, on the other. 

Our objective and these devices may be in temporary conflict. It 
is, therefore, imperative that we recognize the reasons for this tem- 
porary conflict, and seek to eliminate it through bargaining processes 
that will provide mutual benefit to our total economy, which can surely 
and certainly be reflected over a period of time to all segments of this 
total economy. 

Frankly, Mr. Chairman, I think we may as well insert here that in 
our opinion it is possible to eliminate some of the reasons for these 
conflicts through legislative processes. But we have tried to confine 
our statement here to the subject matter of H. R. 1 rather than to get 
into other subject matters, like price support and so forth, even though 
they are closely interrelated. 

We again emphasize that this kind of an approach points to the 
wisdom of provision for careful, constructive bargaining and negotia- 
tions. Our enthusiasm for H. R. 1 is only, therefore, tempered by 
our sincere hope that this Congress will make relatively certain that 
administration or exercise of this authority shall take due account 
and shall respect the purpose of such restrictions as have been enacted, 
unless or until that purpose can be adequately served in a reasonable 
period of time by market expansion as a result of negotiation or bar- 
gaining herein provided for. Frankly, we have some real concern 
on the part of some of our own staff people as to whether or not it 
might have been well to propose a definite statement to this committee 
to the effect that it is not the intent or purpose of this committee that 
this legislation shall be construed to be in opposition or restrict the 
action of section 22, so long as it may be needed, in connection with 
our price-support policies. 

I have already indicated to you, sir, that we think we have some 
proposals to make to other committees of the Congress that will tend 
to eliminate some of the necessity for reliance on this kind of mechan- 
ism. It is our considered judgment, however, that the language of 
H. R. 1 may conceivable be interpreted so as not to require that sort 
of precautionary statement that we have considered. 

I say that to you rather cautiously because we have not thoroughly 
made up our mind on the subject. This is, therefore, just sort of a 
warning statement, I take it, and we hope that it is appropriate. 

In many cases, it will be possible, over a period of time, to serve 
exactly that sort of purpose. 

It is clearly apparent that our expanded productive capacity in 
American agriculture and in our total economy demands expanding 
markets. It is equally apparent that expanding markets and en- 
larged trading areas can do much to improve the political and cultural, 
as well as economic circumstances, in all such areas. We will thus 
progressively find it possible to enjoy an increasing sense of security 
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even with less relative effort and emphasis on sheer military might 
and construction. Thus, we will be able to pyramid the benefits of a 
rising level of production and an era of expanding trade. 

In short, Mr. Chairman, what we are trying to say is that we 
believe that we have had a restriction of the capitalistic system or the 
enterprise system, or the incentive system, if you prefer any of those 
terms, in the world commerce that have completely, in several cases, 
prevented the normal benefits of that incentive system as we have 
known it here in this country. There can be no mistake, then, about 
our desire to move in the direction of, let us say, tying the hands of 
governmental authorities around the world so that we can untie 
hands of the capitalist, if you please, or the private trader. 

A great many of our current problems arise out of the unwholesome 
mixture of private trading and State trading. I could give you 
illustrations. I think, if I may, Mr. Chairman, I would like to point 
out that one of the really disappointing experiences of that nature, 
and with which we have come in contact in recent years, had to do 
with a 90-day, I believe, negotiation on the part of our Ambassador 
to Brazil, to try to sell a substantial quantity of American wheat. 
I believe it was 300,000 tons. I am not sure about the amount. 
After 90 days of effort and negotiations—— 

Mr. Jenkins. They were tons of what? 

Mr. Newsom. Of wheat. Brazil had been trying to buy wheat 
from Argentina and they had not been able to get it. Our Ambas- 
sador tried to negotiate the deal so we could sell them some United 
States wheat. In the 90-day period, as I remember the illustration, 
or at least these are approximate figures, he found there were several 
United States agencies and some international agencies involved, 
because there was some degree of barter, some degree of credit, and 
so on. At the end of 90 days, Brazil had to have the wheat. They 
said they would still take a third of that total amount they had 
initially tried to buy from the United States, but within 48 hours 
they had the other 200,000 tons, if that is what it was, and I believe 
that was the amount, being loaded in Canada for shipment to Brazil. 

oe is the sort of thing that we think we cannot afford, as farm 
people. 

Last summer it was my privilege to visit the so-called European 
farming area in the Highlands of Kenya, in East Africa. There we 
saw milk being produced at a cost of about 15 cents per gallon in 
terms of American money. The herdsmen and dairy hands were 
receiving 25 shillings per month; the equivalent of about $3.50 for 30 
days. We, of course, are not proposing that American dairy pro- 
ducers should be expected to compete in the near future on a totally 
unprotected basis for the American market in cheese and butter. 
Neither are we proposing that American rural families or their em- 
ployed workers should compete with that $3.50 per month wage rate. 
Such a proposition would obviously be ridiculous and destructive. 

Neither do we propose asking American watchmakers presently em- 
ployed, nor industry itself on its present structure, to compete with 
workers and industry operating in a totally different kind of economy. 
We must recognize, however, that to repeatedly raise higher barriers, 
as we have recently done against Central European watchmakers, is 
a definite step in the opposite direction to the road that must be 
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traveled, and such a retreat can only be accepted as a temporary ex- 
pedient, if indeed it is acceptable at all. 

At our 88th Annual National Grange Session in Spokane, Wash., 
last November, the National Grange position on this subject-matter 
was well summarized in the following statements: 

1. That the Grange continue to work for a progressive reduction of 
international trade restrictions and the simplification of customs pro- 
cedures so that trade and commerce can be established and maintained 
on a sound economic basis. 

2. That the Grange support the principles of the Trade Agreements 
Act and the statutory escape-clause procedure, together with other 
acts, sections 22 and 32, for the protection of domestic agriculture and 
the extension of the Trade Agreements Act for a period of 3 years. 

3. That the Grange favor the use of international commodity agree- 
ments when practical in expanding trade on a mutually beneficial basis. 

4. That the Grange favor a reexamination of the “Buy America 
ae in order to harmonize it with the general trade policies of the 

‘ation. 

I recognize, Mr. Chairman, that some of these statements are not 
applicable to this particular legislation, but that you may understand 
our total philosophy as you hear our statement on this legislation we 
thought it would be well to quote these several statements. 

5. That the Grange favor the use of a two-price plan when approved 
by producers of any export farm commodity, safeguarded to prevent 
dumping, as one way of expanding world trade. 

May I say by way of explanation here that the plan that we have 
proposed which, as many of you no doubt know was passed in the 
House in the last session of the Congress, would, in effect, limit the 
price-support operations in the case of these major export crops, as in 
the case of wheat, to which we wanted to apply it at that particular 
time, and similar legislation is again introduced in this Congress, to 
the domestically consumed portion so that we would avoid the neces- 
sity of something in the nature of section 22 plus the present 65 or 66 
cent subsidy on wheat exports which we think do pose a real inter- 
national problem. 

6. That the Grange explore the possible development of some tariff 
drawback plan along the lines suggested in the master’s annual address. 

7. That the Grange endorse the multilateral negotiation principle 
in expanding trade, and support provisions which will permit the use 
of bilateral agreements when they are found to be desirable. 

Frankly, may we insert here that we think the more or less academic 
opposition to any bilateral negotiations that we have seen demon- 
strated by some of the folks in the State Department has sometimes 
been wholly indefensible, That is the background for this particular 
statement. 

8. That the Grange request Congress to reexamine the Tariff Act 
and modernize its provisions in line with current conditions and needs. 

9. That the Grange urge that greater consideration be given agri- 
culture by Government agencies dealing with trade matters in 
negotiations so as to assure farmers of fair and equitable treatment in 
all trade programs. 

I observed one of the questions of the previous witness, Mr. Chair- 
man, and if it is appropriate I should like to say that I think we have 
real basis for complaint on this particular score over a substantial 
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period of time, with this basis for complaint in mind. We had some 
lengthy conferences with the Assistant Secretary shortly before he 
left for Geneva. I have the feeling that we made quite a good little 
bit of progress in getting the Secretary to understand, more than I 
believe he has previously understood, some of the compulsions in our 
present situation, and that actually there is not any point to his, or 
any other representative of this country, committing our Govern- 
ment to an immediate abandonment of section 22. 

It is another one of those objectives that we may have to concede 
has merit, but it certainly is not timely under present circumstances, 
nor do we know how soon it will be. 

10. That the Grange support policies designed to encourage, 
stimulate and further the use of private-trade channels in expanding 
and developing foreign trade in agricultural commodities, including 
the development of measures to provide adequate information and 
other similar export services. 

11. That the Grange support policies to expand foreign trade 
through the use of surplus agricultural commodities to acquire 
increased amounts of strategic materials essential to our national 
security. The materials purchased should be set aside and stockpiled 
and be made available for use only in the case of national emergency - 
or for purposes of rotation to prevent deteriorations. 

These 11 statements, Mr. Chairman, should have been put in quota- 
tion marks. They are part of the policy approved by our delegate 
body, and provide the basis upon which we make this total statement. 

The vast majority of farm people, as we know them and understand 
them, are shauamle cognizant that our most important market is this 
market—right here in erica. We are for. the most part equally 
aware of the fact that unless we can market some 10 or 12 percent of 
our total agricultural output—and I assume that parctically all 
members of the committee know that it runs up to a third of the total 
production or even a little higher than that under present circum- 
stances—and then effectively balance our output as between agri- 
cultural commodities themselves, there is no effective recipe for the 
high level of agricultural income that we believe is essential to the 
expanding American economy that must be our total objective. It 
must be our total objective. 

It therefore seems clearly to follow that removal, adjustment or 
offsetting of the effects of our present tariffs and other restrictions on 
trade must not only be done cautiously, but that they must be carried 
out in connection with bargains or other arrangements which clearly 
provide for mutual advantage to the people of the United States and 
the people of another nation or other nations involved. 

The degree of gradual reduction of tariff rates in themselves, which 
was outlined in the President’s message of January 10, certainly seems 
to recognize the compulsion of the sort of caution which is required in 
pursuit of this trade expansion objective. It is our considered judg- 
ment, however, that there are doubtless many circumstances and 
situations which would yield greater progress with less danger of dis- 
ruption and dislocation in our own economy, through specific devices 
to promote profitable bilateral and also multilateral trading operations, 
rather than to rely entirely upon simple and direct reduction in tariff 
rates. This belief prompts the oft repeated reference in Grange 
programs to use of the tariff drawback mechanism through some sort 
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of certificate, which would encourage mutually profitable trade 
expansion. 

It seems clear to us, as farm people, that it would be impossible to 
overemphasize the fact that a major factor in our present American 
level of efficiency and consequent high living standard, is the vast 
trade-barrier-free market available to most Americans within and 
without agriculture. Difficult, therefore, as this assignment may be, 
and cautious and considerate as we ourselves who want to see the 
assignment carried out must be, there is such clear reason and urgency 
from the standpoint of our own welfare and from the standpoint of the 
future peaceful and profitable development of improved relations 
throughout the world, that we pledge the legislative and the executive 
branch of our Government the most careful and constructive considera- 
tion of which we are capable in our criticisms presently, and in the 
future. 

We thank you, Mr. Chairman. 

The Cuatrman. That completes your statement, Mr. Newsom? 

Mr. Newsom. Yes, it does. 

The Cuarrman. We thank you for your appearance and the very 
helpful information given the committee. 

Mr. Reed of New York will inquire. 

Mr. Reep. I have enjoyed your presentation here, and I wanted to 
eall your attention to a situation which is rather troublesome to me. 
I have gone back to some of the debates on the McKinley tariff bill 
on May 7, 1890, and the subject of the debate was wheat. I am 
quoting now: 

The agricultural condition of the country has received the careful attention of 
the committee, and every remedy which was believed to be within the power of 
tariff legislation to give has been granted by this bill. It has been asserted in 
the views of the minority that the duty put upon wheat and other agricultural 
products will be of no value to the agriculturalists of the United States. The 
committee, believing differently, has advanced the duty upon these products. 
As we are the greatest wheat producing country of the world, it is habitually 
asserted and believed by many that this product is safe from foreign competition. 

Quoting again: 


We do not appreciate that while the United States last year, in 1889, raised 
490 million bushels of wheat, France raised 316 million bushels of wheat, Italy 
raised 103 million bushels, Russia 189 million bushels, and India 243 million 
bushels, and the total production of Asia, Asia Minor, Persia, and Syria, amounted 
to over 315 million bushels. Our sharpest competition comes from Russia and 
India, and the increased product of other nations only serves to increase the 
world’s supply and diminish proportionately the demand for ours. If we will 
only reflect on the difference between the cost of labor in producing wheat in the 
United States and competing countries, we will readily perceive how near we are 
to the danger line, if indeed we have not quite reached it, so far even as our 
total markets are concerned. 


That is the end of the quotation. 

Since that time, there has intervened the Spanish war to disrupt 
our economy, and World War I which disrupted our economy, and 
World War II has disrupted it, and the Korean war has disrupted it; 
and the situation we are now in is not disrupting it, but there is an 
old saying in the Scripture that where there is no vision, the people 

erish. 
I am trying to take a long-range view of this situation. Eventually, 
the chances are that we will be doing business with Russia. Her labor 
is practically conscript labor, and they do not have to worry about 
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the cost of production. They are closer to the world market than we 
are. The time is coming when they will see the opportunity, especially 
with price supports and all of that, of stepping into those countries 
which are now buying from us, and we will face a real problem. 

So it strikes me that before we go too far in going down the line 
toward free trade, we had better watch what is going to happen in 
a few years in regard to these markets over there as these other 
countries swing into action and into production, and then seek to 
get into our market with its high price supports. Have you given 
pretty thorough attention to that? 

Mr. Newsom. Yes, sir; we think we have. We have at least been 
trying to. It is pretty hard. We have been doing that for several 
years, and I am thoroughly aware, Mr. Reed, that you are rather 
familiar with some of the discussions and deliberations that we have 
had. Even so, I would like to comment on this particular point that 
you raise, with two specific points. 

First of all, as a major exporter of wheat, an import duty does not 
serve to provide much protection for American farmers. That fact 
in itself, as you no doubt know, is the origin of the so-called old 
export debenture idea which has had Grange approval for many 
years, and which we still think has a great deal of value. Frankly, 
we now do not feel that that particular name accurately expressed 
the full purpose that that mechanism could serve. It is the same 
mechanism that was advanced by the father of our protective tariff 
system itself, when he said that even in the face of the seeming 
desirability of a protective tariff mechanism at that time, it should 
be recognized that the basic agricultural producers might well come 
to a time when they would have to have some benefits of the protective 
system which could only, in his opinion, be afforded by the imple- 
mentation of a tariff drawback mechanism. 

Mr. Resp. Something in the nature of a subsidy, is that the idea? 

Mr. Newsom. Well, actually it is what we are now calling the 
trade certificate program. We have referred to it here in this testi- 
mony, but it would be a mechanism that would give to the purchaser 
of our natural or normal export crops a trade certificate which would 
be good as payment of import duties of some of the imports that we 
need to have this in country. We recognize that the mechanics of 
carrying out this objective could be complicated. But the funda- 
mental theory of giving to some other nation access to new and 
enlarged income created in this country by virtue of their purchase 
of a commodity which was otherwise not salable, which purchase 
therefore created national income in the United States that did not 
exist prior to that purchase, I say the principle of giving foreign 
countries access to a portion, at least, of that new national income in 
this country is a sound principle. That is the principle that we are 
seeking to use in the tariff drawback mechanism. 

Mr. Reep. Do you not see—and of course you do—you see the 
danger if Russia and all of these countries, viewing the vast amount 
they produced before the disturbances came over the world—you 
recognize they do not have to observe any of the rules we have in 
our economy. They can expand their wheat production without 
limit. These other countries are going to certainly buy the wheat 
where they can buy it the cheapest. 
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Mr. Newsom. We share that concern, but actually, I do not want 
us to be guilty of overemphasizing that concern at this particular 
stage, because I really think there is some danger in overemphasizing 
concern on that situation, over a situation which might develop some 
years hence, if we fail to recognize that quite the contrary is true 
today. Actually, as we understand some of the things that are 
going on in Russia, since you have mentioned Russia, their agricultural 
production is down. It needs to be raised so much that they are 
putting terrific efforts behind it. 

For example, they are now trying to raise winter wheat in areas of 
Siberia where the thermometer goes as low as 35 degrees below 
Centigrade in the winter time. They are desperate for wheat. Of 
course, they export wheat, and they do it by taking it out of the 
mouths of their own people. That is the kind of an adversary we 
are dealing with. 

But I am not too much concerned right now, so far as the immediate 
situation is concerned, about our inability to compete effectively 
with any wheat producer anywhere in the world, assuming, as I 
indicated a moment ago, that we might be successful in providing 
some sort of a price-supporting or income-supporting mechanism in 
our own domestic economy for that which is consumed here. 

Mr. Rerp. What I am worried about here is that we get the idea 
that we have got a permanent place to take care of our surpluses 
here, and we keep increasing those surpluses on the theory that we 
will always have this market over there in which to dispose of it. 
I think Russia is a constant threat on that point, if the nations over 
there get to doing business, as many of them want to do now. 

Mr. Newsom. I want to say to you, sir, that we have sincerely 
appreciated your very honest concern on that particular sort of a 
question. However, I believe that we in large measure can approach 
that particular problem through other legislative mechanism rather 
than to read too much danger into this particular legislation, H. R. 1. 
That is an authorization to the executive branch of the Government, 
as we interpret it. 

Mr. Rerp. | have appreciated this opportunity of hearing you and 
hearing you present your views. I have been a Granger now for 59 
years. 

' Mr. Newsom. We know that full well, and we are proud to claim 
you. 
~ The Cuarrman. Mr. Harrison of Virginia will inquire. 

Mr. Harrison. Directing your attention to the 6th recommenda- 
tion, with reference to the drawback plan that you make reference to, 
would you mind just briefly elaborating on that recommendation? 

Mr. Newsom. In addition to the statements that I made to 
Congressman Reed, I would say that it could be used, in our opinion, 
very effectively to meet the present situation that we have here in 
American produced rice, for example. We have usually thought of 
it in terms of wheat, because I think that it would fit wheat beauti- 
fully. But there is no reason under the sun that we should not try 
effectively to sell rice to Japan when they need it so desperately. Of 
course, they are likely to get it from closer by. 

But one of the major factors in the Japanese situation right now, 
as I understand it, is their shortage of that very important cereal, 
which to them is rice. 
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If we could use this tariff drawback mechanism—I do not know 
exactly, but it seems to me that the tariff on rice runs about $2.10 
a hundred pounds night now. That is a figure that may not be ac- 
curate, but it is good enough for the sake of this illustration. If this 
mechanism could be in operation, then the Japanese importer of our 
American rice would get a trade certificate in the value of about 
$2.10, if that is the accurate figure, for every 100 pounds of rice that 
he imports from the United States. That certificate then could be 
used as payment of import duties into the United States, of Japanese 
silk, their chinaware, and their toys, and their other natural or normal 
exports. 

As I said to Congressman Reed, we concede that you might have 
from time to time to control the commodities, or even the volume of 
commodities, on which these trade certificates might be applicable. 
But as I say, the fundamental principle of using their willingness to 
purchase our rice, in a manner of rewarding them with access to our 
markets to match the expanded income that their purchase of the 
rice itself generated, I know is a sound approach. 

That is what we had in mind in our closing statement here by saying 
that the development of some particular device, or economists call it 
“economic institution’’, to actually balance trade and expand it on a 
profitable basis for all parties concerned, is in our judgment likely to be 
a great deal more productive of the kind of profitable trade expansion 
that we envision than a simple frontal assault, even though you may 
limit it to 3 or 5 percent per year. That is, on the prevailing tariff 
duties without any direct purpose in mind in that assault. 

Mr. Harrison. I assume that an example might be made in South 
America, which might be a better example than Japan. 

Mr. Newsom. Probably so. I confess I do not think of any right 
now. I used rice in Japan, and I could use cotton with equal efiec- 
tiveness, of course. 

Mr. Harrison. I notice what you say in your Recommendation 
No. 9, and I assume from that that you probably think the State 
Department has not been very alert in protecting the American agri- 
culture in these trade agreements. Do you say that? 

Mr. Newsom. Yes, sir. I think that I said that in an aside. Our 
prepared statement puts it in the positive by saying that we urge 
greater consideration be given agriculture. Actually, this seeming 
compulsion of having an endless sort of a conflict between our Depart- 
ment of Agriculture and our Department of State, and sometimes other 
agencies of Government, is a product of this Topsy-like generation of 
American economic policy. We think that is our basic problem. 
Congressman Reed put his finger on a very important fact a moment 
ago. This year in which we are living now comes the nearest being 
free from war and war-born inflation, of any year that I know of in 
my adult life. Asa matter of fact, I guess it is about the first time in 
40 years that we have not had some sort of a major military conflict 
going on somewhere in the world. I think we have to remember that 
these restrictions and barriers to trade have been evolved in that kind 
of a period. 

That is why it is imperative that we try to safeguard ourselves 
against any shortsighted or reckless administration of this act. I am 
not charging the present administration nor any administration with 
intent to recklessly administer this kind of authority. Frankly, we 
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support the authority, because we just think it has to be done in this 
way. Iam only saying that we do recognize some dangers in it. 

Mr. Harrison. Let me ask you, in that connection, do you think 
that the Department of Agriculture has been fully alert in pursuing all 
ger ey "To in its efforts to dispose of surplus farm products? 

Mr. Newsom. I do not know that my reply on that can be too con- 
cise and too a We have had our differences with the 
Department of Agriculture. We do not understand why in the world, 
for example, we cannot convince them that this wheat-certificate plan 
which we passed through the House, and which they successfully 
objected to in the Senate in the last session of Congress, is a con- 
structive step forward in this matter of making possible the expansion 
of foreign markets for wheat. To that extent—and I could mention a 
few other illustrations—we do not think that they have been as 
completely alert to the opportunities of an appropriate expansion of 
foreign markets for American agriculture as they should have been. 

At the same time, there have been a great many instances when 
their real intentions have met with seemingly insurmountable ob- 
stacles from the State Department. 

Mr. Harrison. Let me ask you this question: Are you familiar 
with the recent report of the Whitten subcommittee on the subject of 
the Department of Agriculture’s efforts? 

Mr. Newsom. Reasonably so. 

Mr. Harrison. Would you care to make any comment on it? 

Mr. Newsom. After all, it is always a little easy to assume that you 
might like to start with a different situation than the one that you 
have in hand. Congressman Whitten is a good friend of ours, and we 
are proud to claim him. But we reserve the right to differ with him, 
as he does from us. We think that there is more danger than Con- 
gressman Whitten recognizes in this making available our rather 
sizable stocks of wheat or cotton for export on a bid basis. We do not 
want to wreck the world markets. 

Mr. Harrison. By dumping, you mean? 

Mr. Newsom. Yes. We are as much concerned about that danger 
as some of our friends abroad, because we are expecting to live a long 
time, and that sort of thing would react against us just certainly. The 
major source of concern in the mind of our farm friends around the 
world, as expressed in the International Conference in Arabia last 
May, was just how we are going to handle this particular problem. 

I can well understand that Congressman Whitten’s proposal, even 
though it was doubtless made in the greatest sincerity, probably 
scared them to death. 

Mr. Harrison. Apart from dumping, has the Department of Agri- 
culture been alert to use all statutes now in force to dispose of agri- 
cultural surpluses? 

Mr. Newsom. I think that is debatable. It is our opinion that 
failure to use a mechanism which was developed, and about which 
probably you know something, at least, a year ago to dispose of butter 
stocks on a relatively competitive basis—it was a mechanism that some 
of us had gone to great length to generate and publicize; the industry 
was ready to go to work on it—we have never felt that the Department 
was justified in refusal to use that particular butter-selling program. 

Mr. Harrison. It is true, is it not, Mr. Newsom, that there are 
many agricultural products in surplus, and hence in serious distress, 
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which are not under the protection of purchases of the Commodity 
Credit Corporation; is that true? 

Mr. Newsom. Oh, yes. 

Mr. Harrison. Has the Department of Agriculture been disposed 
to push the sale more of articles whose prices are protected under the 
price-support law than it has those that are in surplus but not under 
that protection? 

Mr. Newsom. Well, it is my opinion that the answer to that one is 
“Yes.” I would want to look the situation over before I gave you a 
final answer. 

Mr. Harrison. Of course, if that is true, instead of encouraging 
the farmers not to ask for additional price supports, it would have a 
tendency to have them come in and ask for ocher commodities to be 
put under protection, so that they, too, would have the help of the 
Department of Agriculture in disposing of their surpluses. 

Mr. Newsom. That is exactly the danger, sir, in the kind of nearly 
complete reliance that we have been guilty of. I say we have been 
guilty of relying almost entirely on direct Government price support 
processes. ‘That sort of reliance gets us into exactly the type of thing 
that you are talking about. That is why we in the Grange felt that 
it was terribly unfortunate that the largely academic argument ensued 
in the Senate last year over whether or not we were going to talk about 
supporting prices at 80 or 82 percent of parity, when actually the 
formula was perfectly clear on the basis of present circumstances we 
were going to continue to support prices at 90 percent of parity with 
the set-asides and all of that thing. I think that debate just added to 
the confusion. What we should be talking about more often is this 
type of thing, which is going to help us expand markets and remove 
the need of dependence upon Government price supports. That is 
the only reason or the main reason that we just did not permit our- 
selves to get involved in that controversy, when it apparently was so 
all-important to the newspapers and a lot of other people. 

Mr. Harrison. Certainly you would agree that there should be no 
favoritism in the activities of the Department of Agriculture in the 
disposal of surplus goods as between those under price support and 
those which are not. 

Mr. Newsom. From the farm point of view, the answer is exactly 
yes; and I think from the point of view of the American taxpayer, we 
have a right to expect them to try to redeem their holdings of agricul- 
tural commodities and get their dollars out of them as best they can. 

Mr. Harrison. If you followed that to its logical conclusion, 
would that not create a demand on the part of growers of products 
that are not now protected, to be included under protection, not only 
so they would get the protection but so that their surpluses would 
receive aid in their disposal? 

Mr. Newsom. It has tended to do that, but I am very certain that 
a great many people are beginning to realize that there is no perma- 
nent, long-time agricultural prosperity in that particular route. So 
I think they are beginning to look more earnestly than they have 
ever looked before, for other recipes to increase farm income. 

Mr. Harrison. But my point is that the segment of agriculture, 
who has not asked Government protection, should not be punished. 

Mr. Newsom. I guess I did not understand your question. I 
apologize. 


57600—55—-pt. 1-36 
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The CHairMan. Are ie any further questions? 

Mr. McCarthy of Minnesota will inquire. 

Mr. McCarray. I would like to have your opinion on the general 
question of farm prosperity as it relates to the volume of agricultural 
production and the disposal of that production. Are we agreed that 
agricultural production in this country has outrun the potential 
demand for agricultural commodities in the United States? * 

Mr. Newsom. No, sir, I do not agree to that. 

Mr. McCarruy. Do you have any proposals for increasing effective 
demand? 

Mr. Newsom. Yes, sir. We have just completed about an 18 
months’ study of the subject of barriers to increased milk consumption. 
This American market of ours, as fine as it is, can stand some improve- 
ment. ‘There is no excuse, in my mind, as a Jersey cow farmer, for 
having the United States stand in 13th place i in per capita consumption 
of total dairy products, and yet that is where we stand. There is no 
excuse for us being such relatively low-level consumers of such a 
delicious and wholesome food as fluid milk. So we have j just recently 
published a report entitled, ‘Barriers to Milk Consumption,’’ because, 
first of all, we think we must understand why milk consumption has 
gone down instead of up. 

Actually, we are producing less milk per capita in this country 
than we have ever aan before in history, I believe without 
many exceptions, if any. 

We are doing fairly well in stimulating consumption of meat and 
other high-protein products. We can probably do better. We still 
are not at the top of the list among nations of the world. I do not 
know why we shouldn’t be, as the most developed nation in the world. 
As I have already indicated, we think there is great room for ex- 
pansion of some markets abroad. 

Mr. McCarrnuy. So that, in your opinion, a great deal could be 
done to solve the problem of agricultural surpluses, simply by atten- 
tion to the domestic market. That is, reducing prices, or increasing 
consumer purchasing power. 

Mr. anaes Yes, sir. 

Mr. McCarrtuy. My second question has to do with the position 
of our agr icultural products in international trade. So far as indus- 
trial products are concerned, in many cases we are not in a position to 
compete with similar industrial products produced in other countries? 

Mr. Newsom. I am sorry, but I did not get that question. 

Mr. McCarrtruy. What is the competitive position as between our 
industrial products and industrial products of similar kind produced 
in other countries? That is the question. 

Mr. Newsom. Between our industrial products and similar prod- 
ucts, you mean? 

Mr. McCarrny. Yes, as they might be offered in the world market, 
leaving out the question of wage scales, and so on. 

Mr. Newsom. There are, of course, as you well know, some out- 
standing examples of effective competition in industrial products. I 
have in mind the recent delivery of, I presume, probably $100 million 
worth of British aircraft to Capital Airlines and to Trans-Canada. I 
understand, on the other hand, that BOAC has recently negotiated a 
contract with our DouglasCorp. Soapparently the aircraft are flowing 
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the other way, too. I think we can all cite a great many cases of 
some rather effective competition. 

Mr. McCarrny. Is the same thing true with regard to agricultural 
commodities? 

Mr. Newsom. Yes, sir. 

Mr. McCarruy. Are we in the same disadvantageous position that 
you say we are with regard to industrial products, or from a com- 
petitive point of view do we have an advantage in a free market? 

Mr. Newsom. I think it would be impossible to answer that ques- 
tion with a great deal of meaning, and keep the answer brief. I gave 
you an illustration, one very outstanding illustration here. I enjoyed 
the high quality butter and cheese a great deal, and yet I did not have 
much appetite for raw milk after I saw it being produced on the farms 
and the way it was bandled there in Kingman. I did not even use 
the cream in my coffee. 

I can see the possibility ofa time when we might be able to provide 
some market in this country. I do not think that is very soon upon 
us, but we might even be able to provide a little market for cheese 
or perhaps even for butter, from such low-cost producing areas. But 
we must not attempt to do it until we have a good immediate market 
here for the fluid milk which is, after all, the major product. These 
other products are byproducts of our fluid-milk industry in this 
country. 

One of the fatal mistakes we have made is trying to support the 
fluid-milk industry by supporting the price of byproducts of that 
industry. The situation has changed, as you no doubt know, from the 
time that I used to carry the milk mm and run it through the separator, 
and sell the major portion of the product of the cow, by volume at 
least, through the hogs and the chickens. We do not do that any 
more. 

I am of the opinion that perhaps some of our policies are about as 
out of date as that. 

Mr. McCarrtuy. I agree with that. Really, the question I wanted 
apswered was this: Assuming we had a free international market, is 
our agriculture efficient enough to produce and compete successfully 
with products that we are ready to put on the international market, 
assuming all costs have gone into them? Can we compete successfully, 
or do we need protection? 

Mr. Newsom. For the time being, we need some protection. I do 
not know how long we are going to need it. That is a separate subject 
matter, and yet I recognize that it is related. 
ae McCartny. I[f we need it for agriculture, we need it for industry 
also. 

Mr. Newsom. There isn’t any question about it. I attempted to 
recognize that need in my reference to the watchmakers. 

Mr. McCarruy. Let us make the question relative. Do we need 
it as badly for agriculture as we need it for industry? 

Mr. Newsom. Yes, I think we need it as badly for agriculture, 
although probably we do aot need it at the same differential in very 
many cases. I firmly believe that if we at least temporarily can pro- 
vide an effective price-support operation for that wheat, for example, 
that is marketed in this country for human food, and at the same time 
put into operation a plan which would encourage reallocation of re- 
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sources, and shifts in production, in my farm language, toward the 
most efficient wheat-producing areas, then we will not be wrestling 
as we are this very morning before another committee in Congress as 
to whether or not we are going to exempt wheat that is grown and 
consumed on the farm, or what we are going to do to make it possible 
to produce enough durum wheat for the macaroni and spaghetti 
manufacturers in this country. 

All of this type of thing are examples of how we generate new 
problems when we use the wrong kind of an approach to solve an 
existing problem. 

Mr. McCarry. Would you say that in the short run, agriculture 
is likely to benefit more by freer trade «policy than industry in this 
country? 

Mr. Newsom. On the basis of relative figures of export, yes. That 
is, if | understand you. Agriculture will likely profit more than even 
American industry on the short run by a healthy sort of a balanced 
movement toward freer trade. 

Mr. McCarruy. That is all. Thank you. 

The CuarrMan. Are there any further questions? 

Mr. Simpson of Peonsylvania will imquire. 

Mr. Simpson. I was out of the room for a moment, and possibly 
you have covered this question. If so, you need not ‘reply further. 
The question is: Are you completely satisfied that there is nothing in 
this proposed legislation which in any way could jeopardize section 22 
or any of the otber provisions of law by which the agricultural program 
is protected at the moment? 

Mr. Newsom. I have made the statement that we have some divi- 
sion of opinion, even within our own staff, on that very question. 

Mr. Stmpson. Do you recommend the- committee examine most 
carefully iato that area? 

Mr. Newsom. Yes, sir. 

Mr. Stmpson. What would be your suggestion? 

Mr. Newsom. The preponderance of opinion among our own staff 
is that the legislation as drawn probably does not need any modifica- 
tion. We did have a couple of staff people, however, who wanted me 
to suggest that a section about like this should be incorporated: ““That 
nothing herein should be construed to impair the effect of section 22.” 

Mr. Simpson. Do you recommend that? 

Mr. Newsom. I have not recommended that. I only mention that 
for the sake of your information, to indieate that point. 

May I say in further detail here that one of the real factors which 
concerned some of us is the fact that, even though the imposition of an 
import fee up to 50 percent of the ad valorem is provided, it has not 
been used very often. As I recall, our experience—and I have only 
been in this town 4 years; I was a farmer all my life up until that time, 
so some of my recollection here may not be completely accurate—but 
when we abandoned section 104 in the so-called Price Stabilization 
Act, it was necessary, as I recall it, to impose that import-fee provision 
of section 22 in the case of some fats and oils, I believe. 

We felt at first reading that H. R. 1 might ‘possibly prohibit the i im- 
position of that sort of a temporary export fee. However, it was our 
considered judgment that this committee had no intention of permit- 
ting that sort of impairment of the purpose of section 22, and that is 
why we did not even propose it. I did make a note of it. 
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Mr. Simpson. Is it your desire or would you object to legislation 
which authorized the President to change the devices now in the law 
protecting farm production in any manner? 

Mr. Newsom. I donot know. Iam afraid that is too big a question 
for me to answer here. We very frankly think that there is a great 
deal of modification that is needed, and I think presumably some of it 
might be done by authority to the executive branch of the Govern- 
ment. But I am not prepared to answer that question. 

Mr. Simpson. Let me limit it to section 22. 

Mr. Newsom. Well, I would say that if we were to encounter some 
completely abusive or short-sighted administration of this sort of 
authority, we would probably be coming right back to Congress and 
asking that the authority be terminated. I expect there would be 
some escape mechanism for us, but perhaps we are living dangerously 
with that assumption. 

Mr. Stmpson. I am trying to find out whether you think it is an 
area that should be handled by congressional action directly, or is it 
something that the executive branch might handle itself? 

Mr. Newsom. Let me -just.say to you frankly, as I have already 
said to you, we are concerned about that. At the same time, we recog- 
nize that if we are going to make any progress in reducing these bar- 
riers and expanding trade, we are going to have to do it through bar- 
gaining mechanisms which we think this legislation provides for. 

Mr. Simpson. Not by Congress, but by the executive branch? 

Mr. Newsom. In large extent we think that it can be done more 
effectively in negotiation and in bargaining. 

Mr. Stmpson. Do you mean, then, any future changes in section 22, 
and so on, should not be done by Congress but by the executive branch? 

Mr. Newsom. I do not mean that. I mean to say that Congress 
will have to have authority to determine the function of such things 
as section 22, in relation to any other legislation that you have enacted 
or may yet enact. I do not know that there needs to be too much 
conflict between the purpose of these restrictions and what we prefer 
to think of as an intelligent and skillful administration of this kind 
of executive authority. 

Mr. Simpson. That is all. 

The CHArrMAN. Are there any further questions? 

If not, we thank you, Mr: Néwsom, for your appearance and the 
very helpful information given the committee. 

Mr. Newsom. We thank you, Mr. Chairman. 

The CuatrMan. The next witness is Mr. Replogle. 

We are very glad to have you, Mr. Replogle, and we appreciate 
your appearance. Please give your name and address, and the 
capacity in which you appear, for the record. 


STATEMENT OF DELBERT E. REPLOGLE, REPRESENTING THE 
FRIENDS COMMITTEE ON NATIONAL LEGISLATION 


Mr. Repiocus. Thank you, Mr. Chairman, for this opportunity. 

My name is Delbert E. Replogle. I live in Ridgewood, N. J. lam 
president of the Electronic Mechanics, Inc., and Mykroy, Inc. com- 
panies, which manufacture high quality electrical insulation materials 
for the electric and electronic fields. I am chairman of the general 
committee of the Friends Committee on National Legislation, with 
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headquarters at 104 C Street NE., Washington; D.C. I appear today 
on behalf of the Friends Committee on National Legislation, and not 
for the Religious Society of Friends—commonly known as Quakers— 
as a whole, with which our committee is affiliated, but whose demo- 
cratic organization does not permit an organizational spokesman. I 
am confident, however, that the views I am about to express represent 
those of a large segment of our members and that they reflect our 
basic belief in the dignity and worth of the individual, and the need 
for the international cooperation in a peaceful world, which is vital 
to the well-being of every individual in it. 

I am appearing today in support of H. R. 1, a bill designed to 
extend the authority of our President to enter into international trade 
agreements. I should like to advocate in particular the following 
minimum goals: 

First, 3- to 5-year extension of the Trade Agreements Act. 

Second, Presidential authority in accordance with his request to 
lower tariffs 15 percent over a 3-year period, and in the case of goods 
in which the existing tariff rate is over 50 percent ad valorem, to 
reduce the rate to that level over a 3-year period. 

Third, Presidential authority to reduce, by not more than one- 
half over a 3-year period, tariff rates in effect on January 1, 1945, on 
articles which are not now being imported or which are being im- 
ported only in negligible quantities. 

The provision for a 3- or 5-year extension of the Reciprocal Trade 
Act will bring assurance and an adequate degree of security to indi- 
viduals and companies engaging in foreign trade. It will enable them 
to plan ahead and to take measures to build a market for an article 
to be imported. This would encourage more substantial interests to 
enter with greater financial means the import business, to the advan- 
tage of the American public. 

he basic reasons for having a tariff on any imported articles are, 
as I understand them, as follows: 

First, to raise revenue. 

Second, to protect certain industries which may be just starting— 
infant industries as we call them—or which are inefficient by reason 
of poor management or lack of know-how. or inefficient because of 
difficulty in securing the necessary basic raw materials. Or to pro- 
tect certain industries in order to provide work for certain skilled 
workmen whose skill is necessary to the national economy. And, as 
we have often heard, to protect the standards of living of our people 
who would work in these industries: 

And third, to make our national eeonomy self-sufficient in times 
of national emergency such as shipping strikes, great storms, or inter- 
national crises. 

The first of these basic reasons, I think we have found obsolete, 
because it is needed only by those governments which have been 
unable to collect taxes by other means. Our Government certainly 
would not fall in this category. 

The second basic reason, to protéct infant industry or certain 
other industries, has much appeal to the average American, and has 
some merit, without question. However, the question of continuing 
an inefficient industry which cannot compete with other industries 
abroad thrusts upon the American public a debt of paying higher 
prices for the goods that that industry would make, and it perpetuates 
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the protected industry in inefficient ways and does not stimulate the 
development of low-cost quality products to compete in the world 
market. For those industries handicapped by difficulty in securing 
raw materials, protection is unquestionably needed, and that can be 
determined by the proper governmental agencies after a research into 
the facts of the situation. 

Protection of certain industries in order to give work to certain 
skilled workmen whose skill we need is a very worthy cause for tariff 
application. However, when one figures the cost which this imposes 
upon the American people in payment for this subsidy—for such it 
is—as compared with a direct subsidy to those skilled workmen, you 
would find we are paying much more than if we would actually work 
out a suitable subsidy, either in special contracts for companies em- 
ploying such workmen, or a direct subsidy on their wages. 

In regard to protecting industries so that the standards of living of 
their workmen can be maintained or bettered, there are many con- 
fusing issues to be raised on this subject. One is that people who are 
able to buy products cheaper can also raise their standard of living. 
Also, the degree of efficiency of the workman can determine his return, 
and it is a proven fact that the productive capacity of the average 
American workman has today far exceeded that of his foreign counter- 
part. 

In regard to the third reason for a tariff—to make our Nation 
self-sufficient in times of national emergency—such industries as are 
needed can be, and have been, determined by our special services, 
and for them a subsidy could be, and should be, supplied in the nature 
of development contracts for the services needed or a direct subsidy 
on the product which they produce. In that way, the cost would be 
much less on the American public than it would be if they had to 
pay the higher price for the product, which the tariff would make 
applicable to all such articles sold in the Nation. 

We realize that hardships may result to substantial portions of the 
American economy, through the reduction of tariff rates—and we are 
not indifferent to this problem. We believe that the criteria set forth 
in the present “peril points’”’ amendment and the ‘escape clause,” to 
determine when a whole industry has been injured, are valid ones— 
and that special protection sometimes is essential for the ‘infant in- 
dustries.””. However, we would urge that this committee give serious 
consideration to loans, vocational training, and other assistance to 
communities where industries are so affected, rather than raising 
tariffs—a method which sometimes not only injures the economy of 
eer al but also creates difficulty for the American consumer 
as well. 

A liberal trade policy should be one of the foundations of America’s 
foreign policy. We have a very real stake in the economic well-being 
of the world’s people, and we have expressed our sense of responsibility 
in this respect through generous programs of relief and rehabilitation 
following the war, now succeeded by technical cooperation and de- 
velopment assistance, both through United States and United Nations 
programs. 

We strongly believe that economic development of the under- 
developed countries in the world would greatly lessen world tensions 
where they exist, as for example in Asia, in the Middle East, and in 
Africa, and that the lessening of these tensions would greatly relieve 
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us of the fears that cause us now to propose a budget of over $40 
billion for military purposes. Our whole export business of approxi- 
mately $12 billion should be compared with this $40 billion expendi- 
ture which we as a nation feel is necessary because of the present 
world conditions. If international tensions can be lessened, a sub- 
stantial reduction in this financial burden we believe could be achieved. 

Though many may dispute this with us, we are of the firm belief 
that we are our brother’s keeper. In this atomic age the welfare of 
the other peoples of the world is more than ever our concern. Trade 
between the nations will raise their level of living, will raise our level 
of living, and in so doing will lessen the chances of the international 
conflicts which affect the economic balance of the whole world. We 
are concerned with the individuals in these countries, many of whose 
daily major concern is whether they will have a full stomach at night 
and whether they will be able to keep warm during the next winter 
season. 

People whose main concern lies in these material lacks do not make 
good customers for anyone. Then too, men and women who are ill- 
fed, ill-clothed, and ill-housed—according to the last survey of FAO 
this still applies to more than half the world’s people—turn more 
readily to the false claims of those who offer economic panaceas in 
totalitarian form, which never actually materialize, and lead their 
followers into situations from which only violence seems to release 
them. 

Also, the best alternative to indefinite cold war, capable of explod- 
ing overnight into armed conflict, would seem to us to be a world in 
which men increasingly learn cooperation, conciliation and, in the end, 
find a sense of real brotherhood. Trade channels which are free can 
have beneficial results in this respect. Here again the United States 
should be willing and eager to take the lead in continual pressing for 
greater movement of goods throughout the world. 

Thank you, gentlemen, for this opportunity of presenting our views, 
and we hope that the President will be given the rights which he has 
requested, to extend the reciprocal trade agreements for a definite 
period of time. 

The CuarrMan. Does that complete your statement, Mr. Replogle? 

Mr. Repiocuie. It does, Mr. Chairman. 

The CHArrnmMan. We thank you for your appearance and the. very 
helpful information given the committee. 

Are there any questions? If not, we again thank you, sir. 

The next witness is Mr. Warren Lee Pierson, chairman of the 
United States Council of the International Chamber of Commerce. 

We are very glad to have you, Mr. Pierson. Will you please give 
your name and address, and the capacity in which you appear, for the 
record. Then you may proceed with your statement. 
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STATEMENT OF WARREN LEE PIERSON, CHAIRMAN, UNITED 
STATES COUNCIL OF THE INTERNATIONAL CHAMBER OF 
COMMERCE (ACCOMPANIED BY DAVID W. MacEACHRON, 
DIRECTOR OF PROGRAM OF THE COUNCIL) 


Mr. Pierson. May I first thank Mr. White for relinquishing his 
place, Mr. Chairman. 

My name is Warren Lee Pierson. I am the chairman of the United 
States Council of the International Chamber of Commerce, and I am 
also the chairman of the Board of Directors of Trans World Airlines. 
I represent the council in appearing before you today. I am accom- 
panied by David W. MacEachron, who is the director of program of 
the United States Council, who sits at my left. 

The United States Council is an association of private business 
enterprises and trade associations which represents the interests of 
the American business community in the International Chamber of 
Commerce, a federation of similar organizations representing the 
business interests of 30 different nations 

In view of the United States Council’s international affiliations, I 
wish to make it clear before expressing opinions on the legislation you 
have under consideration today, that the views I present are those of 
American executives exclusively. We feel that our members can make 
a contribution to your deliberations because of their knowledge of 
foreign business conditions and opinions, but these recommendations, 
those I am making today, are based entirely on what they consider 
to be the best interests of the United States. 

The United States Council has for many years been identified with 
the promotion of international trade by initiating and participating in 
efforts to overcome its technical difficulties and to find right answers 
to the economic and political problems that interfere with the trade 
between nations. 

The United States Council supports H. R. 1 strongly, and urges 
that it be enacted. 

There are compelling reasons based on considerations of the national 
security for supporting this bill. Our whole system of military alli- 
ances is based on the spirit and strength of the other free countries. 
ne believe that enactment of this bill will encourage and strengthen 
them. 

It will do this, first, because it will demonstrate that the United 
States will not turn back to economic isolationism. This will have a 
favorable effect on foreign thinking which goes beyond the economic 
sphere. 

Second, it will help other friendly nations to earn the dollars they 
need to buy the goods they require and want from the United States. 
This will make them stronger economically. 

Third, by hastening the day when United States foreign aid will no 
longer be needed, it will increase the political strength and cohesion 
of the free world. Self-reliant nations who are paying their own way 
are the best allies. 

Fourth, we believe that enactment of this bill will stimulate mutually 
profitable trade and investment among the free nations and reduce 
the possibility of trade disputes which could weaken the foundations 
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of free world unity. The committee, we feel, should take account of 
these considerations. 

But the United States Council, as a group of practical businessmen, 
also rests its support for this bill on other grounds. We support this 
bill because we dre convinced that it will benefit the United States 
economy by expanding international trade. Enactment of this bill is 
essential if the United States is to cooperate with other nations for 
the reduction of tariffs and other forms of governmental restrictions. 
We cannot hope to lower the barriers to trade erected by other nations 
without the bargaining power contained in this bill. As these ob- 
stacles to trade are removed, the businessmen of the world will inevita- 
bly enlarge the trade between nations as they seek new customers and 
new sources of supply. The expansion of trade is an objective which 
surely no one who appears before you will oppose. 

Through expanding trade we will increase the market for American 
goods. As world trade expands the production of industrial raw 
materials will be stimulated and what we regard as ill-conceived efforts 
by other nations to achieve national self-sufficiency will be discouraged. 
Thus we will further encourage the growth of our exports and our 
production and reduce undesirable fluctuations in business activity. 
Expanding trade will increase the efficiency of our industries by givin 
them the stimulus of more vigorous competition. Further, we wi 
multiply the quantity and variety of goods for consumers to buy. 

A dramatic example of just one of the benefits which international 
trade has for this country occurred last year. Exports remained high 
during the business decline in the first part of the year when domestic 
business slackened. I noted that our exports were credited by the 
Federal Reserve Board in the October issue of its bulletin with being 
an important factor in bringing that business decline to an end. 

There will be those who agree that expansion of trade is important 
while opposing measures, such as this bill, for accomplishing that end. 
Some will say that they only wish protection from unfair competition. 
I would be the first to advocate protecting our industries from unfair 
competition such as dumping, patent and trade-mark infringement, 
and improper labeling of goods. Such practices are prevented under 
our laws, and those who have tried to compete unfairly in our market 
soon learn that these laws are enforced. 

The United States Council believes that the great majority of 
businessmen in the United States recognize the value of competition— 
whether foreign or domestic—as the stimulus to efficiency and progress 
that has made our economy strong. No businessman these days 
would advocate that the Government should intervene to restrict 
competition within the United States even though wages and other 
costs of production vary widely throughout the country. The 
economic effects are just as undesirable when the Government 
intervenes to set up new blocks to international competition. 

Businessmen look to their Government to provide stability in the 
conditions governing international trade and to avoid capricious 
changes. Stability in United States trade and tariff policies is essen- 
tial if businessmen are to conduct their dealings with reasonable 
confidence. 

We in the council feel that stability in our tariff policy is needed 
even by firms which face strong foreign competition. It is an un- 
healthy state of mind for a businessman to hope that the Government 
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will step in to cut down his competition. While harboring such hope 
he is not encouraged to make his best efforts to meet the competition. 
If he knew that the policies governing foreign competition were not 
likely to be changed, he would face up to the problem in the American 
tradition of meeting it and seeking to beat it. 

We believe that this bill will help expand trade through restoring 
the continuity and stability to American trade policy which has been 
lacking in recent vears. I would like to comment now on certain 
particular aspects of this bill. 

Section 3 of H. R. 1 makes specific reference to the President’s 
authority to negotiate on such matters as most-favored-nation 
standards, quantitative import and export restrictions, customs 
formalities, and the like. As I understand it, this section would 
remove any doubt concerning the necessity of the United States agree- 
ing with other nations on trade rules covering these questions. 

Tuséenationel agreement on these matters prevents individual 
countries from destroying the value of their tariff reductions by 
imposing other forms of trade restrictions. The United States and 
other nations have long recognized the need for such rules and have 
incorporated them in bilateral agreements as well as in the General 
Agreement on Tariffs and Trade. Their enforcement has helped to 
stabilize the conditions governing international trade. 

The United States Council is now making a thorough study of the 
general agreement. On the basis of this study the United States 
Council believes more firmly than ever that internationally agreed 
rules are essential for the conduct and expansion of trade. That part 
of section 3 of which I just spoke is thus of special value to the basic 
te * of increasing the stability of United States trade and tariff 
policy. 

The fact that this bill extends the life of the Trade Agreements 
Act for only 3 years is, in our mind, far from ideal. We would have 
preferred a longer period of extension. Three years provides a very 
short period for long-range business planning. 

The United States Council considers the authorization contained in 
the bill to reduce tariffs by 5 percent a year for 3 years a bare mini- 
mum. Nevertheless, this bill will carry on the Trade Agreements 
Act and will permit further tariff-reducing negotiations. 

As I read the special proviso on Japan, it does not create any new 
power but merely extends the existing situation for the goods listed 
in the Government’s announcement on negotiating with Japan. 
Some special arrangement is surely required for Japan in view of the 
great difficulty she has had in exporting enough goods to obtain the 
imports needed for her very survival. Japan’s strategic importance 
to the United States is so great that we simply cannot afford to allow 
her to drift into the Soviet orbit as a result of being unable to support 
herself through trade with free nations. I speak with special feeling 
on this point because I spent considerable time in the Far East since 
the war, and I was impressed by how crucial it is to us to keep Japan 
on our side. It is doubly important to retain existing negotiating 
authority as regards Japan, since we have never had a trade agree- 
ment with her, and our tariffs on the Japanese specialties are still 
largely the high rates of the Tariff Act of 1930. 

here are two special tariff-reducing authorities contained in the 
bill which the United States Council commends: The power to reduce 
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by stages any tariffs which are now more than 50 percent ad valorem 
to 50 percent; and the power to reduce tariffs on goods being imported 
in negligible quantity or not at all, to levels equaling half of what they 
were on January 1, 1945. The tariffs covered by these two provisions 
seem likely to be prohibitive, or nearly so, in many cases. The 
United States Council believes that American producers should not be 
granted a monopoly of the domestic market for any commodity except 
under the most unusual conditions which would warrant special action 
by the Congress. . 

We believe that no provision in this legislation will cause damage to 
any healthy domestic industry. The authority granted to reduce 
tariffs is modest and must be exercised gradually and selectively. 
Past history indicates that probably not all the power granted will be 
used. It is very unlikely, however, that any American industry could 
be injured by the reduction in foreign prices which might result even 
if the full authorities in this bill were used. If an industry can demon- 
strate that the use of the tariff-reducing authority contained in this 
bill would result in really serious injury, full consideration would 
certainly be given to these facts in the careful and deliberate pro- 
cedures used for negotiating tariff reductions. 

In conclusion, the United States Council strongly supports H. R. 1 
and urges that it be enacted without restrictive amendment. In our 
judgment it will increase our security and strengthen our economy. 
We are convinced that it is in the best interest of our whole Nation. 

The CuatrrMan. Does that complete your statement, Mr. Pierson? 

Mr. Pierson. Yes. 

The CuatrMan. We thank you for your appearance, and the very 
helpful information given the committee. 

Are there any questions? Mr. Jenkins of Ohio will inquire. 

Mr. Jenxins. I have just one question. In your statement you 
deal with stability, and you accent that, and you come out very 
strongly in your recommendations with reference to stability. 

I have a prepared question here which I will ask you. You state at 
the bottom of page 4 of your statement that stability in our tariff 
policy is needed. The present bill, H. R. 1, as you know, would 
permit the President to reduce numerous rates of duty over a period 
of 3 years. This would probably result in literally thousands of duty 
changes. If the authority were really used, there would scarcely be a 
day go by that would not see some changes in duties. 

Now I wish you would tell me where there would be any tariff 
stability under conditions of that kind. 

Mr. Pierson. Mr. Jenkins, the bill provides that there should be 
no reduction exceeding 5 percent in any one year. Now, that is 5 
percent of the existing tariff. So if you assume that the tariff at the 
present time were 20 percent, 5 percent would be a 1 percent reduction, 
which I do not think would create serious instability. 

Mr. Jenxins. That would apply only to one commodity, but this 
change which the President would have the right to make would be 
there, and he could change 50 in 1 day, and 50 in another day, and 
change them back the next day. There would be no stability. 

Mr. Pierson. Granted a company might be interested in a number 
of commodities—and I do not know how many a particular company 
might have—the modest nature of the proposed reductions to my 
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mind will not lend any instabikity in any business with which I have 
ever been connected. 

Mr. Jenkins. You apply this to yourself, and it might not change 
you and you would not be ataliiy but someone else would con- 
tinuously, all the time. 

Mr. Pierson. We are being changed ad lib., an you know, and 
reduced much more than 1 percent, and that very frequently. 

Mr. Jenkins. You would have to hope for the best, I suppose. 

That is all. 

The CHarrMan. Are there any further questions? Mr. Curtis of 
Missouri will inquire. 

Mr. Curtis. Mr. Pierson, I was curious about a sentence that you 
used in your statement. You say, “It will do this, first, because it will 
demonstrate the United States will not turn back to economic isola- 
tionism.”’ 

When did we have economic isolationism in this country, in your 
opinion? 

Mr. Pierson. I think we had it prior to the adoption of the 
Reciprocal Trade Agreements Act. 

Mr. Curtis. That would be your definition. I think we had pretty 
good world trade back in the twenties, as I read history. I cannot 
remember it, but I can read it. 

Mr. Pierson. It certainly has expanded substantially since 1934. 

Mr. Curtis. I assume you mean by this statement that in the 
twenties and early thirties, we did not have an expanding foreign 
trade. But as I read the figures, this country has had rather a steady 
and healthy growth in foreign trade. I do not know any period in 
history that 1 would call economic. isolationism. 

Mr. Pierson. The Smoot-Hawley Act had a very unhappy effect 
on our foreign trade. I think all of us can agree on that. 

Mr. Curtis. That was in a situation when we had a different world 
picture, but that is what. you are referring to, is it? I wanted to get 
that. You would regard this term that you used, of ‘‘economic isola- 
tionism,”’ to refer to the adoption of Smoot-Hawley? Is that correct? 

Mr. Prerson. That is a fairly close definition. 

Mr. Curtis. I would like to pin these things down, because I have 
honestly never felt, in my study of American history, that there was 
any period of economic isolationism. I realize that phrase is bandied 
about a great deal, but I have looked upon it more as an epithet than 
a descriptive term. 

It is possible, is it not, through foreign trade, to actually be exploit- 
ing labor in other countries, if we were not careful about it. That 
could be done; could it not? 

Mr. Pierson. I do not know what we would have to do with 
exploiting labor. Countries exploit their own labor. 

Mr. Curtis. Suppose it is the labor differential involved in the 
manufacture of a product, and sweatshop labor instead of existing in 
this country would exist in another country, and we disregarded that 
labor differential and permitted goods manufactured with that kind 
of labor under those conditions to come in and compete under the 
standards that we impose in this country on labor. 

Mr. Pierson. Mr. Curtis, the President’s own message which he 
gave in connection with the so-called Randall Commission Report 
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said that so far as his administration was concerned, or his exercise 
of authority in his administration, there would be no reduction in 
tariffs based on the exploitation of foreign labor. 

Mr. Curtis. I know the President said that, and I am just con- 
cerned about your views on this. I say it is possible that that could 
be done; is it not? 

Mr. Pierson. I do not see how, since our administration is not 
prepared to do so. 

Mr. Curtis. It has been done in the past; has it not? Other 
nations who have been in their histery—or in fact, that has been an 
accusation laid at their doors, that that is actually what they were 
doing. It was exploiting the cheap labor market in other countries. 

What I am concerned about here is that you are asking in this 
proposed act for Congress to grant vast authorities to the executive 
branch of the Government. I am concerned about how much atten- 
tion, in granting that authority, we should be paying to some of 
these things that might occur if that authority were used in certain 
ways, or certain principles were not paid attention to. 

You have made some very comprehensive statements here, so I 
am asking you if, in your opinion, you do not think that this is a 
danger, a legitimate danger, that there might be exploitation of labor 
abroad in certain other countries. 

Mr. Pierson. I frankly do not think that applies to this bill. 

Mr. Curtis. You have never seen that in any of the countries 
which you have visited? 

Mr. Pierson. I have seen a great deal of it. 

Mr. Curtis. And you have never seen it in any of these so-called 
free countries that we keep referring to? The term ‘free countries,’ 
or “friendly nations” is another term that is used quite frequently— 
and I have often said that I think the term “free” is used rather 
loosely. That is from my observation. 

Mr. Prerson. I do not like the term “free countries’ or ‘‘free 
world” or anything else, but it is about the only simple way we can 
designate what we regard as those countries. 

Mr. Curtis. When we get into these details, we get into this 
question of whether there is exploited labor in some of these countries. 
I think the obvious answer is that there is. But if your judgment is 
that there is not, then that is your answer. 

Mr. Pierson. I am not certain that our lowering tariffs 1 percent 
is going to assist that exploitation of labor. 

Mr. Curtis. All I am asking is if, in your opinion, it is a fact. 

Mr. Pierson. I think countries that we are not trading with, so- 
called Iron Curtain countries, have much more exploitation of labor 
than those that we are seeking to help. 

Mr. Curtis. I would hate to try to haul out horrible examples. 
I have seen it both behind and outside the Iron Curtain, and I would 
hate to try to compare some of the countries I have seen. 

I might add, too, that it would seem to me—and this is for your 
observation—that it is entirely possible, too, that without paying 
attention to what we are doing in expanding the markets in another 
country, or rather, expanding trade, we might actually be saddling 
on the backs of the peorle in a particular country a very much un- 
wanted government, a dictatorship of an extreme sort. That could 
be possible, could it not? 
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Mr. Pierson. I would think that that would be rather a remote 
contingency as a result of this act. 

Mr. Curtis. Do you not think that among these 40 nations we 
are dealing with, there are such examples as I have mentioned? 

Mr. Pierson. I am sure we can find plenty of examples of exploita- 
tion. 

Mr. Curtis. Actually, if we did not have regard to how we were 
doing our trade with that country, we could actually be cementing or 
assisting that government to remain on the backs of the people, 
could we not? 

Mr. Prerson. I think Mr. Curtis, if there has been anything that 
has been clear in the last years since the war, it is that the so-called 
colonial countries are reaching a stage of national feeling where 
exploitation is becoming increasingly difficult. 

Mr. Curtis. I am happy to see it, but I am concerned about many 
of the statements of those who have come in here advocating this 
expanded trade, on the theory that we can just have trade, and with 
no attention paid to these other factors which I think are basic. In 
other words, if our trade were to be done on this basis of colonialism. 
or use any other term that would be something we do not want—if it 
were on that basis, we would not be gaining friends among the societies 
of these people, nor would we actually, in my opinion, be doing a very 
good job toward fighting communism. 

I am concerned, in these general statements, that no fear seems to 
be expressed that that could occur. You have made very compre- 
hensive and broad presentations here. You are discussing generalities 
and basic principles. 

The two I have mentioned I think are two that this Congress must 
be concerned with. We are the ones who have to write this legislation. 

Mr. Prerson. Well, Mr. Curtis, my statement would be sadly 
lacking clarity if it leaves the impression with you that I would be 
advocating exploitation of foreign or domestic labor. 

Mr. Curtis. I do not think you would be, sir, but I am a little 
concerned that you do not see that there is a areal danger of that, 
and that we could be doing that. And I am suggesting that with the 
world situation as we see it, it is not anything drawn out of imagina- 
tion. 

Mr. Pierson. I think if we are able, through freer trade, to expedite 
or facilitate the growth of private enterprise throughout the world, 
the chances of exploitation are much less than they are if labor is 
wholly directed by governments. 

Mr. Curtis. On page 4, you mentioned you would be the first 
one to protect our industries from unfair competition such as dumping, 
patent, and trade-mark infringement, and improper labeling of goods. 
Would you include in that, inferior health standards, for example, in 
the manufacturing process of food articles? 

Mr. Pierson. 1 was using, Mr. Curtis, the language of the bill 
when I picked up those words. 

Mr. Curtis. I understand, but I am asking you your views, if you 
would include standards we impose on health, and labor standards, 
and so on. 

Mr. Pierson. I might include those, and I might also include the 
question of regulation of currencies, which I think is more important. 
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Mr. Curtis. That is, regulation of currency, and cartels, and 
monopolies such as do exist in certain fields, and direct Government 
subsidies? 

Mr. Prmrson. To the extent that—— 

Mr. Curtis. Those are factors which you would think we would 
have a right to weigh in our determination as to whether or not we 
would consider that? 

Mr. Pierson. In our negotiations, I think we would. 

Mr. Curtis. So on page 7, you refer to the fact, in the final sentence, 
that the United States council believes that American producers should 
not be granted a monopoly of the domestic market for any commodity 
except under the most unusual conditions which would warrant special 
action by the Congress. 

A tariff could be used to protect against those various items that we 
have been referring to, and your statement on page 4 and others that 
I suggested. Is that not a fair suggestion? 

Mr. Pierson. The provision which you read, Mr. Curtis, to me 
means: protection in matters highly important to national defense 
might require specific action on the part of out Congress. 

Mr. Curtis. Do you not feel that the tariff is a legitimate method 
of protecting against these various methods of unfair competition? 

Mr. Pierson. That is a pretty broad question. That is a beating- 
your-wife question, I am afraid. 

Mr. Curtis. What is that? 

Mr. Pierson. That is a beating-your-wife question. I think it is 
too general to answer. 

Mr. Curtis. Why do you say that? I do not think it is a loaded 
question. All I asked is whether or not you thought the tariff is a 
device or method whereby you can protect against these various 
unfair things. 

Mr. Prerson. The tariff is one of many devices. 

Mr. Curtis. But it is a device? That is what I asked you. 

Mr. Prerson. Yes. 

Mr. Curtis. And in your contemplation, then, or in your statement 
on page 7, on reducing the tariffs, that should be read mm view of your 
statement on page 4. You can see what I am concerned about. 

I drew the conclusion, in reading your further statement, that you 
felt the only purpose of a tariff would be to help create a monopoly in 
the domestic market for any commodity except under unusuai condi- 
tions, and I am referring to the usual conditions which you have 
itemized to a certain extent on page 4. That is, unfair competi- 
tion 

Mr. Prerson. I do not think it should be used to protect either an 
ordinary or unusual monopoly, for that matter. 

Mr. Curtis. You do not believe in a protective tariff, then, at all. 
That is what I am getting at. 

Mr. Pisrson. That is not what I said, Mr. Curtis. 

Mr. Curtis. I am not trying to put words m your mouth. I am 
trying to find out from you. 

Mr. Prerson. If you are asking me, do I believe in free trade, the 
answer is ‘‘no.”’ 

Mr. Curtis. I tried to confine the tariff to certain specifie things, 
and use the word “protective” in relation to those particular things, 
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these unfair competition situations. I asked you whether you thought 
a protective tariff could be used properly for those purposes. 

Mr. Prerson. It could be, but legal safeguards are preferable, and 
uate variations in costs of production should not be considered 
“unfair.”’ 

Mr. Curtis. Are you in favor of or against those techniques? 

Mr. Prerson. I am sorry, but I am afraid I do not get the purport 
of your question. 

Mr. Curtis. I do not want to argue. 

Finally, I just want to ask this question: You are in favor of the 
peril-point and escape-clause provisions presently in the law? 

Mr. Prerson. The council has taken a position on that which I 
presume I had better give, since I am appearing for the council. 

Mr. Curtis. All right. 

Mr. Pierson. The council is in opposition to the peril-point con- 
cept, but in general it has accepted the recommendations made by 
the Randall Commission. 

Mr. Curtis. I see. So the council is not taking a position opposed 
to it at this time? 

Mr. Pierson. That is right. 

Mr. Curtis. And the escape clause, | believe they definitely are in 
favor of. 

Mr. Pierson. The council believes that if the escape clause must 
be retained, “serious injury” should be redefined. 

Mr. Curtis. Thank you. 

The CuatrmMan. We thank you, Mr. Pierson, for your appearance 
and the information given the committee. 

We will recess until 2 o’clock. Mr. White, we appreciate your 
kindness in permitting Mr. Pierson to precede you, and we will hear 
you this afternoon. 

(Whereupon, at 12:45 p. m., the hearing was recessed until 2 p. m., 
of the same day.) 

AFTERNOON SESSION 


The CHarrMAN. The committee will please be in order. 

Mr. John C. White, counsel, American Cotton Shippers Association, 
will be the next witness before the committee. 

We are glad to have you here, Mr. White. 

If you will follow the usual custom, give your name, address, and 


the capacity in which you appear, you may proceed with your pre- 
pared statement without interruption. 


STATEMENT OF JOHN C. WHITE, COUNSEL, AMERICAN COTTON 
SHIPPERS ASSOCIATION 


Mr. Waits. Thank you, Mr. Chairman. My name is John C. 
White. Iam counsel for the American Cotton Shippers Association, a 
position which I have occupied for 25 years in spite of what I hope is 
my still youthful appearance. 

The American Cotton Shippers Association is composed of cotton 
merchants and exporters. They are located throughout the cotton 
area of this country. They have offices and sales agencies over 
Europe, Asia, and in other areas which consume United States cotton. 
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Anyone representing the cotton interests who appears before this com- 
mittee is a little embarrassed to reiterate a position which has been 
stated to you so many times before. 

There was, back in the early thirties, a prominent New Orleans 
economist who sometimes represented the association, and who was 
here in the Capitol quite often. One of the friendly Congressmen 
finally said, “Well, Mr. Parker, if anyone approached you suddenly 
and poked you, the word ‘creditor’ would automatically come out.” 
He suggested further that it might be a good idea if they placed 
Mr. Parker on a pedestal in Statuary Hall, so that every passerby 
who would inevitably poke him because of his shape, would immedi- 
ately be impressed by the fact that this country had become rather 
unwillingly a creditor nation. 

We will try not to reiterate our position so often that you will 
think that all you have to do is poke us and we will immediately 
respond, “Extend the Trade Agreements Act.” 

But, if we are guilty of repetition, then we have two excuses or 
justifications for that. The first is that this committee is partially 
responsible, because they have extended this act for 3-year periods, 
for 1-year periods, rather than making it permanent legislation which, 
we think, should have been done some 20 years ago. 

Our second justification is that cotton has too much at stake not 
to see that its position is before this committee. Exportation of 
United States cotton is dependent upon maintenance of a high level 
of international trade. Cotton’s principal foreign markets are the 
European Continent and the Far East. Europe, including Great 
Britain, took a little over 2 million bales in 1953-54, for which cotton 
farmers received more than $320 million. The Orient, principally 
Japan, imported 1% million bales for which cotton farmers received 
more than $230 million. Total cotton exports this season to date are 
about one-half million bales ahead of 1953-54. The latest estimate is 
for about 5 million bales this season, which amounts to $800 million. 
That $800 million goes to the cotton farmer. It also is saved to the 
Treasury of the United States under our pending agricultural legis- 
lation. To both of these areas, that is, Europe and the Orient, our 
aggregate exports consistently exceed our imports, so that multi- 
lateral trade is necessarily involved. 

Cotton has a tremendous amount at stake. Exports must absorb a 
third of even our restricted, controlled crop. The cotton crop, includ- 
ing seed, has meant $3 billion to farmers during recent seasons, and 
the loss of a third of that gross income would hurt American agriculture 
badly. It would also do things to the chemical companies which sell 
2,500,000 tons of fertilizer, and countless tons of insecticides, to the 
farm implement manufacturers, and to the myriad workers on the 
farm and in the various cotton handling industries. 

According to the National Cotton Council, some 10 million Ameri- 
cans are directly dependent for an important part of their livelihood 
upon the production and distribution of raw cotton. Even in cotton 
textiles, in spite of the better-advertised alarm over any increased 
textile imports, the interest on balance is in maintaining exports. It 
may surprise you to know that United States exports of cotton cloth 
exceed our imports, and that the loss of that export market would 
eliminate more than 6 percent of our textile production. 
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Rising domestic and foreign consumption are both essential to the 
prosperity of the cotton industry. Not only do we think such markets 
are compatible; we think neither is likely to be very good unless the 
other is also prospering, and that H. R. 1 will promote both. 

The interest of the cotton farmer and all American agriculture is 
clear. Enough difficulty is encountered in finding sensible uses for 
acreage now diverted, and diversion of another 6 million acres of our 
very best land would intensify that problem and the difficulties of all 
American agriculture. 

Every trade restriction cuts both ways. As it blocks imports, it 
blocks equivalent dollar exports; And as American manufacturers 
have outdistanced foreign competitors in many fields, the effect of our 
own barriers to imports has been harshest on our agricultural exports. 
The question is not whether our international trade will balance itself; 
but whether we want it balanced at a high and increasing level, or 
at a low and declining level. The interests of the United States and 
the whole free world require a high level. 

We do not believe this committee is confronted with the terrible 
dilemma of deciding whether producers for the domestic or export 
markets are to be sacrificed. If it were, then it would have to weigh 
the fact that almost all American agriculture and a very considerable 
body of industry is directly dependent for its prosperity on the main- 
tenance of exports. 

With land, labor, and equipment as the basic constituents of every 
farm crop, and with farmers out of the one-crop rut, regions with 
varying soils, climates, and crops have become interdependent and 
competitive. Last year a half-million acres of diverted California 
cotton land affected the prospects of every crop in the land. The 
soybean acreage in the Mississippi Delta affects the whole country. 
New York and New England dairy farmers, Midwest corn growers, 
and Southern cotton farmers all know that the price of vegetable oil, 
margarine, lard, and butter are interrelated. 

H. R. 1 contains a minimum program. No period shorter than 3 
years gives any assurance of continuity of trade policy or will permit 
really effective multilateral negotiation. An indefinite extension seems 
to us preferable, though the very process of periodical reexamination 
and reenactment is educational, as well as strenuous. 

I was interested to note that, even this morning as President 
Shuman of the American Farm Bureau spoke. 

I saw some hope that even a stanch opponent of the Reciprocal 
Trades Act as it now stands showed some interest in the position 
expressed by Mr. Shuman. 

The principal authority given to reduce rates of duty is also mini- 
mal, a total of 15 percent of the rate existing on July 1, 1955, and by 
not more than 5 percent in any 1 year. Additionally, duties now 
above 50 percent ad valorem may be reduced to that figure; and in 
the case of articles not being imported into the United States, or 
imported in negligible quantities, duties may be cut to 50 percent of 
the 1945 level. 

Except in the case of current negotiations with Japan, and upon a 
finding by the President that such action is necessary to provide 
expanding export markets for products of Japan, the 5 percent annual 
limitation becomes generally effective after June 12, 1955, when the 
present act expires. 
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We have opposed the peril point and escape clauses, which are 
left in operation by H. R. 1, because they tend to maximize the 
importance of the effects of imports on protected industries, without 
regard to the interests of export industries, which are just as surely 
hurt by the maintenance or increase of our tariff barriers. The 
escape clause discourages the development of foreign products for 
the American market. Neither has any place in a permanent trade 
policy, but perhaps during the present transitional period they do 
serve, at least, to undermine completely the black and bitter prophe- 
cies of destruction which darken the skies whenever there is talk of 
any tariff rate reduction. 

As a first and moderate step in a foreign-trade program designed 
to serve the national interest, H. R. 1 should be enacted immediately. 
If the authority it confers proves too limited to serve the best interests 
of this Nation and the free world, we believe the administration will 
seek, and Congress will provide, the additional authority needed to 
serve both. 

The CHarrMan. Does that complete your statement, Mr. White? 

Mr. Wuirer. Yes; that completes my statement, sir. 

The CuatrMan. We thank you for your appearance and the very 
helpful information given the committee. 

Are there any questions? 

Mr. Reed of New York will inquire, Mr. White. 

Mr. Rexp. You may have covered it already, but I would like 
to raise this point. As I understand it, on all kinds of cotton there is 
a quota against their import into this country except in very small 
amounts; is that right? 

Mr. Wuirs. There is a quota established under section 22 except 
for cotton in excess of fifteen-sixteenths of an inch in staple length. 

Mr. Rexp. So that cotton is exempted from imports, except in 
very small amounts? 

Mr. Wuirr. There is a quota. I would express the view of the 
cotton exporters and merchants that the quota is largely meaningless. 
For this commodity, a quota is only a gesture, and even that gesture 
is justified by the prices at which we try to maintain our domestic 
prices, 

, Mr. Resp. The fact remains that there is a quota on cotton imports, 
is that right? 

Mr. Wuirs. There is a quota on cotton imports. 

Mr. Reep. Thank you, sir. That is all. 

The CuarrmMan. Any further questions? 

Mr. Miuus. Mr. Chairman? 

The Cuarrman. Mr. Mills, of Arkansas, will inquire. 

Mr. Mitts. Mr. White, on that point, for many years, as you know, 
the agricultural interests have been subjected to the argument that 
their reasons for being for the reciprocal trade agreements program 
are easily understood since agricultural commodities do not have to 
stand the fear or brunt of imports. Section 22 of the Agricultural 
Adjustment Act, under which quotas against agricultural imports are 
provided, is a part of a price stabilization program, is it not? 

Mr. Wuire. It is. 

Mr. Mitts. I would like your comment on whether or not this 
often-stated reason for agricultural interest being so strong for recip- 
rocal trade agreements program is valid or not. 
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Mr. Wuirs. I am quite sure that our interest in the reciprocal 
trade program is due entirely—well, our selfish interest, I will say— 
to the fact that the only place that we can get money for the cotton 
that we are capable of producing is in foreign markets. If we have 
to eliminate a third of our cotton crop, you lose not only that third, 
and the gross income it represents, but you lose in addition part of 
the value of what has remained. 

Mr. Mitts. That is the basic reason for agricultural interests sup- 
porting the reciprocal trade agreements program, is it not? 

Mr. Wuire. It is. 

Mr. Mitts. Then, this restriction upon importation of agricultural 
commodities under section 22 is not there for the purpose of keeping 
agricultural commodities out as a protection to the farmer, but rather 
as a protection to the Government, which is supporting the price of 
the agricultural commodity. Is that true? 

Mr. Wuirs. That is absolutely true. I might say in addition it 
is a question as to whether it even serves that purpose. If, for 
instance, Mexico has 200,000 bales of 15 and 16th inch cotton to 
sell, and we put a quota on Mexico cotton and say 10,000 bales is all 
that can come into this country, it sells that remaining 190,000 bales 
to Great Britain or Japan. If it did not sell that cotton to Britain 
or Japan, we would sell 190,000 bales of cotton to Britain or Japan. 
So the result is the Mexican cotton or other foreign cotton moves 
into this consumption in the foreign countries, and ours moves into 
the CCC stocks. That is all that we can see that section 22 serves, 
so far as cotton is concerned. We think that is likewise true on any 
other commodity which must depend on the export market for its 
prosperity. 

Mr. Mitts. If I correctly understand you, what you are saying is 
that cotton, particularly, is an agricultural commodity affected by 
world conditions to a greater extent, perhaps, than some other agri- 
cultural commodity; that if we keep cotton from coming into the 
United States that prohibition may keep American cotton from going 
into Great Britain or France or somewhere else. The net effect of it 
is that we may have more cotton left in the United States that will go 
into Government hands. 

Mr. Wuire. That is right. 

Mr. Rerp. Mr. Chairman? 

The CHarrMan. Mr. Reed will inquire again. 

Mr. Reep. Are the cotton growers not very ardent in their support 
of the quotas? 

Mr. Wutre. Some of the long staple growers in the Southwest have 
felt rather strongly on that subject. So far as I know, the upland 
cotton which, as you know, constitutes some 99 percent of the Ameri- 
can crop, has very little interest in the subject. The only support for 
it has come from the very long staple growers who have feared the 
Egyptian cotton, and even they are less concerned now than formerly, 
and from the Department of Agriculture which has been afraid that 
they would get additional cotton. 

Mr. Reep. Does cotton have a support price? 

Mr. Wuire. Yes, cotton does have a support price. 

Mr. Reep. I am looking ahead on this. I am interested in agri- 
culture. I see some danger, because there is no question but what 
there are plenty of foreign countries that have potential acreage. I 





TRADE AGREEMENTS EXTENSION 


have put much into the record before in this hearing about the develop- 
ment of Brazil, Peru, and various other places. Russia, of course, is 
in a position to get into the market. With the price support it is a 
very tempting thing for them to take over the foreign markets and 
sell their cotton. Price support could very easily encourage further 
expansion of the cotton growing in this country. Since we know for- 
eign countries are now getting ready to get into the world market, 
wheat growers and others, we are going to have some competition with 
very disastrous results here in the overexpansion and the overgrowing 
connecting with the question of a foreign market. If you take Russia, 
she can come in. They do not have to worry about the cost of pro- 
duction, as far as they are concerned. They can outbid us in any 
market in the world. 

Mr. Waurre. Russia can obviously place cotton or wheat in any 
market that their Government orders them to do so. For instance, 
this year I think they have exported some cotton to European coun- 
tries, they need a great deal more cotton than they produce. Some of 
the European countries within the Iron Curtain, the satellites, have 
actually had to buy cotton from the free world in order to meet their 
requirements, in spite of the fact that Russia shipped some of their 
cotton elsewhere. But that seems to be to us a rather different prop- 
osition. This year, for instance, our support price is around 32 cents. 
We are having no particular difficulty selling cotton abroad. 

Mr. Reep. I am only speaking of the future. There could be an 
overproduction. It has happened before and can happen again. 
This morning the question of wheat was raised. Right after 1898 the 
war set in and stopped a lot of the development abroad in competing 
products. 

Mr. Wuire. Cotton acreage is increasing in various countries. It 
is increasing in Mexico. It has increased in Columbia. That is a 
point to be taken into consideration in determining the level of price 
at which we should support American cotton, it seems to us. But it 
does not get away from the basic fact of the legislation involved here, 
which is that if we want to sell cotton to Europe and to Asia, those 
countries have to get dollars. We have given them to them. 

Mr. Reep. They have dollars enough over there; do not worry 
about that. They have pushed it over here to our banks in New 
York by the millions. 

Mr. Wurrte. I know, of course, that they have substantial amounts 
of dollars. But our investments with the New York banks would 
indicate that so far as they are concerned, they would not under- 
write Great Britain’s ability to maintain the convertibility of the 
pound. Nothing would help cotton more than the establishment of 
convertibility of currencies of Great Britain, Europe and Japan. 
We anticipate that that may come as trade increases. 

Mr. Reep. They have the gold to do it now and they are the ones 
who are resisting convertibility. 

Mr. Wuire. They have gold but not enough. That is the way we 
have analyzed, and that is the way the bankers we have consulted 
have advised us. Of course we have taken that from the people who 
are our financial advisers. 

The Cuarrman. Are there any further questions? 

Mr. Miuus. Mr. Chairman, I have just one further question. 

The CHarrman. Mr. Mills. 
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Mr. Miuus. Mr. White, what is the market price today on 15/16ths 
middling cotton at Liverpool, the world price? 

Mr. Wurre. I do not follow them entirely accurately, but is about 
35 cents. 

Mr. Mitts. It is in excess of the support price for the equivalent 
cotton in the United States today? 

Mr. Wurre. Yes. 

Mr. Mitts. So the support-price program in effect is not inter- 
fering, then, with the sale of cotton from the United States abroad? 

Mr. Wuirs. This season it is. There have been seasons where it 
has been interfering. 

Mr. Mitts. But this season it is not an impediment. Does that in 
any way explain the increase in exports of cotton? 

Mr. Wuirre. It does, of course. 

Mr. Miuus. That is for last year? 

Mr. Wuirr. That is the reason that exports are approaching the 
5 million bale mark, the estimates are. 

Mr. Mitts. The support price last year was in excess of world price; 
was it not? 

Mr. Wuire. It was, because Brazil was dumpiag 2 years’ crop on 
1 year’s market. 

Mr. Mitts. That was my understanding. 

The CuarrMan. Are there any further questions? 

If not, we thank you, Mr. White, for your appearance and the 
information given the committee. 

Mr. Wuirs. Thank you. 

(The following material was submitted for the record:) 


STATEMENT BY THE UNITED States Cuspan SuGarR Counci. 


The United States Cuban Sugar Council is composed of a group of companies 
which own or operate sugar properties in Cuba, the stockholders of which are 
predominantly United States citizens. The securities of 11 of these companies 
are listed on securities exchanges in the United States, and their shares are widely 
distributed among investors in this country. These companies account for 
approximately 40 percent of the total output of sugar in Cuba. The names of the 
companies are listed at the end of this statement 


RECIPROCAL TRADE AGREEMENTS ACT SHOULD BE EXTENDED AS RECOMMENDED BY 
THE PRESIDENT 


The United States Cuban Sugar Council, as it has on former occasions when 
the Reciprocal Trade Agreements Act was before this committee for renewal, 
strongly urges that the act be extended for 3 years. H. R. 1, if enacted into law, 
will facilitate this country’s efforts to expand its foreign trade in ways that will 
prove bere‘icial to the United States and other nations of the free world. 


UNITED STATES-CUBAN EXPERIENCE DEMONSTRATES VALUE OF RECIPROCAL TRADE 
PROGRAM 


The increase in volume of trade between the United States and Cuba since 
1934, when the first agreement, that with Cuba, became effective, provides a 
convincing demonstration of the value of the trade-agreements program. 

In 1941, before this country became actively engaged in World War II, the 
value of United States exports to Cuba was about 177 percent above the 1934 
figure. During the same period, the value of United States imports from Cuba 
increased about 129 percent. 

In the 19 years from 1934 to 1953, the value of United States exports to Cuba 
multiplied 9 times, and the value of imports from Cuba more than 5 times. In 
1953, United States exports to Cuba were valued at approximately $427 million 
and imports from Cuba at $431 million. The value of United States exports to 





TRADE AGREEMENTS EXTENSION 


Cuba exceeded that of imports from Cuba by $52 million in 1950, $124 million in 
1951, and $78 million in 1952. 

These important increases in trade occurred in spite of the fact that during 
much of the 19-year period, United States imports of sugar from Cuba were re- 
stricted by quotas established by legislation dating from 1934. Trade with Cuba 
increased most rapidly from 1942 through 1947, when sugar quotas were sus- 
pended. 

During this war period, United States consumers suffered from a shortage of 
sugar. In an effort to alleviate this shortage, the United States Government 
urgently requested increased production from growers in all areas supplying this 
market. Producers in Cuba were the only ones to respond with a substantial in- 
crease. The large 1947 crop in Cuba was the major factor enabling the United 
States to end sugar rationing that year. The bulk of this crop wsa sold by Cuba 
to the United States at a price substantially below prices quoted for sugar sold to 
buyers from other countries. 

Also, the larger sales of Cuban sugar in the United States from 1942 through 
1947 increased Cuba’s ability to buy from this country, and United States ex- 
ports to Cuba increased substantially. 

The volume of trade between the two countries has remained at a high level 
since quotas on sugar were reestablished in 1948. A major factor enabling 
Cubans to maintain this high level of purchases from the United States during 
the past 5 vears has teen the shipment to various countries in Europe and Asia 
of substantial quantities of Cuban sugar, which have been paid for with funds 
supplied by the United States through the Foreign Operations Administration 
and other agencies. Such transactions are decreasing in size, and it is generally 
expected that they will ultimately disappear. Consequently, the quantity of 
Cuban sugar permitted to enter the United States is now of even greater import- 
ance in maintaining the level of this country’s exports to Cuba than in the years 
immediately following World War IT. 

Both exports to Cuba and imports of sugar from Cuba have decreased since 
1951. The decrease in imports of sugar from Cuba, a decline of 228,000 tons 
from 1951 to 1953, resulted from quota restrictions imposea by the United States. 
The decline in exports, 21 percent from 1951 to 1953, has had an adverse effect 
on the business of thousands of farms and factories throughout the United States. 


INCREASED EXPORTS TO CUBA BENEFIT EVERY SECTION OF THE UNITED STATES 


United States exports to Cuba cover a wide range of farm and factory products, 
one or more of which is produced in every section of this country. Products 
purchased by Cubans in large volume, and the increase in these purchases between 
1934 and 1951 include: 


Number of times United States exports to Cuba multiplied, 1934-51 


Product: 
Rice _ - 
Fruits and vegetables 
Lard_ 
Wheat flour 
Other foods and beverages. - 
Machinery and vehicles__ ie 
Rayon and other synthetic fibers_ - 
Chemicals and related products - - - -- 
Iron and steel products. _- , ie al Sai ; a 
Cotton manufactures - - - -- - 3 


In 1951, Cubans purchased about $52,000,000 worth of United States rice, 
which amounted to approximately 20 percent of this country’s production and 
more than half of its total rice exports. Nearly half the rice produced in the 
United States in 1951 was exported. 

The Cuban market for rice is, therefore, of great importance to farmers in 
Louisiana, Texas, Arkansas, Mississippi, and California, where nearly all Unitea 
States rice is grown. The farm value of rice in Louisiana exceeds that of sugar- 
cane. 

United States exports of machinery and vehicles to Cuba were valued at 
$141,000,000 in 1951. Automobiles, trucks and tractors were among the items 
in this group which the Cubans purchased in large quantities. 
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The sale of synthetic textile products to Cuba has also become of increasing 
importance to producers in this country. Cuban purchases of $21,000,000 worth 
of these products in 1951 were larger than those of any other country. In addi- 
tion, Cubans purchased nearly $35,000,000 worth of United States cotton and 
cotton textiles in 1951. 


CUBAN SUGAR ESSENTIAL TO UNITED STATES CONSUMERS 


The value of United States imports from Cuba increased from at out $79,000,000 
in 1934 to $431,000,000 in 1953. Sugar has accounted for the largest share of this 
inerease, rising in value from $55,000,000 in 1934 to $266,000,000 in 1953. The 
quantity of sugar received from Cuba was 46 percent larger in 1953 than in 1934. 
The increase in the price of sugar to United States consumers from 1934 to 1951 
was substantially less than the average increase in prices of all foods in the United 
States. The increased quantity of sugar imported into the United States has 
been of great value to consumers here, assuring them of an adequate supply at 
reasonab!e prices. During World War II, and for a vear or more following the 
outbreak of war in Korea, it was indispensable, and saved this country from real 
sugar famines. 


CONCESSIONS MADE BY BOTH NATIONS IN THE INTEREST OF INCREASED TRADE 


Many important concessions by Cuba to the United States, as well as by the 
United States to Cuba, are included in the General Agreement on Tariffs and 
Trade, of which the United States-Cuban agreement is a part. The concessions 
which Cuba made in this agreement covered commodities which accounted for 
about 95 percent of the total value of Cuba’s imports from the United States in 
1939. The major item on which the United States has granted a concession to 
Cuba is sugar, which accounts for approximately three-fourths of all United 
States imports from Cuba. 

A further expansion of trade between the United States and Cuba would provide 
an outlet for increased quantities of the many farm and factory products sold to 
Cuba, and further safeguard future supplies of sugar for United States consumers. 
Larger sales to Cuba would benefit agriculture, industry, and labor in all sections 
of the United States. 


INCREASED IMPORTS WOULD BENEFIT, NOT INJURE, THE UNITED STATES ECONOMY 


If the 1951 volume of United States exports is to be restored, this country must 
find ways of increasing its imports from Cuba. A further decline in exports will 
necessarily mean a further decline in the volume of business of many of our most 
important industries. 

An increase in imports, which would enable Cuba and other countries to restore 
their recent levels of purchases from the United States, would benefit not only 
exporting industries, but consumers generally would be able to buy more goods 
at lower prices. 

With respect to United States trade with Cuba, the Honorable Albert P. Morano 
in his recent report to the Committee on Foreign Affairs of the House of Repre- 
sentatives on a special study mission to Cuba, says: 

“The important point which United States foreign policy must take into account 
is that since Cuba pays for most of its purchases of United States exports with the 
proceeds of its sales of sugar to the United States, any reduction in the United 
States quota for Cuban sugar will, by the very law of economics, compel Cubans 
to reduce their purchases of United States products, such as those enumerated 
above. Such a reduction on imports by Cuba would affect almost every State 
in the Union.” 

CONCLUSIONS 


1. The trade agreement with Cuba is a good example of the value of the Recip- 
rocal Trade Agreements Act. This has been amply demonstrated by the 
increase in the volume of trade between the two countries since 1934. 

2. The agreement with Cuba is also a good example of increased trade resulting 
from concessions made by both nations. The agreement has not been a one-way 
street. 

3. Increased exports to Cuba, and to other nations, since 1934 have benefited 
the producers of one or more products in every section of the United States. 

4. Further increases in trade with Cuba, and with other countries, would be 
of obvious and lasting benefit to the United States by increasing both the supply 
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of needed imports, and the ability of people in other countries to purchase our 
exports, thus helping to improve standards of living and combat communism 
throughout the free world. 

In view of these facts, the council strongly urges the extension of the Reciprocal 
Trade Agreements Act, as recommended by the President and provided in H. R. 1. 

Respectfully submitted. 

Unttep States Cusan Sue@ar Covuncit. 
By SuHertock Davis, General Counsel. 


Members of the council: Central Altagracia Sugar Co., Central Violeta 
Sugar Co., Cuban Atlantic Sugar Co., Guantanamo Sugar Co., Manati 
Sugar Co., Miranda Sugar Co., Punta Alegre Sugar Corp., The American 
Sugar Refining Co., The Cuban-American Sugar Co., The Francisco Sugar 
Co., The New Tuinucu Sugar Co., United Fruit Co., Vertientes-Camaguey 
Sugar Co, 


JANUARY 31, 1955. 


GENERAL MILs, INc., 
Minneapolis, Minn., January 17, 1955, 
Hon. JERE Cooper, 
Chairman of the Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Mr. Cooper: I would like to be recorded as being in favor of the pro- 
visions of H. R. bill No. 1 to extend the authority of the President to enter into 
trade agreements under section 350 of the Tariff Act of 1930, as amended. 

If this bill is approved, it will give the President the power which he needs to 
make effective certain parts of his recommendation with respect to the foreign 
economic policy as outlined in his message to the Congress on January 10, 1955, 
as related to the extension of the Trade Agreements Act and negotiations with 
respect to tariffs. The President’s recommendations outline a moderate program 
for working with other nations in removing obstacles to greater world trade and 
increasing the exports of the United States of America. 

It is my sincere opinion that increased foreign trade can be of great value in 
keeping our own economy strong and in promoting world peace. 

I should like to be on record in favor of H. R. bill No. 1. 

Sincerely, 
Harry A, BuLits. 





San Francisco, Cauir., February 9, 1955. 
Congressman JERE CoopEr, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C.: 

The Canners League of California representing approximately 85 percent of the 
pack of canned fruits and vegetables in California yesterday in executive session 
passed a resolution in connection with consideration of H. R. 1, and would request 
that this statement and resolution be filed as part of the record of the hearing 
by your committee on this legislation. The resolution as adopted follows: 

“Whereas export markets are of vital importance to the fruit and vegeta- 
ble canning industry of California, and the industry, since its inception, has aggres- 
sively promoted the distribution of fruit and vegetables that have been planted in 
California to support these markets and the present trade situation throughout 
the world makes it difficult for the California fruit and vegetable canning industry 
to accomplish distribution in its historical markets: Therefore be it 

Resolved, That the United States should pursue a constructive and realistic 
tariff policy which will encourage the maximum flow of international trade and 
at the same time afford reasonable defense for American industry and agriculture 
against unfair competition from abroad; and be it further 

Resolved, That the President’s proposals in the direction of stimulating foreign 
trade and reopening former markets for the sale of our agricultural products are 
to be commended, and it is urged that the Congress support these proposals.” 

Canners LEaGuE OF CALIFORNIA, 
M. A. CLEVENGER, 
Executive Vice President. 
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STATEMENT BY HeRMAN FAKLER, VicE PRESIDENT, MILLERS’ NATIONAL Frp- 
ERATION, WasHINGTON, D. C., ~y Support or H. R. 1, THE TrRape AGREE- 
MENTS EXTENSION Act oF 1955 


Mr. Chairman and members of the committee, the Millers’ National Federation 
is the national trade association of the wheat-flour milling industry. Its member- 
ship includes milling companies producing approximately 80 percent of the total 
commercial wheat-flour production of the United States. Member mills are 
located in 36 States and the District of Columbia. 

The flour-milling industry has supported the Reciprocal Trade Agreements Act 
throughout the history of this legislation, and has participated in many public 
hearings conducted by the Committee for Reciprocity Information in connection 
with the negotiation of trade agreements between the United States and other 
countries. The Federation is submitting this statement in support of H. R. 1, 
the Trade Agreements Extension Act of 1955. 

Flour is one of the major commodities for which the United States has nego- 
tiated tariff concessions with other countries. The United States duty on flour 
has been reduced as well as the import duties in some other countries. The 
United States flour-milling industry has had considerable experience with the 
actual operation of the reciprocal trade agreements program, and we believe it 
represents a trade policy that is in the best interests of the United States. We 
have seen these agreements lead to a more favorable trade climate abroad. They 
enable the United States to expand exports of many products. At the same time, 
H. R. 1, along with the procedures generally used in trade negotiations, would 
seem to provide a considerable degree of assurance against duty reductions or 
imports in situations in which the public interest would be adversely affected. 

he benefits of expanding export trade in flour extend beyond the flour-milling 
industry to the country at large. The record of wheat and wheat flour exports 
over the years shows that the export of flour provides a much more stable outlet 
for the United States wheat producer in the long run than the export of wheat. 
The export of wheat flour assures a continuity of the flow of wheat into interna- 
tional trade which does not exist to the same degree in the case of a bulk com- 
modity such as wheat. 

Selection of wheat qualities plays an important part in the production of high 
and uniform qualities of flour. Once consumers become accustomed to the per- 
formance of a particular brand or quality, a continuing demand for the product is 
created by reason of optimum and uniform baking performance. In addirion, 
therefore, to the benefits to employment and income that accrue from exports of 
wheat in the form of flour rather than grain, export trade in flour gives the wheat 
producer increased assurance of export outlets. This is a consideration of unusual 
importance today because of the serious surplus problem confronting the American 
wheat farmer. 

Unlike the markets for many other export commodities, there are a considerable 
number of growing and potential markets for wheat flour. This is notably true 
in many of the less-developed areas, particularly in parts of Asia and Latin 
America. Increased availability of wheat, and especially wheat products, in the 
heavily populated areas that are in constant need of food would be one of the 
strongest instruments for peace and against the advance of communism in those 
areas. 

At present there is an unusual opportunity to develop wheat and flour exports 
to the less-developed countries because of the enactment of the Agricultural Trade 
Development and Assistance Act of 1954 (Public Law 480). While the immediate 
objective of this act is to facilitate the disposal of surplus agricultural commodities 
and products thereof, its long-term objective is to develop new markets for United 
States agricultural commodities. Under title I of this act, foreign currencies 
which accrue to the Treasury through the disposal abroad of agricultural surplus 
commodities may be used for the development of new markets for United States 
agricultural commodities 

The Millers’ National Federation has recently participated in a special wheat 
mission sponsored by the Department of Agriculture to survey market develop- 
ment potentials in major food-importing countries of the Far East. The mission 
concluded that the potentialities for developing and expanding markets for 
wheat and flour in this region are considerable. However, realization of these 
potentialities probably will depend to a large degree on reducing trade barriers 
and restrictions now existing in these countries. This in turn is likely to hinge, 
in the first instance, on removing the uncertainty as to whether the United States 
will continue to exercise leadership in promoting freer world trade. The passage 
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of H. R. 1 would remove this uncertainty. It would also pave the way for the 
administration to negotiate reciprocal trade agreements with Japan and other 
important food-importing countries of the Far East with whom the United States 
does not presently have reciprocal trade agreements. Moreover, it would afford 


the opportunity to renew and strengthen existing bilateral and multilateral 
trade agreements. 


In conclusion, we should like to refer to certain statements that Secretary 
Benson made before the House Ways and Means Committee in support of H. R. 
1, namely, ‘‘The retention of foreign markets for our agricultural products 
depends in large measure on the continuation of multilateral and nondiscrimina- 
tory world trade. The trade-agreements machinery may be utilized to insure 
such trade.” 


The Millers’ National Federation shares these views. Therefore, it recom- 
mends the enactment of H. R. 1 in order to enable the administration to widen 
and strengthen the reciprocal trade-agreements program. 

Respectfully submitted. 


Herman Fak ter, Vice President. 


The CuHarrMan. The next witness on the calendar is Mr. Murray 
Lincoln, appearing in behalf of the Cooperative League of the United 
States. 

I understand Mr. Robert Rennie is to present Mr. Lincoln’s state- 
ment, is that correct? 

Mr. Rennie. That is correct, sir. 

The CHartrMANn. Would you please give your name, address, and 
the capacity in which you appear? 


STATEMENT OF ROBERT A. RENNIE, APPEARING IN BEHALF OF 
MURRAY LINCOLN, PRESIDENT, COOPERATIVE LEAGUE OF THE 
UNITED STATES OF AMERICA, CHICAGO, ILL. 


Mr. Rennis. Mr. Chairman and gentlemen of the committee, my 
name is Robert Rennie. I come before you as the representative of 
the Cooperative League of the United States of America, with head- 
quarters at 343 South Dearborn Street, Chicago. I am speaking for 
our president today, Mr. Murray D. Lincoln, who, unfortunately, was 
not able to be here. 

The CuarrMAN. You are recognized and may present your prepared 
statement without interruption. 

Mr. Rewnniz. I might say I am director of research of the Farm 
Bureau Insurance Cos., and secretary-treasurer of the Mutual Income 
Foundation, which is an investment fund. 

The Cooperative League which I am representing today is a national 
federation of cooperatives. Our membership includes most of the 
consumer cooperatives of the country, both rural and urban. It also 
includes some of the major farm supply cooperatives, two of the fastest 
growing mutual insurance groups, the Credit Union National Associa- 
tion, the National Rural Electric Cooperative Association, and a 
number of other organizations. Our direct membership is about 
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2,500,000 families. If we include all the credit union and rural 
electric cooperative members, the figure would exceed 11 million 
different families. 

Our major concern is the welfare of all people in the United States, 
and the policies and programs designad to promote their welfare. 
Our method of advancing that welfare is the very old, tried and true 
ove, of getting people voluntarily to join together, to share their 
problem, risks, and resources, and thus to solve their owa problems. 

We believe there should be more, not less, private ownership shared 
by more and more people. And we feel that this ownership must 
carry with it the opportunity to participate in responsible decision 
making. Consequently, we take considerable satisfaction from the 
fact that no less thap 11 million different families in the United States 
own 1 or more ownership-shares in some kind of cooperative business 
enterprise. We think that this makes for a more responsible, grass- 
roots democracy which gives people a sense of participation in the 
determination of their own and their children’s future. Any economic 
or political system is just as strong as the people who feel they have a 
vital part in it. Cooperatives give people, lots of people, that feeling. 
Not only do we believe cooperatives to be an essential element in any 
really free economic system, we also believe they are in accord with 
every principle upon which this country was founded. 

I have given you this rather extensive background on the interests 
and objectives of the Cooperative League in order that you might 
better understand why we strongly support an extension of the 
Reciprocal Trade Agreements Act. 

In our opinion, the American’s interest in increased reciprocal 
trade and tariff reduction has two aspects. First, there is his interest 
as a producer, as a manufacturer of pottery, let us say, or a worker 
in a watch factory; as a producer of cotton, tobacco, or automobiles; 
or as a shipper, or an importer. Usually, as producers, we can see 
very clearly where our own personal interests lie. If we manufacture 
for export, we are vitally interested in extending reciprocal trade. 
If, on the other hand, our industry is highly protected by tariffs, we 
are afraid of this reciprocal trade bill for fear it will hurt us. 

But there is another aspect to the American’s interest in reciprocal 
trade. It is his role as a consumer. Here, his interests are diffuse. 
He may think that tariff and trade are matters foreign to him; that 
they do not vitally affect him. He may be inarticulate as a consumer 
simply because he does not know what he stands to gain or lose from 
freer trade on the one hand or higher tariffs on the other. 

The Cooperative League represents both producers and consumers, 
and I am here today to tell you why we think it is to our benefits, and, 
indeed, to the benefit of all Americans, that the Reciprocal Trade 
Agreements Act should be extended. 

It has often been said that the consumer is the forgotten man. 
Other interests, farmers, electric power companies, manufacturers, 
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bankers, all have their spokesmen here in Washington. Whenever 
Congress writes a bill, these spokesmen present their points of view 
to the le gislators. Yet all of us are consumers, whether we own a 
farm as [ do in Ohio, or make watches, or run powerplants; no matter 
what we do for a living, the money we get or income is spent at least 
in part on goods and services. 

If there can be said to be such a thing as a general interest, it is 
the interest of the American as a consumer. The manufacturer of 
watch movements may have a diametrically opposite interest to the 
assembler of watches who imports his movements from Switzerland. 
The textile manufacturer may have a direct conflict in interest with 
the exporter of heavy machinery. Yet all Americans, however they 
make their living, have an interest in plentiful food, abundant goods, 
and low prices. 

When we buy sugar from Cuba, bicycles from England, motor 
scooters from Italy or watches from Switzerland because they are 
cheaper and better, we are raising our own standard of living. We 
do this not only by making the consumer’s dollar go further, and by 
giving him a wider and freer choice, of goods, we benefit him as a 
producer, also. 

This is a very difficult point to grasp. I think Senator Fulbright, 
of Arkansas, put it most clearly the other night on the television 
program See It Now when he said that his State depended very 
heavily on cotton and rice for a living. Cuba is one of the best 
customers of the Arkansas farmer. If we refuse to buy sugar from 
Cuba, we may help our Wyoming sugar beet farmer but it is at the 
expense of cotton and rice growers throughout the South. 

A great deal of talk has been raised about the equities of tariff 
reductions. What is forgotten is that there are two sides to this 
coin; lower tariffs may hurt one interest; but higher tariffs, or any 
tariffs at all, hurt our wheat farmers, our cotton growers, our ma- 
chinery and automobile and chemical industries, and, above all, our 
consumers, which means everyone. 

Tariffs are, in fact, a tax on all Americans for the benefit of a few 
Americans. They are the penalty we levy against our efficient 
producers to protect our least efficient producers. 

In a country like ours which is strong and prosperous, whose 
industry is the most advanced in the world, we have everything to 
gain by freer trade, and everything to lose, even to the cold war 
itself, and many of our allies, by raising hurtful barriers against our 
neighbors. 

There is a law of comparative advantage which says that it pays 
to buy from the other fellow when he can produce a goods relatively 
more cheaply than you can make it yourself. Our whole modern 
economy, in fact, is based on the law of comparative advantage. 

Let us go back to the beginnings of this Republic. What was our 
situation? Ninety-five percent of our people lived in rural areas. 
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They sheared their own sheep, carded and spun their own wool, wove 
their own clothes, made their own soap out of tallow, ate what they 
themselves raised on the farm. In short, in miniature they were the 
perfect ideal of the extreme protectionist; buying nothing, making 
everything for themselves. And they were poor. There are still 
countries that live much like this, and they are poor. We call them 
backward or underdeveloped countries. 

It is only as people and nations have learned to economize in the 
true sense by making what they make best, and exchanging it with 
each other, that we have risen from poverty and stagnation to eco- 
nomic abundance and growth. 

It has been said that when we buy abroad instead of at home we 
are robbing our own manufacturer of a sale and enriching a foreigner. 
This is emphatically untrue. Every dollar we spend for imports 
stays in the United States, in the financial sense and even in the 
physical sense. It is deposited in an American bank; it is used to 
buy American goods or invest in American industry. A dollar spent 
abroad is a dollar spent here and a dollar spent more economically, 
if it can get us something we could not have afforded otherwise. 

What is it that foreigners sell to us in greatest volume? In order 
of importance, it is coffee, ores and metals, paper, petroleum, and 
cane sugar. Coffee competes directly with no American interest. 
Ores and metals are vital to our national defense. Without paper 
we would have no newsprint. Without petroleum we would in 
wartime go on foot. Without Cuban sugar our own prices would 
be several times what they are now and we would simply not have 
enough for our own consumption. 

Thus far, I have deliberately refrained from presenting the case of 
our allies and neighbors who have such a vital stake in our trade. 
But, at some point, that interest must be considered. It has been 
said that no man is an island unto himself, and neither is any nation. 
We are part of the democratic free world, engaged in an intense 
struggle with the forces of communism. 

We need friends and allies as much as they need us; and we are not, 
if we can help it, going to let any part of the free world go by default. 
Increased trade is one of the keystones in our pattern for peace. 

But, it is very easy to forget, in all this enormous volume of trad- 
ing we do, just how dependent a neighbor may be on one single item 
of trade with us. We are the chief market for Swiss watches, for 
Scotch whisky, for Cuban sugar, Spain sends use three-quarters of 
her pickled olives; Portugal sends us 40 percent of her corks. It is 
easy for us to lose sight of pickled olives in all the trade statistics, but 
we can be very sure that Spain does not lose sight of them 

Many countries view us almost entirely through our trade policy. 
When we raised the tariff on Swiss-watch movements, we not only 
hurt one of our best customers, we not only cut down sharply on what 
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Switzerland can buy here, but most important in my opinion we gave 
deadly ammunition to our enemies, who live by poisoning the minds 
of our allies against us. 

In the last analysis, we are all in a boat together. This is true not 
only of Americans, but of the millions of people around the world who 
trade with us, who share in the common defense, and who are trying 
to make a success of democracy. 

When we hurt a neighbor’s trade, we hurt his capacity and his will 
to be strong. A poor nation cannot afford defense; and when too 
many of its citizens feel they have nothing to defend, it is no longer 
an ally, but a liability. 

We of the Cooperative League feel that we speak for our members 
as producers, as consumers, and as good citizens when we ask you to 
extend the Reciprocal Trade Agreements Act. It seems to us that 
even from the most selfish view, we have everything to gain from a 
prosperous free world, beginning with the strength to defend our- 
selves, and ending with more money in our pocket and more food on 
our table. 

We do not ask that all protected industries be thrown to the wolves. 
We feel that the peril point and escape clauses afford individual pro- 
tection, and that tariffs can be lowered very gradually to allow pro- 
tected industries the time to readjust. With these proper safeguards, 
we feel that the Reciprocal Trade Agreements Act can and should be 
extended, and we ask that this Congress give President Eisenhower 
the power to negotiate such mutual tariff reductions as will best serve 
the interests of all the American people. 

The CuarrMan. Does that complete your statement? 

Mr. Rennie. Yes, sir. | 

The CuatrmMan. We thank you for your appearance and the very 
helpful information you have given the committee. 

Are there any questions? 

Mr. Reep. Mr. Chairman? 

The Cuarrman. Mr. Reed, of New York, will inquire. 

Mr. Reep. I take it from the last paragraph here that you are not 
in favor of absolute free trade? 

Mr. Rennte. No, sir; not as an immediate and abrupt movement. 
I would say that we are in favor of freer trade, but we are, of course, 
representing —— 

Mr. Reep. We have the lowest tariff rate of all the industrial nations 
at the present time. At least, that is the testimony that we have 
received. Just how much freer trade do you want? 

Mr. Rennie. Sir, we feel that the average of our tariffs is not, per- 
haps, a true indication in certain areas of the extent to which certain 
tariffs can be reduced. We feel that in certain areas, perhaps, there 
are possible reductions which will help both the American consumer 
and our allies. 
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Mr. Reep. I represent quite a segment of the dairy business in my 
district. Are you speaking for them, particularly? Have you been 
asked to speak for them here in your presentation? 

Mr. Rennie. We have dairy interests among our members, yes, sir. 
I am a dairy farmer myself. 

Mr. Reep. I have been, but I am not now a dairy farmer. I do 
know this: Our foreign competitors in Australia, New Zealand, Hol- 
land, and Denmark can lay down a ton of butter in New York cheaper 
than our people can lay down a ton of butter by rail from western 
New York. The dairy people up in Wisconsin, and, as a matter of 
fact, in the Northwest, have a great handicap with the question of 
transportation to the New York market. I believe they have some 
questions on that in the Chicago market. Canada has a special con- 
cession to get her products into New York. She can take a foreign 
import and put it down in New York cheaper than we can put our 
products into the market. Do you think the quotas should be re- 
moved on questions of the dairy products under those circumstances? 
They can send them from New Zealand to the New York market’ 
and they have done so. They have convertible factories. They can 
either make cheese or make butter, and they can change it overnight. 
Then they have their shipment ready and, with the dairy prices here, 
they can send a shipload of butter into New York and break our 
market. Do you not think farmers are entitled to any protection 
against these foreign producers? 

Mr. Rennie. I think, as the statement suggests, we are not in favor 
of abrupt reduction of tariffs. The solution of the agricultural prob- 
lem, I think you will agree, is a very complicated problem, and 
probably its solution cannot be achieved through our trade program 
but must be achieved more directly through our agricultural program. 

Mr. Resp. I just had a man in to see me who came from my home. 
Of course, we live under payrolls and not altogether under profits. 
There is 1 factory that supports an entire community with a popula- 
tion of 1,200. Unless he does have protection, it means that that 
whole community will simply be flat and will go bankrupt. 

Do you think under those circumstances it is more important to 
maintain that payroll in that community, with a thriving industry 
and a defense industry, or do you think it is more important to have 
that factory shipped abroad and have the payroll spent over there? 
en dollar of his payroll goes into some phase of the community 
ife. 

Mr. Rennig. Again, sir, I think our statement indicates that we are 
in favor of a gradual evolutionary approach to this problem. 

Mr. Reep. You are in favor of killing off the small communities 
and their support gradually, is that the idea? 

Mr. Rennie. No, sir. think that the American consumer on the 
average will gain more from a reduction in tariffs gradually than he 
will lose. It is not a black and white proposition. I think we will 
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agree to that. The American consumer on the average, I believe, 
will gain more from lower tariffs because the high tariff is a tax, and 
it is a tax on all the American consumers. As I tried to point out 
in my testimony we can, as producers, pinpoint our disadvantage due 
to lower tariffs. But as consumers we all stand to gain by the gradual 
reduction of the tariff. 

Mr. Reep. You feel that we should so regulate our foreign trade 
so that everything that is produced abroad which is sold more cheaply 
here and that that is going to benefit the consumers as a whole? Or 
do you favor producing what our consumers consume where they can 
buy it the cheapest. Is that right? 

Mr. Rennie. Sir, | think one of the bases of our great American 
prosperity is the scope and breadth of the free market we have en- 
joyed within our 48 States. 

Mr. Reep. I gather from your paper that you favor killing off our 
industries in this country by a lingering death. Is that the idea? 

Mr. Renniz. No, sir. Every dollar that a foreign country can 
earn through shipping to us is spent here in this country for products 
which we make or is invested in this country for the expansion of 
our industrial potential. 

Mr. Reep. | gathered from your paper that you were speaking for 
the consumers buying where they can buy the cheapest. 

Mr. Renniz. That is one aspect. We are also speaking for certain 
producers who will also gain, the efficient producers who can lay 
down goods in foreign markets if we give our allies and our neighbors 
a chance to earn more dollars. 

Mr. Reep. That is, you would do away with all of our so-called 
inefficient industries, is that the idea? 

Mr. Renniz. We will aid our efficient industries and thereby get 
a flow of the resources, of the manpower, into the industries which 
are more efficient, over the years, away from the industries which 
are less efficient; yes, sir. 

Mr. Reep. In other words, you will have our industries, a few of 
them, take over and be monopolistic. But the little payroll indus- 
tries, in your small towns, you would just eliminate them? 

Mr. Rennip. No, sir. I do not think that is implied here in my 
statement. Certainly there is nothing implied here which will lead 
to an automatic overnight reduction of tariffs. After all, we are 
living ir an age when the increases in productivity within our industry 
due to automatioa and other things are going to lead to displace- 
ments of labor throughout our territories. We look upon the in- 
creases in productivity due to scientific development and research as 
a great good. I cannot see here why increases in productivity due 
to the gradual shift of resources from the less efficient to the more 
efficient industries should be considered in any otber light. That is 
what lower tariffs on the whole, or a gradual lowering of tariffs over 
the years, tends to produce. 
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I cannot see anything different in principle between the advance of 
research within our economy and the gradual lowering of tariffs 
which lead to a shift to more efficient industries within the country. 

Mr. Reep. What has it led to, all of this research? 

Mr. Rennte. The great extent of our free market, sir. 

Mr. Reep. About 95 percent of everything produced in this 
country is sold in our own market, is that right? 

Mr. Renniz. That is right, sir. 

Mr. REeEp. So you would sacrifice about ev erything, with a further 
reduction of the tariff. It is the tariff that has built up our industries. 

Mr. Rennie. The point is, again referring to my testimony, that 
while our export market may not represent a great portion of our 
economy, the imports which certain of our allies and friends send us 
represents a very substantial part of their economies. If wé are going 
to live in a world in which we do build up the powers of democracies, 
it seems to me we have to take these elements into account, and help 
our allies and friends abroad, and, at the same time, help our own 
consumers. 

Mr. Reep. I cannot agree with you. That is all. 

Mr. Mason. Mr. Chairman? 

The Cuarrman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Would you say, sir, summarizing your argument that 
it would mean that the ultimate aim of our tariff program should be 
free trade, ultimately? 

Mr. Rennie. Yes, sir. That is implied, I believe, in my testimony. 

Mr. Mason. That is the impression I received. You place a great 
deal of emphasis on the well-being of the consumer, that the American 
consumers should have abundant goods as cheap g goods as possible. 

Mr. Rennikg. Yes, sir. 

Mr. Mason. Can you tell me one consumer in Ameri ica that you 
can segregate out by ‘himself, away from the producer? Is not every 
consumer in America a producer of some kind? 

Mr. Rennie. Yes, sir. 

Mr. Mason. So when you segregate consumers as a group, and 
say, “Now, we have to look after the welfare of those consumers,” 
you then are saying that they are not interested in the producing end. 

That is an impossibility. You cannot separate consumers because 
they are the same people as producers. 

Mr. Rennie. Yes, sir. That is my testimony. I am afraid | 
perhaps misled you. But, as producers, I also believe that we stand 
to gain in the long run by freer trade. 

Mr. Mason. Your pages are not numbered. I cannot tell what the 
number of the page is, but this reads about the dollar business: 

Every dollar we spend for imports stays in the United States in the financial 


sense, and even in the physical sense. It is deposited in an American bank. It 
is used to buy American goods or invest in American industry. 
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Then, you say— 
Everv dollar spent abroad is a dollar spent here. 


You cannot have your cake and eat it, too. If the dollars they spend 
here for our exports stay here, then the dollars we spend for their 
imports must stay there. You cannot have all the dollars for imports 
and exports staying here. 

Mr. Rennie. I admit that is a very difficult concept. But, as you 
know these dollars are on deposit in the Irving Trust Co., and the 
Chase National Bank. 

Mr. Mason. What about our dollars that we spend for their 
imports? Do they stay here, too? 

Mr. Rennie. They stay here, also, yes, sir. 

Mr. Mason. Well, that is a different kind of financing than I was 
brought up on. 

Mr. Rennig. I think that is the key to the point you raise, sir, of 
the link between the consumer and the producer, concerning every 
dollar we spend abroad for goods which are brought in here. After 
all, we have talked about the dollar shortage and the dollar gap. 
So every dollar we make available to people abroad helps to reduce 
that dollar shortage, and thereby helps to increase the ability of 
those people to buy from us. 

It puts people to work in Detroit. It puts people to work in my 
hometown, in Hopedale, Mass., where we are making textile ma- 
chinery. That, it seems to me, is the key which the American people 
must understand if they are to understand this problem of foreign 
trade. 

Mr. Mason. According to the testimony of Secretary Dulles, there 
is no dollar shortage in Europe, they have the highest dollar reserve 
that they ever had in the history of the world, $14 billion. That 
was his testimony here on Monday. 

Mr. Rennie. I am not of a stature to debate with the Secretary. 
But with the prices they have to pay for the goods in the United 
States, reserves are relative to the prices that they have to pay. 
I think if you compared the level of those reserves against the price 
levels, you will not have the same adequacies of reserves that perhaps 
the absolute dollar level indicates. 

Mr. Mason. Now, I have another thought. You are advocating 
lowering our trade barriers because it goes to make freer trade. But 
do you know that the trade barriers of the world are more restrictive 
today, and higher today? Do you know they interfere with trade 
more today than they have ever done in the history of the world? 

Mr. Rennie. That is one of the things that is bothering us very 
seriously. 

Mr. Mason. Let us refer to the direct other barriers, without the 
tariffs, which are more potent than the dollar tariff. barriers. Our 
passage of this bill will not get England to permit us to ship bicycles 
there, but they ship bicycles here today. We cannot ship one bicycle 
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~ there because they say, “We will not give you any import license 

to ship in here.” How to get their barriers down at the same time 
we lower our barriers, if we are going to lower them any more, is a 
big prenent that we cannot solve. 

Mr. Rennie. Can you not help, sir, by giving the executive branch 
a bargaining tool here? 

Mr. Mason. We have been giving the executive branch this bar- 
gaining tool for 21 years, and they have bargained away a great part 
of our production. We have had to close down mills all over this 
country, like lead, zinc, chinaware, pottery, and a lot of other things. 

That is all, Mr. Chairman. 

The CHarrMan. Are there any other questions? 

Mr. Kina. Mr. Chairman? 

The Cuatrman. Mr. King of California will inquire. 

Mr. Kina. You are substituting for someone else here today, as 

understand it. Is that true? 

Mr. Rennie. I[ am afraid I did not catch the question; sir. 

Mr. Kinc. You are substituting for someone else here today, are 
you? 

Mr. RENNIE. Yes, sir. 

Mr. Kina. That is Mr. Lincoln you are substituting for? 

Mr. Rennie. Yes, sir. 

Mr. Kina. Did I understand you are a dairy farmer? 

Mr. Renniz. I am a dairy farmer; yes, sir. 

Mr. Kina. I merely wanted to intervene here in the event you have 
not heard or read the statements of many of those who preceded you 
on the stand. You have been questioned rather vigorously here, and 
I did not want you to leave feeling that perhaps you had been off the 
reservation. By and large your remarks have fit in perfectly with 
the remarks of the Secretary of State, the Secretary of Defense, the 
Secretary of Commerce, and other Cabinet officers. You are in good 
company with the statements you have made. Because you have been 
pressed a bit, I think it could have been just as well directed to some 
of the members of the Cabinet who followed pretty well your obser- 
vations and your recommendations. 

Mr. Renniz. Thank you very much, sir. That is very flattering. 

The Cuatrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. Mr. Rennie, would you explain what you mean by 
this ‘tariffs are in fact a tax on all Americans for the benefit of a few 
Americans’’? 

Mr. Rennie. Yes, sir. I think we will agree that tariffs are a tax. 
In other words, my testifying before this committee today, I think, 
indicates that they are in the nature of a tax. They do raise the price 
of goods, of imported goods, which pay those levies. In other words, 
the tariff is passed on to the consumer of the imported goods. 

Mr. Simpson. Are you saying it is an artificial way of increasing the 
price to the consumer? 
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Mr. Rennisz. | am not saying it is an artificial price. I am simply 
saying that it is a fact, that it does raise the price. 

Mr. Stmpson. It increases the cost to the consumer over and above 
the way the normal economics would determine the cost? 

Mr. Rennie. Yes, sir. 

Mr. Stmpson. And you are opposed to that? 

Mr. RENNIE. Yes, sir. 

Mr. Smupson. Is that why you are opposed to subsidies on farm 
prices, and opposed to support prices on farm products, for the same 
reason? Or are you not opposed to them? 

Mr. Rennie. | do not think I have stated my position. 

Mr. Simpson. Are you opposed to support prices on farm products? 

Mr. Renntiz. No, sir. 

Mr. Stmpson. They do increase the price to the consumer, do they 
not? 

Mr. Rennie. Yes, sir. 

Mr. Simpson. Are you opposed to subsidies for farm products, or 
for any other purpose? 

Mr. Rennie. | think that is a pretty broad question, sir. 

Mr. Stmpson. I will withdraw that. 

Are you opposed to quota limitations on farm products? 

Mr. Rennie. Again, sir, I think that the whole question of the 
agricultural policy is a broad one, which I cannot give you absolute 
answers to. 

Mr. Stimpson. So is the tariff situation a broad one. But you bave 
unequivocally said you oppose tariffs because they are a tax. You 
agree that support prices are an artificial way of increasing the cost. 
You said you were opposed to them. I ask you about licenses and 
quotas, and subsidies. They are all artificial ways of increasing the 
cost to the consumer. You are a little hazy now. 

Mr. Rennie. Again, sir, it is a question of an evolutionary 

Mr. Stmpson. That is a big word. I do not know just what you 
mean. 

Mr. Renniz. Approach to the problem, and I think we have to 
have an evolutionary approach to the problem of agriculture. 

Mr. Srmpson. It looks to me like you are trying to make a case 
for the tariff, and on the others which increase prices—and I am for 
them as I am for tariffs, within reason—you are hazy. 

If it is right to have those, from the standpoint that they do in- 
crease the cost to the consumer, and if they can be justified under 
our economy, as I suggest that they are, subsidies, quotas, support 
prices, licenses, then it is equally all right to have tariffs under some 
circumstances, and you should not say that you oppose them. You 
may answer, but that is all I have. 

he CuarrMAN. Are there any other questions? 

If not, we thank you for your appearance, Mr. Rennie, and the 
very helpful information given to the committee. 

Mr. Rennig. Thank you very much, sir. 

The Cuatrrman. The next witness on the calendar is Dr. Alzada 
Comstock. Come forward, please, Dr. Comstock. 

Dr. Comstock is appearing on behalf of the American Association 
of University Women. 

Doctor, would you please give your name, address, and the capacity 
in which you appear? 
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STATEMENT OF DR. ALZADA COMSTOCK, PROFESSOR EMERITUS 
OF ECONOMICS, MOUNT HOLYOKE COLLEGE, SOUTH HADLEY, 
MASS., IN BEHALF OF THE AMERICAN ASSOCIATION OF UNI- 
VERSITY WOMEN 


Dr. Comstock. My name is Alzada Comstock. I live in South 
Hadley, Mass. I am professor emeritus of economics, Mount Holyoke 
College, South Hadley, Mass. 

The Cuarrman. You may present your statement without inter- 
ruption. 

Dr. Comstock. Mr. Chairman and members of the committee, I am 
glad to have the opportunity to present to you the views of the Ameri- 
can Association of University Women on the extension of the Recipro- 
cal Trade Agreements Act. The association is an organization of 
women college graduates which has a membership of more than 131,000 
women in the 48 States, Hawaii, Guam, and Alaska. 

The association has supported the Reciprocal Trade Agreements 
Act from its inception and has recorded support on the successive oc- 
casions when that measure has been before Congress for extension. 

The association’s current legislative program, adopted in 1953, in- 
cludes the following item: 

Support of a constructive foreign policy which would endeavor to develop con- 


ditions favorable to democracy and economic well-being throughout the world as 
prerequisites for national and international peace and security. 


Under this principle the American Association of University Women 
urges expansion of world trade, including the extension of the Recipro- 
cal Trade Agreements Act without crippling amendments. 

The association believes that through the years the reciprocal trade 
agreements program has served the interests of the American people 
and has strengthened international relations (1) by promoting the 
expansion of world trade; (2) by providing machinery through which 
this nation and other nations could seek their mutual advantage 
through the exchange of goods; and (3) by providing for the considera- 
tion of all American interests—consumers, producers, and exporting 
industries as well as industries in competition with foreign goods in 
the United States market. 

In 1955 the world situation is unbelievably different from that of 
1934, the year in which the reciprocal trade agreements program was 
first introduced. The United States in the thirties was only on the 
fringes of major international developments; today it leads the free 
world in the struggle against an imperialist power which in 1934 was 
barely able to maintain its existence as a sovereign state. 

In consequence we now recognize more clearly than ever the close 
identity of our trade policy and our foreign policy. We know that 
our national security and even our survival depend upon United States 
skill in developing and maintaining the economic and political solidar- 
ity of the non-Communist world. 

The arguments in support of the Reciprocal Trade Agreements Act 
have become increasingly urgent. There are 2 compelling reasons 
for a 3-year extension of the act at this time. First, our own need of 
friends—friends who trust our powers of economic ‘analysis and be- 
lieve in our sincerity when we assure them that the free world’s way 
of life can bring them well-being. And, secondly, the need of foreign 
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countries to buttress their economies by improved access to American 
maraetn without fear of sudden and far-reaching reversals of tariff 
policy. 

It is hard for friendly foreigners to have confidence in our fine 
words about the democratic way of life when their economies get 
sudden and hostile jolts from us. Moreover, hasty tariff action on 
our part can actually threaten or handicap American military se- 
curity. We read, for example, of the jeopardizing of negotiations for 
an American-equipped NATO base near the Baltic Sea by a sudden 
reduction in the American quota for Danish cheese. Or newspapers 
report Communist gain in Italy as an aftermath of the sudden im- 
position of a quota on nuts. Communists bought up the crop at 
better prices. There are doubtless many more instances that have 
never reached the public print. 

Our progress of minimizing East-West trade also makes imperative 
the opening of the American market. Some of the goods the highly 
developed European countries want to sell us are just the goods the 
Communists want. If European countries cannot sell to us, they are 
being urged to come further East. Some of them have never been 
completely convinced that the ‘‘Colossus of the West”’ is wholly pref- 
erable to the “Colossus of the East.” 

Every hostile economic step we take, when the East is so eager for 
their goods, increases that doubt and hestitation. 

Of course, we can scold our foreign friends like angry schoolmasters. 
We can say, “If you don’t do as we command, about trade with the 
[ron Curtain countries or something else, you will get no more mili- 
tary aid, or economic aid, or technical assistance.”” We may win the 
issue, but in so doing we develop distrust and even hatred. 

The better way to keep our friends—and the only way, as the com- 
mercial world is now organized—is to help them keep their economies 
healthy by offering them natural outlets for their goods. The 
American record of accomplishment in this respect has been highly 
creditable. Through the past operation of the Reciprocal Trade 
Agreements Act and our adherence to GATT, the General Agreement 
on Tariffs and Trade, our duties on numerous commodities have been 
materially reduced. Unfortunately, our friends could not be certain 
that our performance would be permanent. Many nations, anxious 
about their current political affairs, irritated with some of our recent 
hasty actions, are unable to remember our past achievements. 

This is the price we have paid for our own shortsightedness. No 
American businessman wants to do business when he cannot estimate 
in advance his risks, his market, or the duration of contracts. 

In requiring that foreign businessmen do this, we have earned a 
reputation for unreliability. To engender confidence, it is particu- 
larly desirable that the act be renewed for 3 years instead of 1. 

The amounts involved in any tariff changes are more important to 
foreign countries than they are to us. In 1954 we imported about 
$10 billion worth of goods, and sold about $14.5 billion. Most of our 
imports were raw materials necessary for our production and con- 
sumer goods, especially coffee. The tariff issue was not important 
in the case of most of these imports, with a few well-known exceptions 
of small monetary value. In 1953 only about $1 billion of our imports 
of finished goods, or one-half of 1 percent of our total annual consump- 
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tion of manufactures, was subject to the tariff. For us, the area 
involved in the small and gradual reductions proposed in the present 
bill is relatively insignificant. 

For foreigners, especially Europeans, the proposed reductions are 
more important. Of the $4.5 billion gap between exports and imports 
in 1954, almost $3 billion was suffered by Europe. 

That is, Europe bought from us almost $5 billion worth of goods 
and sold us only $2 billion. No other continent had a trade distortion 
approaching this. 

The domestic question is: How much of a dislocation would the 
small and gradual reductions proposed in the bill make in American 
industries? In answering this we must, of course, bear in mind the 
fact that reductions are reciprocal, and that a loss in one industry may 
be more than compensated for by an export gain in another. 

There is evidence that certain small industries, especially those in 
one-industry communities, may be handicapped by even slight 
changes in tariff rates. But we need not choose between making 
enemies of our friends and withdrawing shelter from such industries 
and such communities. Parenthetically, it is always painful to an 
American to admit that our industries cannot submit to competition, 
especially when most of it comes from the high-cost, high standard-of- 
living countries of Europe. 

The alternative policy is to give transitional Government assistance 
to the industries and workers who are demonstrably injured by the 
lowering of rates. 

This would require intelligent sifting of causes of depression. But 
when have Americans been afraid of making difficult analyses? 
There are many other causes of hard times for industries in the United 
States. 

Low import duties are almost never the sole factor. But for the 
smaller manufacturing countries of Europe, the rates still maintained 
on some products, when combined with the peril points and the 
escape clause, may mean prosperity or the lack of it. 

Our tariff policy has engendered distrust and dislike. It has 
already hampered our effort in behalf of the free world. 

As Secretary Dulles said here on Monday last, the fears of other 
nations that we may raise tariffs instead of lower them— 
unless allayed, could set up a chain reaction which would greatly disrupt and 
damage the free world. It would bring to pass what Soviet forecasters have 
predicted and would provide hostile rulers with another opportunity greatly to 
expand their power. 

The CuarrMan. Does that complete your statement, Doctor? 

Dr. Comstock. Yes, sir. 

The CuarrMan. We thank you for your appearance and the very 
helpful information given the committee. 

Are there any questions? 

Mr. Eberharter will inquire. 

Mr. EseruArTER. Mine is not so much a question, Doctor, as it 
is a comment. 

I notice on page 3 of your statement, the last sentence of the first 
paragraph, your organization suggests that the alternative policy is 
to give transitional Government assistance to the industries and work- 
ers who are demonstrably injured by the lowering of rates. 
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| just want to call your attention, Doctor, to the fact that there 
have been introduced in Congress at this session several measures 
providing that very alternative. 

I do hope that your organization, the American Association of 
University Women, will study those measures, if you have the facili- 
ties for doing that, and come to a conclusion as to whether they offer 
a partial solution or a complete solution of the problem with which 
we are faced at this time. 

Dr. Comstock. Thank you, sir. My organization has copies, I 
believe, of the bills. They are under study. A new legislative pro- 
gram is to be formulated this year, this summer, 1955. I rather 
imagine that the formal consideration that you suggest will be taken 
this coming summer and in the committee work which precedes the 
adoption of a new legislative program. 

Mr. Esernarter. Thank you very much, Doctor. 

The CuarrMan. Are there any further questions? 

If not, we thank you, Doctor, for your appearance and the informa- 
tion given the committee. 

Dr. Comstock. Thank you, Mr. Chairman. 

The CuHarrMAN. You are quite welcome. 

(The following material was submitted for the record:) 


STATEMENT BY THE NATIONAL FEDERATION OF BUSINESS AND PROFESSIONAL 
Women’s Ciuss, Inc., WasHineaton, D, C. 


BUSINESS AND PROFESSIONAL WOMEN BACK RECIPROCAL TRADE AGREEMENTS 


Wasaineoton, D. C.—Support of the National Federation of Business and Pro- 
fessional Women’s Clubs, Inc., for H. R. 1, the Trade Agreements Extension Act 
of 1955, was announced today by the federation on behalf of its 160,000 members, 
in a statement submitted before the House Ways and Means Committee. 

The statement follows: 

“The National Federation of Business and Professional Women’s Clubs, Inc., 
an organization of women actively engaged in business and the professions, 
supports H. R. 1, the Trade Agreements Extension Act of 1955. A legislative 
platform which includes support for reduction of trade barriers was adopted at the 
national convention held in St. Louis, Mo., July 1954, by the representatives of its 
160,000 members organized in 3,000 local clubs in the 48 States, Washington, D. C., 
Alaska, and Hawaii. The federation’s legislative steering committee, after 
examining proposed legislative measures related to our legislative platform, voted 
to endorse H. R. 1, coneluding that it would help to remove barriers now hamper- 
ing world trade. It is believed that an increase in world trade would result from 
the elimination of trade barriers and would advance the objectives for which this 
organization was established, namely, to promote the interests of business and 
professional women. 

‘Action in support of reduction of trade barriers has resulted from a study by 
members of the national federation of the question of world trade. During the 
past year the national international relations program included an examination of 
the effect of trade on jobs and hometown business. The program suggestions, 
background information, and articles on trade were published in our magazine 
Independent Woman which was received by each of our 160,000 members, The 
program material and study outline on which to carry forward the study were sent 
to our clubs throughout the United States. In addition to club programs and 
public meetings held as a result of this study, there were surveys in many States to 
determine the number of jobs dependent on the production, processing, or move- 
ment of goods that enter into trade with other countries. 

“We believe it evident that world trade makes jobs for millions of employed 
men and women in this country. As some of our members are directly connected 
with the business of trading in our great port cities, others in industrial centers or 
smaller communities engaged in businesses using materials or producing goods 
which enter the world market, the question is of immediate concern. 

“Tt is realized by business and professional women that American business has 
become world business. Our prosperity and continued freedom depend in part on 





TRADE AGREEMENTS EXTENSION 583 


good business at home and abroad. Economic stability is recognized’as basic to 
our ability to resist aggression and to build for peace. A healthy two-way flow of 
trade through a greater exchange of goods is deemed essential for full production 
and the upbuilding of America’s strength. It has been found that materials from 
many countries are vital to our industry and defense production. New industries, 
national resources, and agricultural products have been developed as markets and 
materials are available. It is evident that increased trade helps to strengthen 
economic stability. 

“The sale of goods to other countries is tied in with their ability to earn dollars 
by selling their goods to us, to pay for materials and machinery needed for their 
defense production and everyday living. Increased trade adds to the strength 
of all free nations in the worldwide struggle for survival. At the same time it is 
believed that it can cut the cost of foreign aid and reduce taxes at home, which 
also directly affects employed women. 

‘Tariff and trade costs add to the price of many items of daily use affecting 
living standards and family income. It is therefore important that measures be 
adopted which will permit reduction or adjustment of tariffs and other barriers 
to trade in order to build a high level of economic activity in support of freedom 
and security.”’ 


STATEMENT OF THE NATIONAL BOARD OF THE YOUNG WOMEN’s CHRISTIAN 
ASSOCIATION OF THE UNITED States on H. P.. 1 


The national boerd of the Young Women’s Christian ‘ssecietion of the United 
States urges the extension of the Reciprocs.| Trade A.greeme:ts Act. The national 
board hes supported the Reciprocal Trade Agreements progrem since its inception 
in 1934 and has consistently favored its extension. Fach triennial national con- 
vention of the YWCA has reiterated this support. 

The national board now requests favorable action by the Ways and Means 
Committee and the House of Pepresentatives on the principles cont:ined in 
Bi... 

The United States in its role of leadership in the free world has given billions 
of dollars for the relief, rehabilitation, and economic recovery of war-de. asts,ted 
countries. The United Stzetes believed that only through economic recovery could 
these nations remain free, and thet upon their freedom depended the security and 
well-being of the United States. Since 1950 economic z2id has been subordine.ted 
to military aid. The nationel beard of the YWC-. belie, es thet military measures 
alone cannot insure the security of the United States end the free world. We 
believe thet nations, to remain free, must be strong enough economically to mein- 
tain standards of li ing high enough to discourage ideolosic | creeds that breed 
on poverty. Without our economic aid, nations friendly to the United St_.tes 
must have some way to meiptsin interne] economic stability through their own 
efforts—which they are now in a position to do and which they prefer to do. In 
order to meintein their eeonomies and purchase necessary imports, free-world 
nations must be able to sell their goods. 

There are many reasons why the United States should lead the way in furnishing 
markets by lowering its tariff barriers, liberalizing its import auotas and simplify- 
ing its customs regulaticns so as to encourage markets f :r foreign imports. 

Restrictions on trade have a direct and continuous bearing on our foreign rela- 
tions. We cannot hope to hold our friends among the nations when through 
tariffs we shut out the flow of their goods to us. The United States is a creditor 
nation. If foreign countries are to buy our goods it is necessary for them to earn 
enough dollars to pay for them. To earn the dollars, these countries have to sell 
to us. If they cannot expand their exports their only alternative, in the absence 
of outright aid from the United States, is to curtail their imports and accept a 
reduction in their living standards. In the long run, this would mean a reduction 
in our own living standards, since it means a decrease in our own exports. There 
is no doubt in our minds that freer flow of trade and movement of capital are 
essentials of a free international economy just as they are requisites of our own 
internal economy. 

It may be that other nations can produce some goods more efficiently and 
cheaply than the United States is now doing. When this happens, we believe 
that, in our vast, dynamic economy, our system of free enterprise, the displace- 
ment of labor and plants would not be materially greater than that resulting from 
normal technological advances and changing patterns of taste. Protection of 
national producers in these instances results in shrinking markets, the discourage- 
ment of ingenuity and invention and a lower standard of living for everyone. 
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United States exports constitute only about 5 percent of our national income. 
On the other hand, the income from exports of highly developed countries like the 
United Kingdom and the Netherlands represents from 21 to 46 percent of income. 
Thus the policies we pursue in the international economic field assume tremendous 
importance to our allies. We must ever keep in mind that reductions in living 
standards anywhere among our Allies may lead to political instability and a 
threat to the free world security system. 

Trade restrictions prevent the efficient international use of resources necessary 
to improve and develop the economy of the whole free world whose welfare and 
security are so closely tied up with that of our own. Furthermore, the security 
and well-being of the United States is dependent on being able to purchase strategic 
raw materials from foreign countries. There are some things we must’ buy 
abroad and we need to keep those trade channels open. The United States, in 
seeking to restrict the sale of strategic materials having war potential to countries 
behind the Iron Curtain, should be realistic. If our allies are to refrain from 
selling their goods to countries within the Soviet bloc, alternative markets must 
be —- tothem. Does not the United States offer the largest potential market 
to them 

The YWCA of the USA, a Christian organization and a member of the World’s 
YWCA which has affiliates in 66 countries, is vitally interested in the economic 
well-being of peoples as a good in itself, quite apart from our military policy or 
consideration of national security. The YWCA believes that the reduction of 
tariffs and the elimination of quotas would contribute to higher living standards 
in the United States and the free world. 

Recognizing the variations in national trade policies among the nations, the 
YWCA believes that the reciprocity principle embodied in the Reciprocal Trade 
Agreements Act represents the most realistic approach at the present time to 
reduction of our trade barriers. Through negotiation we can see that those 
nations that have enacted tariff laws in recent years (largely to offset the effects 
of our own high tariffs) will undertake tariff reductions at the same time we do. 
We do favor, however, a broad policy of tariff reduction and consider the provi- 
sion for a 15 percent general decrease over the next 3 years a minimum goal for 
that period. 

While supporting the general principles of H. R. 1, the national board of the 
YWCA urges the Ways and Means Committee to consider the following revisions 
relating to the peril-point and escape-clause provisions of the Trade Agreements 
Act and the period of extension of the program. 

The national board believes that the peril-point and escape-clause provisions 
of the Trade Agreements Act should be entirely eliminated or so substantially 
revised that they do not interfere with liberalization of the tariff. It has been 
reported by one authority that with the single exception of one country, no major 
reductions in United States tariffs have been made while the peril-point provision 
has been in effect. If the peril-point and escape-clause provisions are not elimi- 
nated they should be so amended as to make their application temporary and it 
should be made clear that their purpose is to prevent a substantial reduction in 
output and employment where an appreciable number of workers and facilities 
would be unable to find suitable alternate employment or use within a reasonable 
time. The United States should consider courses of action in terms of the na- 
tional interest and devise ways to enable those few industires adversely affected 
by tariff reductions to adjust to new conditions. 

The Reciprocal Trade Agreements Act should be extended fer at least 6 years 
instead of 3, in the interest of giving adequate time for proper negotiation and of 
developing stability on the world market. Nations desiring to expand their trade 
with the United States—the largest single market for a large number of individual 
foreign nations—are not likely to invest money for expanding internal production 
and increasing markets for their goods abroad if they a.e not assured that they 
will have access to the United States markets for a long enough time to realize a 
reasonable return on their investment. The United States should adopt a long- 
term view of what is in the national and free-world interest. Now that the time 
for relief and economic aid programs in the industrial countries is ending, the 
United States must show as much initiative and steadfastness in day-to-day tirade 
policies as wae shown in these important programs. And in the underdeveloped 
areas of the world where we shall probably furnish increasing economic aid, we 
should have a policy which will enable those countries to sell in cur markets. 

Mote than ever before, not only our economic welfare but our national security, 
our political goals and our humanitarian objectives are at stake in the considera- 
tion of our foreign trade policy. We urge adoption of H. R. 1 for a 6-year period 
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and sufficient safeguards to prevent nullification cf its benefits under the escape- 
clause and the peril-point provisions. 


STA1lEMENT BY THE NATIONAL CounciL OF JEwisH WomMEN, Inc., NEw YorK. 
N. Y., in Support oF RENEWAL OF 1HE TRADE AGREEMENTS Act 


The National Council of Jewish Women, which has over 100,000 members in 
256 communities in some 44 States, has consistently supported the trade agree- 
ments program since its inception in 1934. At our last convention, held in March 
1953, the delegates to the convention reaffirmed our position by adopting the 
following resolution: 

“The National Council of Jewish Women believes— 

‘“* * * that the United States must accept its position of leadership to help 
develop economic and social stability, and political democracy throughout the 
world. 

“It therefore resolves— 

‘‘* * * to support the progressive reduction of tariffs by the United States on a 
reciprocal basis, and 

“Urge the United States Government to undertake international agreements 
designed to lower or remove trade barriers.”’ 

Our support of this program stems from our belief that a liberal national 
trade policy is essential not only for the maintenance of peace and stability in 
the world, but for the maintenance of a stable economy at home. 

We agree with the President’s statement in his message delivered to Congress 
on January 10, 1955, that: 

“The Nation’s enlightened self-interest and sense of responsibility as a leader 
among the free nations require a foreign economic program that will stimulate 
economic growth in the free world through enlarging opportunities for the fuller 
operation of the forces of free enterprise and competitive markets. Our own self- 
interest requires such a program because (1) economic strength among our allies 
is essential to our security; (2) economic growth in underdeveloped areas is neces- 
sary to lessen international instability growing out of the vulnerability of such 
areas to Communist penetration and subversion; and (3) an increasing volume 
of world production and trade will help assure our own economic growth and a 
rising standard of living among our own people.” 

We consider the extension of the Reciprocal Trade Agreements Act for a period 
of 3 years of tremendous value in promoting confidence among the free nations 
in the stability of our trade policies and their ability to do business with us. At 
a time when the cold war is shifting to the economic front, it is essential for the 
United States to adopt a stable and progressive trade policy which will not only 
reassure our allies, but will eliminate the need for them to seek trade relationships 
with our enemies. 

The provisions of H. R. 1 and H. R. 536 which will extend the Reciprocal Trade 
Agreements Act for 3 years and authorize the President to further reduce tariff 
rates through multilateral and reciprocal negotiations, are vital in our efforts to 
expand world trade. 

his legislation, however, contains some contradictions. On the one hand, we 
are extending the act for a longer period so as to create a sense of stability among 
the free nations. On the other hand, we retain the escape-clause and peril-point 
provisions which in the opinion of many competent observers, create a great sense 
of insecurity as to our intentions among foreign businessmen. In the December 
16, 1954, issue of the Reporter magazine, Mr. William H. Draper, Jr., in discuss- 
ing the plight of the foreign businessman who is trying to trade with the United 
States, had this to say. 

“He never knows when we will restrict imports of his product or how we will 
do it. Heading a long list of the devices we use for this purpose are two that 
have done our country inestimable harm abroad. They are the escape clause 
and the quota.” 

This view is supported by the reactions and comments in the Nation’s press. 
The decision to increase tariffs on Swiss watches was made possible by the escape 
clause. The Christian Science Monitor viewed the decision with a great deal of 
concern in the following editorial: 

‘“k * * Tf the United States would not even maintain its old tariff rates for 
the benefit of Switzerland, could the allies expect more favorable treatment for 
themselves? Plainly, they did not think so, for they, in fact, were looking to 
trade with Communist countries to substitute for what they assume will not be 
attained with the United States. 
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“Higher tariffs are a domestic political luxury. * * * Washington, in fact, had 
indulged in a luxury at the expense of an alliance-building policy. * * *” 

It is fairly evident that if we are to convince our allies that we will practice 
what we preach in this bill, and if we are to maintain a stable trade policy, the 
uncertainties caused by the escape-clause and peril-point provision must be 
ended or modified. The chief argument for these provisions is the protection of 
industries which would otherwise be injured by lower tariffs. This view implies 
that our national trade policy should be developed on the basis of the needs of a 
few special industries whose business may to some extent be affected by imports, 
rather than on the basis of the economie and political needs of the Nation as a 
whole. It is our sincere conviction that our national trade policy must be de- 
signed to promote the greater national interest. 

We urge your committee to extend the Reciprocal Trade Agreements Act for 
3 years and to eliminate the peril-point provision and escape clause. We believe 
that such action will help to expand international trade, promote our foreign 
policy, and strengthen our economy and that of our allies. 


NATIONAL CouNcIL OF FARMER COOPERATIVES, 
Washington 6, D. C., February 1, 1955. 
Hon. JERE CoopER, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 


Dear Mr. CHAIRMAN: In connection with the current hearings on H. R. 1, we 
would appreciate inclusion of this brief statement of the policies of the National 
Council of Farmer Cooperatives regarding trade agreements. 

1. Various devices, such as quotas, licenses, seasonal embargoes, bonus dollars, 
and many other restrictions, have become of greater significance than tariffs in 
regulating and restricting international trade. 

2. The restoration of exports and international trade will come only from 
increased economic strength in foreign countries, the development of sound internal 
conditions which will attract investment of outside capital accompanied by tech- 
nical skills into underdeveloped areas, resulting in currency convertibility and the 
basis for elimination of practices which hamper the exchange of commodities. 

3. Tariff policies should be based on practical considerations and sound econo- 
mie principles and their use as an instrument of political bargaining should be 
discouraged. 

4. Tariff adjustment and regulation of foreign commerce is a constitutional 
function of the legislative, rather than the executive branch of Government. 
Tariff adjustments by methods and within limits prescribed by Congress should be 
assigned to an agency such as the Tariff Commission. The decisions of each 
agency should be subject to review by the Congress and not to modification or 
veto by the executive branch of the Government. 

5. Any extension of the Trade Agreement Act should include: 

(a) Retention of the peril-point principle; determination of the peril point 
to be made by the Tariff Commission, and its observance made mandatory 
upon the executive branch. 

(b) Retention of the escape clause with prompt action thereon mandatory 
upon the Tariff Commission and executive branch of Government. 

(c) Protection of section 22 of the Agricultural Adjustment Act with 
prompt and vigorous action thereunder, when imports impede or threaten 
to impede Federal or State marketing programs. The recommendations of 
the Secretary of Agriculture, when approved by the Tariff Commission, 
should be final. 

It seems entirely clear that subparagraph (B) of section 3 of H. R. 1 would 
have the effect of nullifying the operation of section 22 of the Agricultural 
Adjustment Act. We cannot too greatly stress the importance of including 
language in this bill which will not only protect the continued effectiveness 
of section 22, but will clearly and specifically identify such protection as 
one of the basic provisions of the proposed legislation. 

6. Our foreign economic relations should be grounded on a treaty of commerce, 
investment, navigation, and friendship with each friendly nation, and the bene- 
fits extended multilaterally on a quid-pro-quo basis when reciprocal terms are 
mutually agreed upon. 

7. International trade is essential to prosperity of American and world agri- 
culture as well as business generally. It will flourish only as balanced economic 
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conditions, based on high diversified production and consumption standards, are 
developed in all countries of the world. 

8. Under the American system of free enterprise, private capital and industry 
should occupy the position of primary importance in the field of foreign trade. 

9. A foreign economic policy based largely on concern with the vehicles of 
restriction, rather than with those imbalances which give rise to the restrictions, 
seems too narrow in concept to meet the problems involved in the many and 
diverse aspects of a balanced world trade. 

Our foreign economic policy should be broad, cohesive, and projected to the 
achievement of sound balance in all pertinent and important areas of approach 
and not restricted to 1 or 2 channels which may be of immediate concern. 

It should be coordinate with, but not subservient to, our foreign policy in the 
political field. The implementation of such policies, after having been estab- 
lished by Congress, should be participated in by all interested agencies of the 
Government on the basis of such interest, and not delegated to any one agency. 
Coordination of such participation should rest in the Office of the President. 

Respectfully yours, 


Homer L. BrINKLEY, Executive Vice President. 
The CuarrMAN. The next witness on the calendar is Mr. Michael 
Straight, chairman of the international affairs commission, American 
Veterans Committee. 
We are very glad to have you here, Mr. Straight. Will you please 
give your name, address, and the capacity in which you appear? 


STATEMENT OF MICHAEL W. STRAIGHT, CHAIRMAN, COMMISSION 
ON INTERNATIONAL AFFAIRS, AMERICAN VETERANS COM- 
MITTEE, INC. 


Mr. Straicut. My name is Michael Whitney Straight. My ad- 
dress is Weynoke, Va. I am the former national chairman, and present 
cochairman of the international affairs commission of the organization 
I speak for, which is the American Veterans Committee. 

The CuarrMAN. You may proceed with your prepared statement 
without interruption. 

Mr. Srraieutr. Thank you, sir. 

Mr. Chairman, I speak with the support of the full membership 
of the American Veterans Committee, whose views on H. R. 1 were 
expressed in our eighth national convention held in Boston in Decem- 
ber 1954. 


The convention passed the following resolution: 


Unitep States TRADE Poticy 


Whereas the reciprocal trade program of the United States is a crucial part of 
the United States efforts of free world leadership; and 

Whereas the Congress has failed to adopt a trade policy for 2 years and while 
the Soviet Union and Communist China have negotiated 36 trade agreements 
with the free world; and 

Whereas the liberal trade policy as outlined in the Randall Commission report 
would not only permit the United States to assume trade policy leadership but 
also would benefit our domestic economy; and 

Whereas the implementation of a liberal trade policy such as recommended 
in the Randall Commission report inevitably requires the United States Govern- 
ment to consider possible damage to a small number of affected United States 
industries: Therefore be it 

Resolved, That the AVC supports the adoption of a reciprocal trade policy 
based on the recommendation of the Randall Commission report; and be it 
further 

Resolved, That the AVC endorses and supports positive governmental action 
to assist affected industries as proposed by the Kennedy-Williams bill; and be it 
further 
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Resolved, That the National AVC representative to the Committee for a Na- 
tional Trade Policy urge said Committee to also endorse this bill as a method of 
accomplishing a positive trade policy. 

Mr. Chairman, I would like to analyze briefly the reasons why the 
American Veterans Committee adopted this stand. 

As a veterans’ organization, Mr. Chairman, we do not express 
opinions on all the controversial issues on which, as citizens, we may 
divide. 

We are joined by one central conviction—the determination that 
future generations shall not suffer the common experience that brought 
us together, of world war. 

We believe that the present conflict with world communism can 
and must be won principally by strengthening the will and the capac- 
ity for freedom that now exists and must develop further, throughout 
the non-Communist world. 

We endorse, wholeheartedly and enthusiastically the opinion of 
our honorary member, President Eisenhower, that-— 
for every country in the free world economic strength is dependent upon high 
levels of economic activity internally and high levels of international trade. 

We further endorse the recommendations of President Eisenhower 
contained in his message of January 10 on foreign economic policy. 
We earnestly petition the Ways and Means Committee to look on 
this recommendation favorably. 

We regret simply that the President has not asked the Congress 
for action more emphatic in pursuit of his professed ideals. 

In our opinion there is no time to lose in reaching a more rapid and 
permanent rate of economic development within the non-Communist 
world. 

We say this, Mr. Chairman, in the sadness and intense conviction 
of a group of men and women who have learned at first hand the vigor, 
the skill, the ambition, and the attractive power of the Communist 
enemy we face. Knowing this enemy, through years of personal 
experience, we fear the underestimation that still prevails among 
men who treat world communism in terms simply of the dangers 
of military agression overseas, or of conspiratorial subversion at home. 

We grant, of course, the magnitude of both these threats. But the 
President speaks of the military stalemate and we agree that military 
stalemate may have been reached. ‘To the Communists it acts as a 
spur to greater effort in economic mobilization. Accordingly, Soviet 
economic aid to Communist China is running at a rate apparently 
seven times our aid to non-Communist nations. And China and 
Russia hold out promise of trade to the whole non-Communist world. 

We tend in this country to divorce economic policy from foreign 
aid and foreign aid from military and political plans. No such sepa- 
ration is made in Communist minds. Typically, when Japan sent 
a trade delegation to Peiping 1 year ago, the trade agreement that 
was concluded was greeted by the Chinese Communist leaders as 
the prelude to a nonaggression pact. 

For 5 years we have endeavored to raise the productive capacity 
of the non-Communist nations. At the same time we have continued 
to keep obstacles in the way of the largest market in the non-Commu- 
nist world. Where, unless our imports rise or our credit is extended, 
are they to turn but to the Communist world? 
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The capacity of the Communist nations to export and therefore 
to trade is strictly limited. And yet in the last 2 years 71 trade 
agreements have been concluded between the Communist nations and 
the non-Communist world. Our comparative performance is not 
reassuring. The fourth staff paper of the Commission on Foreign 
Economic Policy notes that the trend in Congress has been to place 
more barriers in the path of increased foreign trade. 

It states of the 1953 Trade Agreements Act: 

This version of the act made it more difficult for the President to negotiate 
reductions in tariff duties. In fact, no important trade agreement activity took 
place under the act as modified by the 80th Congress or under the Extension 
Act of 1951. Some of the proponents of the trade agreements program in fact 
maintain that it is not likely that any action could be taken under the Trade 
Agreements Act in its modified form. They maintain that the Trade Agree- 
ments Act in its present form is more important as protectionist than as trade- 
liberalizing legislation. 

Mr. Chairman, it is the deep and sincere conviction of the American 
Veterans Committee that this trend, if true, is incompatible with the 
dynamic and successful leadership of the United States of the non- 
Communist world. 

It is our further conviction that if this trend continues it will set 
in motion a similar reversal of recent trends toward trade liberalization 
that has been one of the more hopeful developments in the free world. 
We cite as examples the new interest shown by Turkey and Greece in 
“peril points” of their own. 

We base our opinion on events as recent as the annual meeting 
held in Washington this last autumn, of the Governors of the Inter- 
national Bank and International Monetary Fund. 

That meeting, according to the London Economist— 
brought home * * * as perhaps no other meeting would have the extent to 
which the plans of the sterling area and of Western Europe for liberalization of 
both trade and currency restrictions are at present paralyzed by uncertainty 
about the future course of American foreign economic policy and of the American 
economy itself. 

We cite as evidence of the urgency with which our allies view the 
issue now before you, the speech of the Australian delegate, Sir 
Arthur Fadden, at the autumn meeting of the bank and the fund. 
He was protesting against the comfortable generalities voiced by 
Secretary Humphrey. He said: 

We still await action. We have never doubted that the President’s head and 
heart were in the right place. But as practical men, responsible to our own 
people for their welfare we are obliged to focus not upon words and hopes but 
upon capacity deeds. 

H. R. 1 is one such deed, Mr. Chairman; as such we heartily 
endorse it. But we cannot pretend to the supporters or the opponents 
of the bill that we regard it as more than one step. 

We share the opinion of the Committee for Economic Development 
that a 3-year extension is not long enough to permit the businessmen 
and exporters of our allies to develop new plants, new products, and 
new sales campaigns directed at the American market. We regret in 
particular the expiration of the act in an election year. 

We further agree with the Committee for Economic Development 
that the President’s authority to reduce tariff rates should be extended 
by permitting the President to exchange tariff reductions for other 
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kinds of economic concessions, for suspending the tariffs on goods not 
produced in substantial quantities in this country. 

More important in our opinion is the confusion built into the act 
by the peril-point and escape provisions. We share the opinion of 
the Committee for Economic Development that these provisions are 
serious limitations on the President’s ability to lower tariff rates. 
We agree with the criticism of the chamber of commerce that the 
peril-point provision sets up— 

a prejudgment of the effect of a duty reduction even though there is also in the 


present law provision in the escape clause for reconsideration in the light of 
actual experience under the concession. 


We recall that while the escape clause hag not resulted in a large 
number of tariff increases thus far, 51 applications for escape clause 
action have been filed in the past 5 years. We note the opinion 
expressed in the staft papers presented to the Randall Commission: 


The threat of an escape clause action cannot be ignored by domestic importers 
and foreign exporters. The fact that few tariffs have been increased in the past 
as a result of the escape clause is no guaranty that successful exporters will not in 
the future have tariffs raised against them by this device. This is particularly 
true since the ‘Tariff Commission has frequently rejected requests for escape clause 
relief by narrow majorities. 


We further recall the words of an ardent champion of allied unity, 
the London Economist, on this same point. 


In criticizing the report of the Randall Commission, the Economist 
declared, on January 30, 1954: 


The report’s sin of omission * * * is that it makes no proposal that America’s 
“escape clause” and “‘peril point’’ provisions—under which tariffs can be raised if 
domestic industries get into difficulties—should be removed; foreign exporters 
who shoulder the considerable initial expense needed to establish themselves in 
American markets will therefore still be advancing across a perpetual trap door. 
Thus while it is clearly implied that the nondollar countries’ approach to full 
convertibility and nondiscrimination is to be a one-way street with no question of 
return, America itself is to be allowed to beat a retreat at any time. 


Mr. Chairman, we share the opinion of the chamber of commerce 
that— 


No body of scientific criteria for injury which can be applied to all cases under the 
escape clause has yet been developed by the Tariff Commission. 

We doubt if any such criteria can be applied. We believe that 
President Eisenhower was entirely sound in challenging the “share 
doctrine” on which the Tariff Commission based its opinion that 
serious injury had been done the American watch industry by imports 
from Switzerland, and in holding that the Tarift Commission’s 
decision, if upheld, would have created “a dangerous precedent.” 

It is a matter of great regret to us that President Eisenhower has 
made his recommendation for new authorizations under the Trade 
Agreements Act “subject to the present peril and escape clause 
provisions.”’ 

Given these provisions the President will do well, in our judgment, 
if he can reduce tarifts by 10 percent in the lifetime of the 3-year 
extension of the Trade Agreements Act. 

We find that achievement wholly madequate when we balance it 
against the gains in the field of international trade which we anticipate 
will be made by the Communist world. 

Mr. Chairman, we share, of course, the concern of many Congress- 
men for the employment that may follow lowered tarifis. Like any 
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national organization our members are spread through areas and 
industries which still benefit from protection today. 

The fallacy we see in the protectionist argument is that the great 
imbalance in trade is a stable and permanent condition and that the 
dollar gap will be filled indefinitely by dollar aid. We share the view 
of Howard Piquet and other experts that some adjustment toward 
balanced trade is inevitable; either our imports must increase or our 
exports are bound to fall. In offsetting the disadvantages of both 
developments we recall the importance of exports in our economy: 

Between a quarter and a half of our entire production of cotton, 
tobacco, corn and wheat is exported. 

We export 23 percent of our tractors, 27 percent of our textile 
machinery, 19 percent of our typewriters, 17 percent of our trucks and 
buses, 13 percent of our refrigerators, 13 percent of our diesel engines, 
and 12 percent of our agricultural machinery. 

We attach great significance to the contrast drawn by Mr. Piquet 
between employment for the export market and the probable displace- 
ment of workers due to lowered tariffs. 

Nonetheless, we share the view expressed in the staff papers 
presented to the Randall Commission that the dislocation caused by 
lowered tariffs— 
even if too small to be of substantial significance nationally would nevertheless 


be of tremendous importance to the companies, workers, and often the com- 
munities concerned. 


The readjustments, as the study of the Committee for Economic 
Development has shown— 


are basically no different and have ordinarily been far less severe than those 
which are continually taking place within our competitive domestic economy. 
And yet it seems clear to us that positive action by the Federal 
Government to minimize the hardship of readjustment is the con- 
structive alternative to the peril point and escape clause provisions 
in the Trade Agreement Act. 

For this reason we wish to endorse the legislative proposals 
introduced by two members of the American Veterans Committee, 
Representative Williams of New Jersey and Senator John Kennedy 
of Massachusetts. 

We understand that no direct compensation for losses due to import 
competition is provided for in this legislation. We realize that while 
the problem of tracing disclocation in any area of industry to lowered 
tariffs is difficult, it is no more difficult than the standard of determina- 
tion imposed by the peril point and escape clause provisions. 

We grant the administrative problems in getting Federal aid for 
retraining and diversification through to the firms, the communities 
and the individuals involved. But we share, nevertheless, the con- 
fidence of our two members, Congressman Harrison Williams and 
Senator John Kennedy, that: This legislation will permit tariff reduc- 
tions as prompt and as drastic as the international situation demands. 

That, Mr. Chairman, is my prepared statement. I am very much 
obliged to the committee for taking the time to hear our point of view. 

The CHarrMAN. We thank you for your appearance and the very 
helpful information given the committee. 

Are there any questions? 

Mr. Mills, of Arkansas, will inquire. 





592 TRADE AGREEMENTS EXTENSION 


Mr. Miuts. I just want to congratulate Mr. Straight on his very 
fine statement. 
a would now like to call your attention to your statement on page 6, 
that— 


we believe that President Eisenhower was entirely sound in challenging the share 
doctrine on which the Tariff Commission based its opinion that serious injury 
had been done the American watch industry by imports from Switzerland, and 
in holding that the Tariff Commission decision if upheld would have created a 
dangerous precedent. 

The share doctrine to which you refer as one of the criteria that 
must be taken into consideration in reaching a determination as to 
whether or not there is threat of the injury to an industry, and so on, 
has been a part of such determinations. 

Mr. Srraicat. I understand, sir. 

aad Mutts. I wonder if this is President Eisenhower you are talking 
about. 

Mr. Srrarient. I am quoting there from the President’s decision 
in this case, his recommendation. I am frank to say that I did not 
go back and check his recommendation against the law. 

Mr. Mitts. As I recall, President Eisenhower did decide that the 
importation of watches constituted a threat to the American watch 
industry. 

Mr. Srraicut. That may be quite right, sir. I am simply quoting 
his direct reference here in saying it is a dangerous precedent. That 
is from his opinion. 

Mr. Mitts. I thought maybe you meant President Truman, 
because he had once declined to act on the watch question. 

Mr. Srraieut. I do not think I have that paper with me, sir. 
You may be perfectly right. 

Mr. Mutts. I do not want to take your time, but I thought maybe 
you would want to check back on it. 

Mr. Srraicut. I will, and, if I am wrong, I would like to correct 
my testimony on that point. 

The CuarrMan. Are there any other questions? 

Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnzs. Mr. Straight, I take it that the general position as 
expressed by this statement is for free trade, generally? 

Mr. Srratcut. For a progression toward free trade, yes, sir. 

Mr. Byrnes. Do you think you can ever arrive at free trade in 
an environment, an atmosphere, where the rules of production are 
not the same for all producers? Here is the thing that concerns me 
all through this whole picture: 

In many of the countries of the world, you do not have, for instance, 
a& minimum wage. You do not have requirements for workmen’s 
compensation. You do not have requirements for unemployment 
compensation. All of these are conditions of competition which 
affect the cost of the item. 

As far as the producer in this country is concerned, these are all 
pretty much the same, so we can have pretty much of a free inter- 
change of goods. 

All of the competitors are competing under the same rules of the 
game. But you certainly do not have that intentionally today, and 
I wonder if you will ever have it, throughout the rest of the world. 
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Therefore, | am wondering if you do not have to have some kind 
of a mechanism to protect your own producers against unfair compe- 
tition from producers who do not have to operate under as stringent 
regulations or regulations that are as costly. 

Mr. Srrareut. Well, in general, of course, my understanding is that 
free trade will turn under a high-wage economy that depends not only 
on the level of wages but on the level of productivity and the relation- 
eee the two. But the tendency is that free trade will cause 
a shiit. 

Mr. Byrnes. Cannot it work just the opposite, though? If you 
do not have a peril point and an escape clause to protect things, might 
it be different? Let me put it this way: Would it insure the producer 
in the high cost of production area against the unfair competition of a 
producer in a low cost of production area? In the first instance, do 
we not create a climate which simply says an industry in this country 
that cannot compete just simply goes out of existence? 

Does that not mean then that what industry is left has to come down 
to meet the level of their competitors elsewhere? 

Mr. Srraicur. What I was going to say is that the general view of 
economists, I believe, is that given free trade and the different wage 
level, this country, with a high-wage level will tend to produce those 
goods which require relatively more capital and relatively less labor 
cost per unit. 

A country with a very low wage will tend to produce and ship to this 
country goods with their low relative capital cost and low relative 
wage cost. 

Mr. Byrnes. When the Government of the United States says to 
its producers ‘“‘You have to do certain things; you have to pay your 
labor, for instance, a minimum wage; you have to manufacture dairy 
products under certain sanitary standards,” all of which costs money, 
how can we then just turn around and leave an industry like that to 
the absolute mercy of a foreign competitor who does not have to 
operate under any of those rules of the game? 

Is it fair? Is it decent? Is it honest? Is it for the economic good 
of the world? I have a serious question in my mind. 

Mr. Srraicur. It is a very serious question, and it is precisely in 
recognition of that question that the organization which I represent 
has said that Federal aid is necessary here. 

Personally, in the summertime, I come from a little community in 
New Hampsbire in which the town of Nashua was almost ruined when 
the local industry was shifted from Nashua down South, and finally 
to the Caribbean area, in favor of a lower labor cost market. 

That little town had to start over again from scratch, and it did. 
It managed to accomplish it without much Federal aid. I think 
Federal aid is very necessary under those circumstances. I share the 
CED view which I quoted that the kind of adjustment which you are 
speaking of is going on all the time within this country, and is one 
of the laws of competitive private enterprise in which we all believe. 

On the first point, on the issue of free trade, I mentioned Mr. Piquet, 
and I think he answered the point you mentioned. The issue, he said, 
is no longer protection versus free trade. It is, rather, which imports 
from which countries should be allowed to increase in the national 
interest, and to what extent should such increases be permitted. 
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The only point I have tried to make is that unless we go further 
than we are going today to open up the American market, the increas- 
ing productivity of other countries is going to have to find markets 
behind the Iron Curtain. To me that carries political implications 
which I do not particularly like. 

Mr. Byrnes. Let us stay on this other real troublesome problem 
that I have for just a moment. 

Mr. Srraient. Yes, sir. 

Mr. Byrnes. As I gather from your statement, it is your view that 
what we should look for in our economy is to build up the production 
and sale of those goods which do not require as high a degree of skilled 
labor or as much labor cost in the items. 

Mr. Srrarent. Unskilled labor, principally. That is right. 

Mr. Byrnes. Yes. And let some of these other countries produce 
the items which require the high skills and skilled hand labor, things 
of that nature. 

What you would do would be to say that certain industries should 
not exist here, that they better exist someplace else. What happens 
then if, for instance, you take your precision instruments and say they 
will all be made in Germany or in Japan? And then what would 
happen if you say that the chemical industry, which has a very diffi- 
cult time, or the potential of a difficult time, if we go far in the direction 
of reducing the protection they presently enjoy, is to move some place 
else? What do you do if you get into a national emergency and the 
shipping lanes are cut off? The world is very dependent, and there 
certainly was a great dependency in the last war, upon the productive 
facilities of this country. Where do we end up? 

Mr. Straicur. Mr. Byrnes, you have touched on a matter which 
I did not testify on, and which I concede, of course, is very important. 
That is the national-defense argument, in the case of the precision 
instrument field. 

Mr. Byrnes. And in the chemical industry, too. We have a num- 
ber of them that are extremely critical. 

Mr. Srraicut. Of course that is an important point, and, of course, 
we have to remember it. There are obviously exceptions that have 
to be made in the overriding interests of defense, which the President 
will make. Normally, I assume the Pentagon will take care of them 
simply by its purchase of goods needed. 

Your point is, of course, that these industries that are traditionally 
producing watches may convert immediately to bombsights. I 
concede, of course, that that is a problem, and I recognize that. 

Mr. Byrnes. In other words, you have to maintain a certain base 
of industry and production potential, do you not? 

Mr. Srraicut. I assume that could be provided for while still 
reducing the general level of tariff. 

Mr. Byrnes. But without an escape clause? I am inquiring 
within the framework of your suggestion that there be no such thing 
as an escape clause, which means that once you enter into an agree- 
ment, there would be no way of getting out of it, and you just have 
to let that industry go to the wall, whether your national defense is 
involved, or no matter what it might be. 

I am just wondering whether we want to get ourselves into the kind 
of position, that we either have to violate agreements or weaken our 
economy and our national defense. 
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Mr. Srraicur. That is a very serious point, and a rather compli- 
cated point that I would hesitate at this moment to express a view of 
our organization on, since I am speaking for a veterans’ group which 
is obviously very much concerned with that point. 

Mr. Byrnes. That is all. 

The Cuarrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I would just like to follow up Mr. Byrnes’ line of 
questioning with one other question. 

Mr. Byrnes was directing your attention to the situation in this 
country, and I would like to direct your attention to what would 
happen in the foreign country if indeed we were encouraging sweatshop 
labor. ‘That could be the case, could it not, if we were to take down 
our barriers and permit sweatshop labor to shoot its products into our 
markets? 

Mr. Srraicut. Well, Mr. Curtis, in all of these areas where wages 
are extremely low, as far as I know the kinds of goods which we 
import are very largely raw materials needed for our manufacturers. 

Mr. Curtis. I am saying that it is possible that that could be done. 
I think that I could supply to you specific examples. I could go even 
further and suggest to you that American capital could actually go 
abroad to set up a sweatshop. 

I could also suggest to you that American capital could go abroad 
to evade our antitrust laws in order to come back into our domestic 
markets. In other words, we do have many laws aside from the ones 
that Mr. Byrnes has mentioned which restrict and regulate, and most 
of them are good laws, our manufacturers and producers in this 
country. 

We insist on those standards and those rules of fair play. Somehow, 
if we are going to insist on these high standards, I think it is per- 
fectly proper for us to consider whether these countries abroad are 
using the same standards and, further, if we really want to have 
friends abroad, and that word is used awfully loosely—if we want 
friends abroad, we certainly should be encouraging that kind of 
standard rather than a lower standard. 

Mr. Srrareur. I think that is perfectly true. 

Mr. Curtis. So many of the spokesmen, who are arguing for this, 
and I think there have been some fine statements made, are con- 
stantly beating the United States over the head for its failings, with 
very little observation on the failings or the situations in these foreign 
countries. 

Now, you mentioned, for example, quoting the Commissioner on 
foreign economic policy, that the trend in Congress has been to place 
more barriers in the path of increased foreign trade, when actually 
the barriers imposed by these foreign countries, who are our friends, 
in quotation marks, have increased much more. It is a regrettable 
thing. But to conduct a real study in this, we have to look at what 
these other countries are doing as well as what we are doing. To 
present an objective study on this matter, I think attention should 
be paid to that. 

Now, I do have two specific things in your statement that I wanted 
to clear up a little in my own mind. ‘In your resolution you state 
‘Whereas the Congress has failed to adopt a trade policy for 2 years,’ 
and I do not quite understand that. We have been operating under 
a very definite policy. 














596 TRADE AGREEMENTS EXTENSION 


What reference did the organization have that the Congress did 
not adopt anything? 

Mr. Srrareur. I assume that is reference to a long-range policy 
and it refers to the 1-year extensions. 

Mr. Curtis. Well, the policy that we have been embarking upon, 
I thought it was long range, and it is the same type as my good 
nee friends have pointed out, and it has not changed a great 
deal. 

Then the other question was this. I was intrigued with this state- 
ment on page 3, where you say: 

Accordingly Soviet economic aid to Communist China is running at a rate of 
seven times our aid to non-Communist nations. 

Where did those figures come from? 

Mr. Srraicur. That is an estimate which I found in the Christian 
Science Monitor, and I said “apparently”; I have no way of con- 
firming it. It is just a well-informed guess. 

Mr. Curtis. You do not know who it was who made that state- 
ment? 

Mr. Srraicur. I do not know offhand. I will be glad to try to 
find out. 

Mr. Curtis. Thank you. 

Mr. Srraicur. I would like to comment briefly on your two very 
important points. 

Mr. Curtis. I will be glad to have them. 

Mr. Srraicur. I do believe that throughout Asia, which is an area 
I know, there is a very intense ambition now to get industrial produc- 
tion. I think unless we take note of that ambition, handle it wisely 
and well, it can produce the kind of sweatshop industries that you 
referred to, and it is a very important point. In my opinion, aid is 
not the sole line. We have to advance technical aid and capital. 

Mr. Curtis. Then our reciprocity treaty would be involved, and 
we should be discussing standards, then. 

Mr. Srraicut. What I was about to say was in this capacity of the 
United States, as adviser, and aid in the ambition, and fulfilling the 
ambitions of these countries, the United States would be very well 
advised to help these countries avoid the pitfalls of sweatshops and 
sweatshop labor and find the resources in which they would gear 
themselves properly to the non-Communist economy. 

Mr. Curtis. With that in mind, do you not think it would be wise 
for Congress to make some statement of policy on that and set forth 
some guiding principles along that line in this bill rather than just 
turn this whole matter, without saying anything about it, over to 
the executive department? 

Mr. Srraicur. That is a matter, sir, which I would not comment 
on. It is up to you, of course. And I think it would be arrogant on 
my part to advise the Congress on a matter of that kind. I think the 
United States legitimately can encourage these countries to develop 
the industries for which they are really qualified. 

Mr. Curtis. Since you are here very legitimately, you and your 
group, advising the Congress of your viewpoint on it, and I think 
you rightly do advise us as to what you think, that is why I was asking 
you the question in this field. Essentially, as I expressed it before, 
I view this Reciprocal Trade Act a delegation of tremendous powers 
from the legislative branch of Government to the executive. 


ae ener 


: 





| 





TRADE AGREEMENTS EXTENSION 597 


When we delegate those powers, we have to put certain restrictions 
on them. It is just a question in my mind as to how much and in 
what fields. 

Now, in this one very important field, when it comes to the standards 
that the Government has imposed upon production in this country, 
whether or not the Congress ought to have something to say when it 
passes on this power to the executive department, to have a care for 
these standards that Congress and the States have imposed upon our 
producers, when they go to negotiating these various treaties with 
our friends. 

Mr. Srrareat. I think it is a very good point. 

My only point was to suggest that the approach is less a negative 
one of trying to slow down the development of industry in other 
countries by shutting out their products than it is a positive one of 
helping them find the lines of production in which cheap labor is not 
of maximum advantage. 

Mr. Curtis. The atmosphere around the country on this thing has 
not been too good because people who have been advocating these 
things, and this is a personal comment, have had a tendency of 
accusing those who disagree with them of not having proper motives, 
to be called isolationists, and so forth; actually, when you get down 
to the details of these things, I suggest that some of us, who might 
not go along all of the way, are perhaps more concerned about our 
reputation throughout the world to build up friends than the people 
who are willing to go along without analyzing these problems. 

Mr. Srrarcur. | endorse that wholeheartedly, sir; I think you are 
absolutely right. 

Mr. Curtis. That is all, Mr. Chairman. 

The CuarrMan. Are there any further questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. I would like to inquire as to your thinking with re- 
spect to unemployment traceable to imports. Would you have the 
Federal Government assume responsibility to the individual who loses 
employment and proves the connection, likewise, to the community 
that loses an industry because of that situation? 

Mr. Srraraut. Mr. Simpson, I referred there to the Williams- 
Kennedy bill. Under the terms of the bill, it provides, as I read it, 
that in the special body the President sets up, when an industry is cited 
by the Tariff Commission, then this Board may have brought before 
it the individual or a given plant or a given community. 

Mr. Simpson. If it is proved that the unemployment is traceable to 
imports, then the Federal Government should assume the responsibil- 
ity for the welfare of the unemployed for a while and, likewise, the 
community should be rehabilitated and industry invited in there. 

Well, of course, there are different cases arising of how you are going 
to prove loss of employment due to imports. Would you be rigid in 
that, would you allow other causes of unemployment to cast the re- 
sponsibility upon the Federal Government? Or would you restrict 
it to this matter of tariff? 

Mr. Srraicut. As I gather it, sir, under the bill, the President’s 
actions are very closely related to this decision of the Tariff Commis- 
sion, as applied to a matter of increased imports, or import competi- 
tion, which is presumably tariffs, but which might be some other con- 
cession made by the United States. 
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Mr. Srmpson. I am trying to get your personal opinion along that 
line. I recognize that you have already stated it with respect to the 
tariff situation. But now I am bringing in other causes, because it is 
inconceivable to me that a claimant would be able to prove that loss of 
employment was due only to excessive imports. It might be some- 
thing else. Should he have Federal benefits, too? 

Mr. Straricut. Well, of course, the Congress today, as I understand 
it, can declare an area a distressed area. The Congress has provided 
certain tax advantages to that area. The principle is established. 

Mr. Srmpson. It is admittedly very hard to identity the loss of em- 
ployment due to tariff. 

Mr. Srraricut. I did try to point that out in my testimony. Of 
course, it is contained in the bill. The bill itself says that the act 
shall be construed liberally and any doubt regarding eligibility should 
be resolved in favor of the applicant. I think, whether or not I agree 
with that particular sentence, that is a gesture in the way that this is 
hard to determine. 

The CuarrMaAn. We thank you for your appearance and the helpful 
information given the committee. 

Mr. Srraicut. Thank you, sir. 

The CHarrMan. The next witness is Mr. B. A. Rittersporn, Jr. 

Will you come forward, please? 

Mr. Rittersporn is the executive director of the Committee on For- 
eign Trade Education, Inc., in New York. 

We are very glad to have you. Will you please give your name, 
address, and the capacity in which you appear for the record? 


STATEMENT OF B. A. RITTERSPORN, JR., EXECUTIVE DIRECTOR 
OF THE COMMITTEE ON FOREIGN TRADE EDUCATION, INC. 


Mr. Rirrersrorn. Thank you very much. 

My name is B. A. Rittersporn, Jr. My official residence is Win- 
netka, Ill., although I am now living in New York City. I appear 
here as executive director of the Committee on Foreign Trade Educa- 
tion, Inc. 

The CuarrMAn. You are recognized, and you may present your 
prepared statement without interruption. 

Mr. Rirrersporn. Thank you very much, sir. 

The Committee on Foreign Trade Education, a bipartisan, 100- 
percent volunteer organization, embarked a year ago on a campaign 
to bring to the general public a greater knowledge of the importance 
of international trade to this Nation’s financial prosperity and poli- 
tical security. We have also made an eftort to mobilize wide support 
for a liberalization of the Nation’s present foreign-trade laws, for 
reasons to which I will refer below. 

The committee, with national headquarters at 270 Park Avenue, 
New York City, has undertaken this work because it considers foreign 
trade to be of great significance to the United States. 

The six persons who founded the organization were appalled that, 
according to public opinion polls, a majority of the people had abso- 
lutely no knowledge of the tarift-trade problem. The fact was that 
the national debate on the issue was directed almost exclusively to the 
business community. 
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Our members, none of whom has any particular self-serving interest 
in foreign trade, have worked to expand the debate with the knowl- 
edge that an informed public opinion can best serve the country and 
aid the Congress in arriving at the proper solution of the problem. 

Briefly, the techniques we have used in informing the public have 
been these: Rallies, meetings, publications, scientific poll taking and 
canvassing, press, radio, TV publicity, literature distribution—by 
hand and by mail—and a speaker’s service for community groups 
throughout the areas in which we are now operating. 

Although it is not a characteristic part of our operation, we are 
very happy to have the opportunity to testify in behalf of H. R. 1 
today and to attempt to convey to you why the members of the 
Committee on Foreign Trade Education, Inc.—over 600 in New 
York—feel its enactment is necessary. 

The issue which most concerns our membership is the integral part 
foreign economic policy plays in the development of our foreign 
political policy as the Nation goes through a period in which it, and 
the entire free world, is menaced by Communist aggression. The 
Soviet bosses have detected what they consider to be a prime defect 
in our foreign policy. Premier Malenkov has stated: 

American imperialism is acting today, not only as an international exploiter 
and enslaver of nations, but also as a force that is disrupting the econemies of the 
other capitalist countries * * * boosting their exports through the most un- 
scrupulous dumping, while at the same time closing their home markets to foreign 


goods. The economic policy pursued by American imperialists is bouna to ag- 
gravate the antagonism between the United States and other capitalistic countries. 


The Communists seek to exploit this alleged antagonism. They 
have, during the last few years, concluded trade agreements with 
many of the most important states in the world. Mr. Stassen’s 
Battle Act Report in 1954 listed 38 non-Communist countries as 
trading with Russia, China, and the satellites. 

Almost every day one reads of another non-Communist trade 
mission traveling to the East. The Communist powers tell the 
nations of the world, many still suffering war damage and many more 
endeavoring to raise their living standards from the most primitive 
levels, in effect, that— 
the United States talks about the benefits of free enterprise and attempts to make 
you reduce your own trade barriers, but does not practice what it preaches. 

The United States policy of so-called protectionism is now being 
thrown up to us by Communists and neutralists in every nation of the 
world. Foreign countries in many cases are excluded from the United 
States market, or when they appreciate a margin of success, are con- 
fronted by new barriers to their commerce. Unable to earn enough 
dollars to trade in this country, they are being forced into economic 
isolationism or into the Communist trade orbit. 

One of your distinguished members, Mr. Kean, an honorary member 
of the Committee on Foreign Trade Education, Inc., has pointed to 
this danger: 

One of the great dangers of failure to enact a realistic trade program is that we 


may force friendly nations to greatly increase trade with Russia and Communist 
China. 


And your chairman, the honorable gentleman from Tennessee, has 
stated: 


The need for an expanded trade within the free world is made all the more 
urgent by the efforts of the Soviet bloc to encourage our allies to trade with them 
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and thereby become economically dependent upon Soviet markets and sources of 
supply. 

A high-ranking officer of the Defense Department, Capt. W. B. 
Thorpe, United “States Navy (retired), has put it another way, 
perhaps, even more tersely: 

It puts the United States in a most difficult negotiating position when on one 


hand we urge friendly countries to reduce their trade with the Soviet bloc and 
Communist China, and on the other hand, curtail their markets in the United 


States * * * 

We support Mr. Cooper’s bill, H. R. 1, because we believe its 
enactment will represent to the world this Nation’s willingness to do 
busivess. It signals a conservative, rational, completely realistic 
effort by the United States to stimulate the exchange of hey and 
services that will, upon the negotiation of reciprocal agreements, 
promote the prosperity of all—this Nation, our allies, and potential 
allies. H.R. 1 will give this Nation, at least, the beginnings of a 
foreign economic policy that builds up, instead of tears down, our 
foreign political policy. 

H. R. 1 would not in any sense bring a revolutionary change to our 
tariff structure. The 5-percent annual reduction authorized is not 
absolute. It means, rather, that as a result of reciprocal negotiation, 
an item which today is subject to a 20-percent import duty would 
be reduced to 19 percent the first year, to 18 percent the second year, 
and to 17 percent the third year. The reform would, however, we 
firmly believe, give a stability to our foreign economic policy that 
would improve our international position. It would also give an 
impetus to the prosperity of our own economy. 

The productive capacity of this Nation is such that a healthy 
volume of exports must be maintained and expanded yearly. Agri- 
culture depends on foreign markets to a very large degree. The 
tobacco, cotton, wheat, rice, and dried-fruit producers all must 
export between one-quarter and one-half of what they produce to 
ae And industry has a great stake in the promotion of export 
sales. 

More than 10 percent of the following manufactured products is 
sold abroad: tinplate, hand tools, primary batteries, refrigerators, 
machine tools, rolling-mill machinery, construction and mining 
equipment, oilfield machinery, textile machinery, sewing machines, 
food-products machinery, ball and roller bearings, typewriters, 
calculating and accounting machines, printing machinery, agricultural 
machinery, harvest machinery and ‘combines, tractors, motortrucks 
and coaches, civilian aircraft, medicinal chemicals, and DDT. 

The fact is that American prosperity, its growing prosperity, 
depends on an expanding foreign trade. ‘Protectionism,’’ however, 
undermines that opportunity and handicaps American industry with 
its 4% million workers—7 percent of the total work force—who are 
directly dependent on export sales. 

The reason is, as Clarence Randall has observed, ‘‘a tariff that 
cuts imports is a tariff that cuts exports.” 

A United States trade program that will cut the dollar gap, reported 
to be at approximately $2% billion for 1954 by the National Foreign 
Trade Council last Monday, will give foreign countries the means 
by which they can earn dollars to buy in the United States. 
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We support H. R. 1 because it will help lessen the dollar gap and 
promote the sale of United States products abroad. We are sure of 
that because the reciprocal-trade concept has proven itself 
statistically. 

For the 2 years 1938-39, as compared with the years 1934-35, the United 
States exports to trade agreement countries increased 63 percent, as against an 
increase of 32 percent in exports to nonagreement countries. 

There we quoted from What Policy on Trade? by Morris S. 
Rosenthal. 

We also endorse the other areas of tariff reductions authorized by 
H. R. 1, specifically where duty rates are above 50 percent or where 

oods are being imported into this country in negligible quantities. 
his section of the bill has real meaning for some tariffs remain very 
high. (The New York Times reports— 


over 900 items on which United States tariffs stand at 40 percent or above— 


and we note that there are slightly more than 100 items imported 
from Italy alone, where we seek to stop communism, which bear the 
ad valorem equivalent of over 60 percent.) 

We know, of course, that many very reputable persons have sug- 
gested that the reforms embodied in H. R. 1 are insufficient. Thus 
the CED has urged an extension of the reciprocal trade agreements 
program for 5 years. And we recall that the New York Times re- 
ported that the Randall Commission had all but come to the decision 
to recommend an extension of 10 years. 

We feel, however, that H. R. 1 is, under the circumstances, the best 
proposal, in that it can command the greatest amount of support from 
the people of the Nation and will, at the same time, by proving our 
many avowals, produce the intended polititical and economic advan- 
tages abroad. 

We do, however, strongly urge that H. R. 1 be extended to restrict 
the use of the so-called escape-clause provision. We fully agree that, 
as in all business operations, the contracting parties should retain 
reasonable safeguards—means for cancellation or modification. 

The escape clause as written, however, has prompted abuse of the 
entire reciprocal trade concept. As the escape clause now stands, 
our trade agreements are subject to an unceasing amount of harass- 
ment and review, which precludes the stability in which trade and 
commerce thrives. A reform of the escape clause, in line with and to 
reinforce the purposes of Mr. Cooper’s bill, would narrow the amount 
of consideration the Tariff Commission would give to the speculative 
realm of ‘‘potential danger’’; and would lessen the possibility of count- 
less rehearings. (The lobbyists seemingly hope that their special 
interests will succeed by attrition.) 

The “escape clause,’ in essence a necessary safeguard, recognizes 
the fact that a few inefficient industries will be injured by a liberali- 
zation of tariff-trade policy. That number is small when compared 
with the predominant interest in expanding exports. 

It has been demonstrated during the last year that even such areas 
as the First Congressional District of Iowa, the State of Ohio, and 
other areas, in many cases as secondary and tertiary suppliers, profit 
very measurably from international trade. 
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In keeping proper focus, we point to Mr. Walter Lippmann’s 
statement of a few days ago: 

The notion that the American market can be flooded with foreign goods all 
coming one way cannot be true. For what on earth would the foreigner want to 
do with the dollars he earns? What good are American dollars to a foreigner 
aa or someone to whom he sells his dollars, spends them in the United 

ates! 

We realize, however, that some Americans would be injured by 
tariff reduction. It has been estimated that over a long period of 
time up to 100,000 workers might be displaced by a liberalization of 
our current policy. This is a small number when compared to the 43 
millions who stand to benefit directly by an expansion of trade. And 
it is, according to Fortune Magazine, less than the average monthly 
United States job turnover. That 100,000, or only 35,000 as your 
colleague, Mr. Eberharter, has estimated, is, we appreciate, however, 
not a mere statistic, but represents individual human beings. 

We, therefore, agree with the proposal made by your former col- 
league, Mr. Javits, the attorney general of New York State. In 
addressing our organization recently, he maintained that those who 
are asked to make a sacrifice in the national interest should be given 
Government aid to readjust. Mr. Javits, an honorary member of 
the committee, pointed to the precedent whereby the Government 
has aided in retooling industry, in setting up communities for workers, 
and so forth, during the recent wars. Such assistance in the national 
interest should again be given. We, therefore, endorse the principle 
contained in Representative Harrison A, Williams, Jr’s. recent. bill, 
the Trade Adjustment Act of 1955, H. R. 229. Mr. Williams, in 
company with Senator John F. Kennedy, has put forward this proposal 
to ease whatever dislocation trade policy reform might cause. It is, 
we feel, a plan of the highest merit. (We note that your colleague, 
Mr. Eberharter, has introduced virtually the same measure.) 

One of H. R. 1’s great values is the recognition it gives to the 
manifest problems of Japan and the provision it makes by which the 
United States can bulwark Japan’s position in the free world. The 
Japanese are an essential ally in preserving the Pacific from Com- 
munist domination. The Japanese, however, are‘known to be in a 
precarious position. A staggering birth rate and a dearth of raw 
materials makes Japan a have-not nation, a nation that can only 
survive by selling its skills to the world. We, who possess a degree 
of productivity far surpassing their own, can, both for the obvious 
politcal reasons and for the benefit of our own consumers, allow 
Japan to trade with us. 

Speaking as an individual, I must report what I consider to be a 
very dangerous contention made to me by the executive secretary of 
the American Tariff League in a debate at Pace College, New York 
City. He said that Japan should be encouraged to find its ‘natural 
channels of trade,’ by which the spokesman indicated he specifically 
meant Communist China. 

I think, gentlemen, as do the members of the organization which 
I represent, that the specter of Czechoslovakia proves what Japan’s 
fate, what the Pacific’s fate, would be once enmeshed in the Com- 
munist trade orbit. 

Finally, gentlemen, a word usually unsaid. Trade has a great mean- 
ing to the consumer. An expansion of trade can produce a better, 
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more varied life for the people of this country even in what they eat 
and wear every day. The selfish interests of a small minority should 
not be allowed to continue to deprive all the people of the benefits 
of the free market any longer. 

The Committee on Foreign Trade Education, Inc., does hope that 
you will approve H. R. 1 and that it will be enacted by the Congress 
promptly. We believe that the stakes in this issue, as it confronts you 
and the Nation, are extremely high; as the President has said: “Tf 
we fail in our trade policy, we may fail in all.” What you do on trade 
will be the touchstone for success in our foreign policy, stimulation of 
our national economy, and aid to the consumer. 

We earnestly hope that our friend, Mr. Paul G. Hoffman, in writing 
a message for our newsletter, ‘‘Winning the Tariff Battle,’ was correct 
when he foresaw: 

There are good signs that we may be on the way toward freer trade, and * * * 
we have good reason to expect that the Kremlin’s plans will be firmly blunted by a 
rising determination among the free countries to achieve real success in world 
trade as in the other fields upon which their aggregate strength depends. 

Thank you very much for the opportunity you have given the 
Committee on Foreign Trade Education, Inc. 

The CuarrMaNn. Does that complete your statement? 

Mr. Rirrersporn. Yes, sir. 

The CuarrMANn. We thank you for your appearance and the very 
helpful information you have given the committee. 

Are there any questions? 

Mr. Reed of New York will inquire. 

Mr. Reep. I see you have a very carefully prepared document here. 

You realize, do you not, and I assume you do, that the United States 
has the lowest tariffs of any industrial nation in the world? 

Mr. Rirrersporn. We have, of course, been confronted by that 
argument, Mr. Reed, and we appreciate and thoroughly agree that 
over the last many years the United States has made great progress 
j Nn expanding international trade. We feel, however, that the statistic 
which usually arms that argument, 5 percent (that averages in the 
whole duty-free list, too, of course), is not indicative; does not show 
truly the amount allowed to enter and the amount prevented from 
entering. Whatever is done to find a statistic that seems to portray 
the United States as a low-tariff country, the fact remains, as noted 
in our statement, that over 900 items bear a tariff of over 40 percent, 

Mr. Resp. Secretary Dulles, in his testimony I heard, made that 
statement, that we had the lowest tariff of any industrial nation in the 
world. I am quite sure that he was very careful in phrasing that 
statement. 

Mr. Rirrersporn. I recall, if I may, that Secretary Weeks said 
about the same thing. However, adverting to a rather homely ex- 
ample that we have presented to the public, the tips for ball-point 
pens bear the ad valorem equivalent of 2,400 to 2,600 percent (my 
source, here, is Treasury Decision 52941 (3) of March 4, 1952). We 
do not think that really ludicrous rate is consonant with the United- 
States-is-a-low-tariff-country argument. Iam, however, sir, very well 
acquainted with that position. 


Mr. Reep. I just wanted to be sure that you understood that. 
That is all. 
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The CuarrMan. Are there any further questions? 

Mr. Mills, of Arkansas, will inquire. 

Mr. Mitts. Perhaps you can help me just a little bit on one phase 
of the bill that disturbs me somewhat. That is on page 4 of the bill 
under the authority of the President to negotiate duties downward to 
the extent of 50 percent of the rate in existence on January 1, 1945, 
when the article is not imported into the United States or when it is 
imported in negligible quantities. 

Do you recall that provision of the bill? 

Mr. Rirrersporn. I do. 

Mr. Miuus. What good is served by the reduction of such duties 
unilaterally as the bill would permit in another section? 

Mr. Rrrrersporn. Well, I think I can say to that, that there would 
be a great symbolical value. We are aware of the fact, as I stressed 
in my statement, that some of our tariffs do remain extremely high. 
The proposal, in my mind, would dramatize the Nation’s intention 
to expand trade. 

Mr. Mitts. I am talking about unilateral action now and not in 
connection with a trade agreement. 

You understand it may be done either way, either in connection 
with a trade agreement or may be done unilaterally without regard to 
a trade agreement. What do we accomplish by doing it unilaterally? 

Mr. Rirrersporn. Well, I would say that the principle upon which 
our entire recovery from the panic-motivated tariffs of 1930 (as 
developed by Secretary Hull) is that of give and take. It is recip- 
rocality in negotiation; reciprocality in trade. 

However, I do suggest that the reduction to 50 percent, unilat- 
erally, does have a real political meaning. We should not lose sight 
of these political values in expanding trade by perceiving the com- 
mercial values, alone. Our statement gave emphasis to these political 
values. We are confident that Mr. Cooper’s measure will greatly 
bolster our diplomatic position throughout the world. 

Mr. Miuis. You mean we might obtain some political benefit by 
reducing a tariff that might mean the importation of something into 
the United States that is not now being imported? 

Mr. Rirrersporn. Yes. We agree with the administration and 
with the leaders of the Democratic Party. H. R. 1 is to be a con- 
servative first step in getting the ball rolling. 

Mr. Mitts. For my information, what would you say is meant by 
‘negligible quantities?’”” That use of the word “negligible’’ is a little 
bit fuzzy, is it not? Does one carload more mean it is not negligible, 
or one boatload more? What is “‘negligible’’? 

Mr. Rirrersporn. There you can find a relative gage by comparing 
the degree at which the item is consumed in the United States—or 
perhaps the gage should be the degree at which it is produced in the 
United States—and compare that with the amount imported. 

Mr. Mitts. I was in hopes you might have a suggestion that we 
could use to improve on the word “negligible”. It is capable of 
diverse interpretation, I would think. 

Mr. Rirrersporn. Well, I recall that the word “negligible” has 
been used in the national debate for a long time. Rahens its cur- 
ency means that among the technicians it has a very precise meaning. 
In any event, I think I presume in discussing this matter and should 
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defer to the attorneys and technicians that the Congress and[the 
administration retain for consideration of such detailed questions. 

Mr. Mitts. Much confusion and misunderstanding has resulted 
from the use of such words. If we improve our commerce, we want to 
do it with as few restrictions as possible, and we should try to be as 
definite in terminology as we can. 

Thank you. I appreciate very much your statement. I think it is 
a very fine statement. 

The CuarrmMan. Are there any further questions? 

Mr. Kean, of New Jersey, will inquire. 

Mr. Kxan. Mr. Rittersporn, most of the people who come before 
our committee do come before our committee for some financial reason 
which is to their own benefit. It is the proper thing for them to do. 
Naturally, everyone wants to protect their own industry, and most of 
the people that we have had before us have come for that purpose. 

Now, you make a statement here that your members, 600 of them, 
‘none of whom has any particular self-interest in foreign trade.”’ 
Does that mean that none of the members of your organization are in 
the importing or exporting business, none at all? Where do your 
people come from, in this organization? 

Mr. Rirrersporn. I will be happy to tell you about that, sir. 
The six persons, to whom I referred in my statement as founders of the 
Committee on Foreign Trade Education, Inc., were from among the 
leaders of both the Young Republican and Young Democratic Clubs 
of New York City. They were persons interested in civic affairs and 
possessing, at least, a certain practical knowledge of the means by 
which public opinion is mobilized. 


While, there are of course, a great number of political independents 
who are now members of the committee, it is fair to say that the 
organization continues to follow the composition of the nucleus—that 
is, a majority of the New York members are also members of the 
Young Republican or Young Democratic Clubs. But it is, I am 
emphatic in saying, an organization above partisanship. The organ- 

? 


ization was formed, and has grown for a year, with the determination 
that the public should take a greater part in the debate on our national 
tariff-trade policy. As stated in our presentation to you, we do not 
believe that it is a healthy thing that a great part of the population 
be totally unaware of the great issues confronting you as you consider 
the question of liberalizing the Nation’s trade structure. 

Now, the membership of the committee is not in any sense made up 
of professionals from the foreign-trade field. Rather, our members 
are only people, having no self-serving interest in the question, united 
in this campaign because they are convinced of the great benefit trade 
policy reform will bring to the Nation. 

I think, Mr. Kean,: that I can demonstrate the membership’s 
disinterestedness—that they have no selfish ax to grind—by listing 
the business connections of our officers and directors. I think you 
will agree that it is pretty fair cross section of what you would expect 
to find among relatively young people employed in New York City. 

‘My position is that of executive director. [am a free lancer in the 
public relations field. John C. Howatt, the deputy executive director, 
(perhaps we have aggrandized ourselves by the use of these impressive 
titles) works for a stockbroker. Our secretary, Peggy Fischer (who is 
a native of your colleague, Mr. Curtis’ hometown, Webster Grove, 
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Mo.) is the section chief for a large group of clerks at American 
Airlines. And our treasurer, David J. Lane, works for an insurance 
company. 

The other members of our board of directors include four young 
attorneys: Thomas L. Hughes, W. Byron Kantack, Winthrop R. 
Munyan, and Daniel F. Ruge. The other two directors, Eric Keble 
and Marie Ryan Kearney, are, respectively, in the stockbrokerage and 
commercial-art fields. 

(I should, also, point out that Mr. Kantack is the secretary of the 
Young Democratic Club of New York City, while Mr. Howatt and 
Mr. Ruge are members of the board of governors of the Young 
Republican Club of New York City.) 

The committee’s membership in New York totals over 600. Of that 
number about 65 percent are girls, most of them in their twenties. 
All of these people have joined together, given great amounts of their 
time, because they believe that a constructive trade policy is of the 
utmost importance to the entire Nation. They believe that, properly, 
foreign economic policy is an integral to foreign political policy. We 
look toward a foreign economic policy that will complement. the aims 
of our foreign policy. Our intention is to bring this whole field to the 
attention of the public. 

I will add that in developing our campaign we have had the great 
advantage of the counsel of our very distinguished board of advisers. 
That group includes: Mr. Dudley B. Bonsal, of Curtis, Mallet-Prevost, 
Colt & Mosle; Lt. Col. Redington Fiske, editor, Export Trade & 
Shipper; Arthur J. Goldsmith, New York investor; Louis Harris, 
Elmo Roper Organization; Dr. Isador Lubin, industrial commissioner, 
New York State and former member United States delegation to the 
U. N.; Harry S. Radcliffe, executive vice president, National Council 
of American Importers, Inc., and Morris S. Rosenthal, foreign trade 
consultant. 

In addition, we have received invaluable advice from those on our 
roll of honorary members: Hon. J. K. Javits, attorney general, New 
York State; you, yourself, sir (Mr. Kean); Hon. Frank E. Smith, 
Member of Congress, of Mississippi and Hon. Harrison A. Williams, 
Jr., Member of Congress; of New Jersey. 

While the organization was launched in the New York area, it is 
now on a national basis. Chapters have been organized or are now 
being organized in San Francisco, New Orleans, Norfolk, Boston, 
Cleveland, and in Washington, D. 'C. I will note that the foremost 
of these, our colleagues in New Orleans, differ somewhat from the 
parent group. In the New Orleans branch, there are not—small 
wonder—many Young Republicans. And the membership is, on the 
average, a few years older than that of New York. Indeed, the leaders 
of our New Orleans branch are among the real—the most important— 
civic leaders of the New Orleans community. We find this, perhaps, 
a bit anomalous, but, really, very gratifying. 

I hope you will forgive me, Mr. Kean, for such a long answer. 

The CuarrMan. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. I want to inquire about your thoughts with respect 
. the escape clause. Would you like to have that stricken from the 
aw? 

Mr. Rirrersporn. No, sir. As I read from our statement, we 
think the ‘Escape Clause” is an entirely necessary safeguard. We 
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do think however, that as it now exists, it could be tightened up 
slightly so that it could no longer be used as a political instrument. 

I recall last summer when there was discussion of the watch case— 
prior to the President’s decision. There was much discussion in the 
press, radio, and television, and so on, that the President had previ- 
ously declined so many recommendations of the Tariff Commission 
that regardless of the merits of this particular case where would be 
tremendous pressure on him, even if only to relieve the backlog of 
tension, to accept the Tariff Commission’s decision on watches. 
We think, sir, that an ‘Escape Clause” mechanism that can encourage 
a psychology of that sort; that does not promote the consideration of 
the merits of the individual case, should be reformed. 

Mr. Stmpson. What is the basis of objection to the escape clause? 

Mr. Rirrersporn. Well, as I say, sir-—— 

Mr. Stmpson. Do you think it creates uncertainty abroad about 
the foreign manufacturers’ market here? Is that one of them? 

Mr. Rirrersporn. As the ‘Escape Clause” is now constructed— 
and I do want to make it very emphatic that we do not want the 
rescission of the ‘‘Escape Clause’’—as it is now constructed, we think 
ir does cause instability in trade. We think that, when abused, the 
“Escape Clause’’ has very significantly contributed to some of the 
international political losses to which we referred in our statement. 
But on the strictly commercial theme, we can say that the “Escape 
Clause” can and has contributed to instability in instances where 
American merchants have not undertaken the importation of various 
items (and all the marketing promotion that involves) just because 
with success in that enterprise they might have the rug pulled from 
under them with an “Escape Clause” action. 

Mr. Simpson. I counter by saying to you that the American pro- 
ducer is confronted under this bill with an uncertainty for 3 years as a 
minimum, with respect to what may be done to his product. He is as 
uncertain as is the foreign producer who is confronted by the uncer- 
tainties of the escape clause. They wash out. It is not good in 
either instance. And yet from a standpoint of the escape clause, I 
see, and so do you see, a possibility of a situation where we have made 
a bad bargain, a very bad bargain, and we have to get out of it in 
accordance with the escape clause. 

You say it ought to be retained, and I agree with you. But I say 
the American producer is entitled to some certainty that for 3 years 
he is not going to have his market taken from him and given to a 
foreigner producing at possibly slave labor. 

Mr. Rirrersporn. I would say to that, again adverting to Mr. 
Weeks’ testimony before the committee of the other day, the pro- 
posed changes are so slight that the potential danger to the American 
producer is a relatively minimum thing. 

Mr. Srmpson. Yet, there is always a border. How many of these 
items have been subject to 2 or the 50-percent cuts? 

There is another one. They have adjusted some industries, and 
they are still operating regardless of the two 50-percent cuts. And 
here comes along a possibility of some further cuts. That might be 
a borderline. 

Those companies are on pins and needles. They are nervous. 
They do not know whether to expand. They are not going to expand, 
but it is going to hold them back. I think the American producer is 
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entitled to certainty with as much justice as the foreign producer, 
certainly. 

Now, may I ask just one other short question? Do you think that 
since we started a trade agreement program back in the thirties asla 
nation, we have profited in the sense that we have eliminated the 
restrictions, and so on, which existed against freer trade among the 
nations of the world back in the thirties? 

Mr. Rirrersporn. Well, I would say that the economic nationalism 
of the thirties 

Mr. Simpson. The what? 

Mr. Rirrersporn. The economic nationalism, if I can put it that 
way, of the thirties has broken down considerably. 

Mr. Srmpson. Do you mind if I interrupt? We are told, and it is 
not contested anywhere, that today there are more nationalistic 
limitations and restrictions against free trade than there were back 
in the thirties. 

Mr. Rirrersporn. I was going to develop that point, Mr. Simpson. 

There are great evidences of a willingness and a demand on the 
part of some of these foreign countries to go ahead. I think I saw 
it in the Christian Science Monitor for Monday that in intra-European 
trade the OEEC countries had reduced their quotas to 10 percent. 
That was their target for 1955. 

I will go further, explaining my position on the basis, now, of per- 
sonal experience. I used to be connected with a firm that produced 
heavy, industrial, coffee-processing equipment. A very small amount 
of their production was given to export. There was a definite slow- 
down in their business during 1953-1954. The plant no longer 
operated at full production. The jobs of the plant force were, in a 
sense, no longer as secure as they had been. A conversation I had 
during that time with one of the firm’s leading executives had a great 
impact on me. He told me that the plant could be kept busy for 
1 full year if those abroad who wanted to purchase our machinery 
could convert their funds into dollars. I know that this company, 
and I am sure many, many more, would be in a far sounder position 
today, if the countries of Western Europe, where our frustrated, 
potential purchasers were centered, could have been allowed to sell 
more to this Nation and, thus, had more dollars with which to buy 
in this Nation. Surely this comes to the essence of the problem. 

Mr. Simpson. But looking at the purpose of the act, back in the 
thirties, and coming to the purpose of the act here, the principal pur- 
pose throughout the years has been to remove restrictions between 
the nations of the world on trade. 

I sum up by saying, and it is uncontested so far as the record is 
concerned, and I invite questioning on it, that there are today more 
restrictions than we have had in the past. 

Now, my question to you is this: Have you any reason to believe 
that our negotiators will do a better bargaining job now? They are 
the ones who have fallen down, if we have traded away all of our 
high rates, and so on, if we have traded them away and gained nothing 
by it, because there are more restrictions than before. Have you any 
reason to suspect that these very same negotiators will do a better 
bargaining job now and will as a result of H. R. 1 get rid of these 
limitations and restrictions? Or are you just optimistic along that 
line? Are you prayerfully optimistic? 
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Mr. Rrrrersporn. I hope you will forgive me if I intrude my 
ersonal partisan position. I will say that the Administration of the 
ast 2 years is different than that of the preceding 20 years and should, 

at least from you and me, evoke greater confidence. I know that when 
some of my colleagues and I have the great honor of visiting with 
President Eisenhower tomorrow morning that I will come away with 
a great feeling of confidence. 

{r. Simpson. Now you are talking a language that I would like to 
enlarge upon. I understand that you believe the Republicans will be 
able to make a better bargain under Mr. Cooper’s bill. And Mr. 
Cooper is not a Republican, by the way, but a very fine gentleman 
and a Democrat. You believe that under the administration of the 
Republicans we will be able to make better bargains and be better 
Yankee traders than we were under the Democrats? 

Mr. Rirrersporn. | think a very significant factor in the whole 
question, Mr. Simpson, is something that I think Senator Gore 
mentioned to our delegation yesterday as we visited with him. We 
should recognize, I think the Senator will agree, a growing need to be 
mindful of the possible advantages of not only trading tariff cuts 
against tariff cuts, but, perhaps, tariff cuts against reductions in 
quota barriers, and so forth. 

Mr. Stmpson. By that, sir, do you mean that no longer will this be 
reciprocal; in other words, that we give up something and get some- 
thing in return? Is that not to be the test any longer? 

Mr. Rrrrersporn. I mean to say that it would indeed be reciprocal. 
If we trade 5-percent tariff cuts, possibly the most meaningful recipro- 
cation would be another 5-percent tariff cut, or, instead it might 
be a quota cut, and so forth. 

Mr. Smmpson. I point out to you, though, that many of these 
restrictions were put in in the face of agreements to the effect that 
there would be good faith between the countries. Now, they, never- 
theless, did it. 

Please, believe me, I am not going to criticize those countries for 
going back on their word as they did when they made an agreement 
cutting the tariff and then devalued their money a few weeks later, 
as certain countries did. I am not going to criticize them on that 
ground. 

I simply say that they are nationalistic, and they are going to take 
care of their own first. I do not blame them for it. J think with 
respect to H. R. 1 that we will undertake with our negotiators, and 
they will try to do a good job, but in the final analysis, it is not going 
to be purely reciprocal if an emergency abroad requires that they 
stick on the quotas again. 

Mr. Rrrrersporn. If I may, Mr. Simpson, in alluding to the very 
meaningful note that you just introduced, “‘an emergency abroad”’ is 
just the sort of thing that we hope and believe H. R. 1 will help 
prevent. Our present foreign economic policy has significantly pro- 
moted the propaganda power of the Communists. The promise of 
trade with the Soviet Bloc, as contrasted with U.S. “protectionism,” 
has attracted many very important states—India is just one. In 
short, our present tariff policy increases the power and attraction of 
the Communist powers. 

Mr. Simpson. You and I hope very much that our Republican 
negotiators, who are pretty much the same individuals as those who 
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have been negotiating for a good many years, will do a better job 
now under this Republican bill introduced by Mr. Cooper than they 
have done in the past. 

Thank you very much. 

The CHarrman, Are there any further questions? 

Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Rittersporn, I was wondering if your group had 
made a study of the various trade barriers that are thrown up by 
these 40 free countries that we deal with. 

Mr. Rirrersrorn. Well, yes, of course, we try to study the whole 
field as intensively as possible. 

Mr. Curtis. The reason I ask is because throughout your statement 
you castigate us pretty well, the United States, for our position, with- 
out a balance of or discussion or even a reference to the world situation. 

Of course, we are talking about reciprocal trade and the emphasis 
is on the word “‘reciprocal.’’ The reason I ask that was because there 
was no reference in your statement to the trade barriers imposed by 
other countries, and I was wondering if you had made any study of 
that. 

Mr. Rirrersporn. Well, of course, Mr. Curtis, we certainly appre- 
ciate that fact: it is one of the points that Mr. Simpson was just dis- 
cussing. Our testimony, as presented, was such, because we believe 
that H. R. 1, the immediate point at hand, is about our own trade 
structure. 

Mr. Curtis. But we are talking about a trade as a two-way street, 
and what you discuss in your statement has to do with the United 
States, and what we have not been doing, but with no reference at all 
to the situation in these other countries. 

Now, you have quoted some statements of the Communist accusa- 
tion. The implication is there, a very clear implication is that you 
sort of agreed that the Communists had a fair basis of criticizing us. 
Now, I do not happen to feel that they do. One reason is that I 
think that this trade situation, as I think a study will reveal, shows 
that trade barriers have grown up in these other countries a great 
deal more than in our country. Now, that does not mean that I want 
to avoid self-criticism. I certainly always want our country to stand 
ready to criticize itself. But this is supposed to be a study. Your 
group has the name of ‘“‘education’’ in its title. That would mean, of 
course, that you would be studying from a critical standpoint of 
ourselves, but also of the people that we are dealing with. 

Again I refer back to the fact that nowhere in your statement do 
you show an awareness of this situation. That is why I asked the 
question. 

Mr. Rirrersporn. Well, Mr. Curtis, I would like to make these 
two points: First, as to our quotation from Malenkov, the reason we 
put that in to our—— 

Mr. Curtis. I am not criticizing you specifically on putting in that 
statement. 

Mr. Rirrersporn. I just say we do think that it has significance, 
not so much as a real commentary on United States policy, but, 
rather, as a demonstration of what the Communists can do propa- 
gandistically with a flaw in our armor. 

Mr. Curtis. Well, now wait a second. 
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Mr. Rirrersporn. We have pointed out the fact that this is one of 
the prime targets of attack. 

Mr. Curtis. But you say it in a way, I again say, and I can point 
to the specific language, as if you felt that there was some basis for it. 

Now, maybe there is, but I do not happen to think there is. In 
your statement there is a failure to think on and discuss or at least 
refer to the fact of where the Communist position is unfair. As a 
matter of fact, in this trade situation, we are dealing with these coun- 
tries that we want to deal with who have a great many trade barriers 
imposed through various methods and means. 

For example, on page 3, you say that the United States policy of 
so-called protectionism is now being thrown up to us. Well, the use 
of the expression “being thrown up to us” certainly implies that there 
is some merit to their position. The failure to go on, as I say again, 
to talk about the other side of the coin, which is the other people, or 
these other nations—— 

Mr. Rirrersrorn. Well, Mr. Curtis, on Mr. Cooper’s bill and the 
entire concept as developed by Secretary Hull: it is that the United 
States will authorize such and such a change in our trade policy and 
our bargainers will get a reciprocal advantage for our exports abroad. 

Mr. Curtis. By showing reciprocity. But in here it is the criticism 
of what we have not done, with no reference, I again say, to what might 
be on the other side. 

I do not want to belabor that. I want to go on to another point, 
too, and ask you whether or not you do not feel that the standards 
that we have imposed by statute, both the Federal Government and 
the State, upon our producers as apply to health and to antitrust laws 
or various food and drug regulations and labor standards, unemploy- 
ment and social insurance laws, and so forth, those are good restrictions 
to impose upon our producers. I think you will agree that essentially 
they are. 

Now, if indeed putting our own producers under these laws, and 
they are costly, if that puts them in a position of unfair competition 
where a country permits their manufacturers to go without any stand- 
ards at all, I wonder whether that is unfair competition with us. It 
would be defined as unfair competition in this country. That is if 
one State, for example, or one producer were permitted to not fulfill 
these standards and another one was. Would you say that is a fair 
observation? 

Mr. Rirrersporn. Well, to the question of unfair competition —— 

Mr. Curtis. Which includes any one of these aspects of the laws 
under which our producers are required to operate. 

Mr. Ritrersporn. Well, I think it goes without question that al- 
most no country with the possible exception of Canada has a living 
standard or standards of work similar to ours. 

Mr. Curtis. I was not talking about living standards; I was talking 
about health laws. I was talking about any of these standards we 
have imposed by law. I was not talking about living standards. 

Let us put it this way, because this will get what I am driving at. 
If indeed an American capitalist could take his money out of an 
American enterprise, take that money and go into a foreign country 
and produce the same thing simply to avoid all of these laws that we 
have set up for regulation, and there were no tariff or restrictions upon 
the importation of that product, would you say that was a desirable 
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thing for this country or indeed for the country where he might have 
gone with his capital? 

Mr. Rirrersporn. Well, to that question of escaping capital, Mr. 
Curtis, I think it is correct to say, that in most countries of the 
world now, there are many restrictions as to what amount of earned 
income on foreign capital can be taken out of a country. 

Mr. Curtis. I am using it to try to illustrate a point, not to bring 

up the point of escaping capital, because let us assume it is indigenous 
capital from the country itself, that you have one-tenth of 1 percent 
living off the backs of the other 99.9 percent. Should we permit, 
through our trade regulations, the product of exploited labor to come 
into this country to compete with our products that have to be pro- 
duced under the standards that we require? 
* Mr. Rirrersporn. | think that I can now, Mr. Curtis, come to a 
positive point in our consideration of this problem. If you do have 
an instance where an imported product is coming into this country, 
or could be allowed to come into this country, and was being produced 
under circumstances not equal to those in which it was being produced 
in this country, firstly with the new avenue of enterprise that existed 
in this hypothetical case abroad 

Mr. Curtis. Let us say it is an old avenue, that they have been 
exploiting their labor for many years. I am interested in the exploita- 
tion of labor, and I am interested for this reason, because I query 
whether we are making friends abroad or doing any good in our 
battle with communism if we, through our trade laws, are encouraging 
the exploitation of labor. 

Mr. Rirrersporn. I would like to say this, Mr. Curtis, and I recall 
the same line of questioning that you had with Mr. Straight a few 
minutes ago, that the possibility of. bad public relations, if I can use 
that expression—of a loss in our Nation’s prestige abroad in the cold 
war competition—which I think is the key to your question, is cer- 
tainly not going to be reduced if we exclude trade and if we preclude 
the possibility of these foreign countries earning some dollars. 

Mr. Curtis. I am not worried about public relations as much as 
I am the actual fact of permitting the exploitation, or encouraging 
the exploitation, because we cannot permit it because we do not 
control those countries. But through our policy should we encourage 
that policy to go on in that country? 

So much of this argument that has been presented to us is geared 
upon wanting our friends abroad to combat communism. And I am 
directing our attention to the effect we are having on these countries 
abroad. 

Mr. Rirrersporn. We think, sir, that an expansion of trade, recip- 
rocal trade, will improve the living standards of these nations. 

Mr. Curtis. You mean improve exploitation, if you have a dictator 
of a little country where the money gets back into his hands? 

Mr. Rirrersporn. Well now, the hypothetical statement about a 
dictator seems to be completely unrelated. That of course is an in- 
stance where your negotiation, of course, will have particular effect. 

Mr. Curtis. Then I come to the basic question. Do you not 
think that the Congress should impose some standards in this thing? 
Even though you might not agree that among these 40 countries 
there are such dictatorships and you may not agree that there is 
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such exploitation, certainly it could occur. J am wondering whether 
you think that the Congress in its wisdom ought to call attention to 
that situation. 

Mr. Rirrersporn. Well, sir, I can only advert here to a man for 
whom I have the greatest respect (and I have indicated my own 
partisan affiliation), that is, Senator Vandenberg. He recalled the 
creation of the Tariff Act of 1930 and said that he considered the 
great problem in writing tariff legislation that way, specifically, 
without delegating authority—— 

Mr. Curtis. I did not say anything about writing tariffs or the 
way they were written. I am talking about H. R. 1, whether in the 
delegation of those powers the Congress might have something to 
say about these situations that might occur of standards that are 
established in this country being completely disregarded in other 
countries that are manufacturing similar products. So I am referring 
to H. R. 1. 

Well, I will not pursue it any further. I want to make one further 
reference because I appreciate your viewpoint very much. There 
is one thing I did not care for on page 9. You state: 

The selfish interests of a small minority should not be allowed to continue to 
deprive all the people of the benefits of the free market any longer. 

I want to assure you, sir, that as far as I am concerned, just like 
yourself, I have no interest one way or another because I am neither 
in &® manufacturing business nor the exporting business. And I think 
the majority of the men who have come before us and will come 
before us are sincere people. Even though they may have a selfish 
interest, I am satisfied that they are just as aware of the world situa- 
tion as you or anyone else who might take an opposite viewpoint on 
the thing. 

If anything has disturbed me, it has been this constant situation 
in this country where if one group does not agree with the other, 
why of course the other is motivated by narrow selfish interests. 
I think these problems are much bigger than any individual or any 
groups, for us to resort to name calling. 

Mr. Rirrersporn. I am extremely sorry, Mr. Curtis, if our state- 
ment allows the inference of an ad hominem attack of any sort or in 
any way. That is not, I can assure you, the way in which The 
Committee confronts problems. We were, of course, talki ig about 
the consumer—Mr. and Mrs. Average American. We think that it 
is very unfortunate that some think it necessary to limit the lives of 
the consumer—restrict the variety that he could know in a more 
nearly free market. And we think it is very unfortunate that the 
consumer is the unwitting subsidizer of some products that could 
otherwise be purchased more economically from abroad. Let me 
stress the word “‘unwitting”’ in my last sentence. Reverting to the 
most important thesis of our campaign, we feel it is probably even 
more unfortunate that the American consumer does not know that 
there is a 30 percent tariff duty on, say, imported sardines, than the 
fact that he is forced to pay that extra 30 percent. I am not at the 
moment debating the sardine question; only stating that here is an 
instance where so-called “protectionism” ‘protects’? the American 
consumer from even knowing that he is paying an extra 30 percent 
impost for this “protection.”’ 
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Mr. Curtis. But every consumer, as Mr. Mason so well pointed 
out, is a producer; naturally, in considering all of these things, we 
are concerned with the welfare of the consumer. But if the consumer 
has not the means to buy, he is not going to be in much of a position 
to worry one way or another. 

That is all. 

The CHarrMaAN. We thank you for your appearance and for the 
information you have given the committee. 

The committee will stand adjourned until 10 o’clock Monday. 

(Thereupon, at 4:45 p. m., the committee recessed until 10 a. m., 
Monday, January 24, 1955.) 
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MONDAY, JANUARY 24, 1955 


Hovse or REPRESENTATIVES, 
ComMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the commit- 
tee’s main hearing room, House Office Building, Hon. Jere Cooper 
(chairman) presiding. 

The Cuatrman. The committee will please be in order. The first 
witness appearing on the calendar this morning is our colleague in the 
House, the Honorable Michael A. Feighan, of Ohio. 

Please come forward. 

We extend you a very cordial welcome. We know you very pleas- 
antly, but for the record, please give your name, address, and the 
capacity in which you appear. You are then recognized ‘and may 
complete your prepared statement without interruption. 


STATEMENT OF,HON. MICHAEL A. FEIGHAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OHIO 


Mr. Frienan. Thank you, Mr. Chairman. I appreciate very much 
this opportunity provided to me to present my opinions concerning 
aspects of H. R. 1, the Trade Agreements Extension Act of 1955. 

My name is Michael A. Feighan. lama Member of Congress repre- 
senting the 20th Ohio District. Iam here in the capacity as a Mem- 
ber of Congress representing what I believe are the best interests of 
the people of my district, the people of the United States, and the 
people of the free world. 

Since H, R. 1 will, upon enactment by Congress, establish some vital 
patterns in international trade during ‘the next few years, I believe it 
has a direct bearing upon the security of the U nited States and the 
question of war or peace in our times. The main objective of this 
legislation is to increase foreign trade in a manner as to be helpful to 
the economy of the United States and to expand and strengthen the 
economies of certain other nations of the world. There can be no 
valid argument against the need for an expansion of international 
trade, but there are substantial points of difference, I believe, on how 
this trade should be expanded, what we should trade, and with whom 
we should trade. 

Perhaps the most important question involved in H. R. 1 is whether 
we should have trade with any of the nations of the Communist bloc 
which I shall hereafter refer to as the Russian Communist empire, 
and, if so, how this trade should be regulated. It is to these two criti- 
cal questions that I wish to present my observations and some basic 
facts which, up to today, appear to have been overlooked. 
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The Kremlin has recently stepped up its psychological warfare 
offensive against all freemen and all free i institutions. This psychologi- 
cal warfare offensive is being carried out under the false banner of 
peaceful coexistence. In this offensive against the free world, trade 
between the Russian Communist empire and the nations of the free 
world plays a very important part. 

The Kremlin expects to attain the following objectives as a conse- 
quence of this offensive: 

1. To lull the free world into a deep slumber of false security. 

2. To cause us to cut back drastically on our defense preparations. 

3. To secure from the free world foods and consumer commodities 
required to subdue the restive nations and peoples held within their 
empire. 

4. To lay the groundwork for a system whereby the nations of the 
free world will be caused to compete against each other in the field of 
trade under rules calculated to bring complete economic victory to the 
Kremlin. 

5. To cause as many nations of the free world as possible to develop 
an economic dependency upon the Russian Communist empire, par- 
ticularly with respect to raw materials. 

6. To provide a better cover for infiltration and internal subversion 
of nations through the media of business and trading fronts which the 
Kremlin is anxious to establish in key spots in most of the free nations. 

There is no such thing as ttle in nonstrategic or noncritical 


materials with the Russian Communist empire. Anything they choose 
to trade for or with the free world you may be sure they need critically. 

Every type of intercourse carried on by the Kremlin with the free 
world is a calculated one in their unceasing warfare against human 


freedom and free institutions. 

Trade with the nations of the free world is clearly one of the major 
devices by which the Kremlin calculates to further its objective of 
world domain. 

Recently, we have read in the newspapers a great deal about the 
benefits which would accrue to us by trading our surplus food with the 
Russian Communist empire in exchange for valuable resources such as 
manganese. I recall that early last spring a trial balloon was put up 
on the subject of selling surplus butter to the Russians. When word 
got out that this butter would be sold at a price less than the American 
housewife had to pay for it, the promoters of this scheme ran for cover 
and pulled down their trial balloon. 

Now it appears as though these same promoters have put a slogan on 
that old trial balloon so as to disguise it. The new trial balloon has a 
banner on it which reads, ‘Barter Butter for Manganese.’’ The joker 
in this proposition is that while we might get a small amount of 
manganese for a very large amount of surplus butter, as a token 
demonstration of how we can outbarter the Russians, we should not 
be fooled into believing that a consistent trading program will be 
built up in which we will receive only manganese and other needed 
raw materials in exchange for butter, wheat, and our other surplus 
commodity stocks. 

We must never forg*tt that the masters of the Kremlin are in a state 
of constant warfare. At this moment, their warfare is primarily 
directed at the many nations and millions of people enslaved within 
the Russian Communist empire. What the Communist masters are 
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now seeking to do is to break down or remove all possible opposition 
within their empire, and to bring about an economic, political, and 
military consolidation of the vast areas and millions of people they 
control. They must accomplish this first task of consolidation before 
TT engage in an all-out showdown with the nations of the free 
world. 

In the war of the regime against the people now taking place within 
the Communist empire, it is no secret that the weakest economic link 
in the arsenal of the Kremlin is its food production program. Over 
the past approximately 10 years, the food production program within 
the Communist empire has been a notable failure. There are un- 
doubtedly a number of reasons advanced for this failure, but I believe 
they can all be sumed up as follows: 

1. Because of the forced cullectivization of the rural areas and the 
peasants, together with the resistance and opposition which this has 
brought from the people themselves. 

2. Because so much of the available manpower within the Com- 
munist empire has been put on war production work, thus depriving 
peaceful industries of needed manpower. 

Commonsense tells us that if we trade food for any item with the 
Communist empire, we will be helping them to keep their war produc- 
tion work at its present high level. If they are unable to trade for the 
food they so badly need, eventually they will have to drastically 
reduce their war production work in order to provide manpower for 
the rural areas or be faced with the alternative of large-scale famines 
and mass uprisings by the people. 

The same can be said with respect to a large number of consumer 
commodities which are usually in long supply in the United States. 
The enslaved people within the Russian Communist empire are 
demanding more shoes and clothing, more household appliances, and 
more of the gadget type of commodities which are so common and 
inexpensive in the United States, but so rare in the Communist empire. 
Again, one of the basic reasons for these shortages within the Russiap 
Communist empire is the deployment of vast resources of manpower 
to war production work. 

The Select Committee to Investigate Communist Aggression author- 
ized by the 83d Congress, on which I had the privilege of serving as a 
member, conducted a large number of public hearings here in the 
United States and in Europe. It had before it a number of recent 
escapees from the Russian Communist empire. They testified that 
within the Communist empire there is seething discontent and hatred 
of the regime. Many of them urged that the United States not trade 
food or consumer commodities of any type with the Kremlin because 
by so doing we would be giving the Kremlin the weapons to control and 
hold captive our most dependable allies, the nations and people 
enslaved by them. 

Other recent escapees from the Soviet Union have publicly stated 
that the masters of the Kremlin are sitting on a powder keg which 
might explode any day. The exploited people enslaved by commu- 
nism who are denied the essentials of life make up the powder in 
that keg. 

There are an increasing number of people showing an interest in 
the possibilities of making not only a fast dollar, but rather large 
bundles of them through a program of trading our surplus foods 
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and consumer commodities with the Communist empire. These are 
the same kind of people who saw nothing wrong in selling scrap iron 
for the manufacture of bombs to the Japanese just prior to the out- 
break of World War II; they are much like the people who, during 
World War II, did not hesitate selling high-grade ball bearings to the 
Nazis through neutral channels. This kind of people would like to 
put the American farmers over the barrel by getting them to sanction 
the trade of surplus foods with the Communist empire. 

They hold out the possibility of financial gain to a farmer who is 
worried about prices for his farm products when he sees a large surplus 
of the same products accumulating in Government warehouses. The 
same people would make the American farmer into a propaganda 
weapon for the masters of the Kremlin, just because it would mean 
a bundle of fast dollars for them. 

I believe the time has come for us to regard our position with 
respect to surplus food commodities as being a distinct asset in the 
arsenal of the United States and the free world as a whole. The 
Communists have long considered food as a weapon for war. Why 
do we not look upon our surplus food as weapons for attaining true 
peace and freedom? 

There are many areas of the free world, some of them now being 
subjected to heavy Communist propaganda, which could benefit by 
having reasonable quantities of our surplus foods. In those areas of 
the world where human want is the greatest, Communist propaganda 
has made the greatest gain. Our surplus foods, and to the extent 
possible, certain consumer commodities in long supply, should be 
directed to those areas. These steps, together with an increase in 
technical assistance to those areas, would be a death blow against 
Communist propaganda. 

It is regrettable that the question of trade with the Russian Com- 
munist empire is considered in the same bill as trade with the non- 
Communist nations of the world. ‘The issues involved are completely 
different. The Communist empire trades as a bloc. The free world 
nations trade primarily as individuals. This makes it impossible for 
any nation to compete against the Russian trading bloc. 

I would strongly recommend that the question of trade with the 
Russian Communist empire and trade with the nations of the free 
world be considered as separate measures. I do not believe that 
we can advance a program of international trade which will bring 
real and lasting benefits to the free world unless we do separate these 
issues. 

Moreover, there is the grave danger that in our laudable efforts to 
increase trade with the nations of the free world, we will open the 
door to critically needed materials which the masters of the Russian 
Communist empire so badly need today. 

I repeat what I have said previously; there is no material, whether 
it be raw or manufactured, which is not considered strategic by the 
Communists in their never-ending war against free men and free 
institutions. 

I urge your committee to place a prohibition in the ‘legislation 
now before you against any trade whatsoever with the U.S. S. R. or 
any nation under its domination or control. 

The CuarrMan. Does that complete your statement, Mr. Feighan? 

Mr. Ferenan. Yes, Mr. Chairman, 





TRADE AGREEMENTS EXTENSION 619 


The CuatrMan. We thank you for your appearance and the very 
helpful information given the committee. 

Are there any questions? 

If not, we thank you for your appearance. 

Mr. Harrison. May I ask a question? 

The CHatrMan. Mr. Harrison, of Virginia, will inquire. 

Mr. Harrison. Mr. Feighan, what is there in this bill that you have 
reference to that will permit this Russian trade? 

Mr. Fereuan. It is my understanding that in this bill there is no 
prohibition whatsoever as to the President’s authority with reference 
to trade between the United States and those countries enslaved by 
the Russian Communist empire. 

Mr. Harrison. Is it a fact that the 1951 act instructs the President 
to withdraw from any trade concessions as rapidly as possible that have 
been made to the Communist nations, and that this bill continues 
that provision? Is that correct? I am not clear on it. 

Mr. Frreuan. I am happy with the interpretation you make, but 
I believe we ought to be doubly sure on this all-important question, 
and a specific prohibition should be written into the law. The fact 
is that on page 2 of the Post this morning, there again is the con- 
troversy as to whether or not this butter should be traded for man- 
ganese. If you read this article by Edward F. Ryan, a staff reporter, 
it seems to see as the kernel of dissension whether or not we should 
sell this butter to the Russian Communist empire at a price lower 
than the housewives of the United States have to pay for it. Of 
course that, to me, is a smokescreen and a subterfuge and it does not 
hit the real question as to whether or not we in the United States 
should supply the materials, raw materials, commodities, which will 
help solidify and consolidate the Russian Communist empire which 
is bent on overthrow of the United States of America. 

Mr. Harrison. There is also danger, is there not, that in accepting 
manganese going into stockpile, we will get to rely on it, will we not? 

Mr. Freteuan. We will get to rely on it? 

Mr. Harrison. We will get to rely on the supply of manganese for 
our daily requirements, and then in the event of difficulty we would 
be cut off from that supply. 

Mr. Ferenan. I am very glad you asked that question. I will tell 
you why. If we accept manganese which, at the present time, the 
indications are that we have an ample supply 

Mr. Harrison. We have a what? 

Mr. Freiauan. We have an ample supply, according to the testi- 
mony of Mr. Stassen, which was reported in the paper. But, here 
is the point: If we do not support the Russian Communist empire as 
we would be by giving them or trading with them for our surplus 
commodities, by which they could solidify their own nation, then 
that will let the Russian Empire deploy their manpower to the farms 
and also take them away from this high production of war materials. 
Eventually, in my opinion, it will bring about the disintegration of 
this tyrannical Kremlin Russian Empire. If that would be done, then 
we would have no need whatever for manganese any time in the 
future as far as war materials are concerned. 

I agree with the point you are making as to the possibility of 
economic dependence of the United States on the Russians is a 
most serious consideration. One of the basic tricks of the Russians 
in the field of economic warfare is to create a dependence upon 
them by other nations. They are into a full-scale development 
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of this scheme of economic dependency within the captive non- 
Russian nations of the empire. They are also attempting to impose 
various forms of economic dependence upon all the still free nations 
of the world. Nothing would advance their plans further than to 
have the United States trapped into any form of dependency upon 
them for materials that would be crihical im the event of war. 

Mr. Harrison. Thank you, sir. 

The CuarrMan. Are there any further questions? 

Mr. Esernarter. Mr. Chairman? 

The CuarrMan. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Exseruarter. Mr. Feighan, your idea is that anything which 
tends to strengthen the economy of the Soviet empire is, in effect, 
strengthening our enemy and making them more potentially danger- 
ous? 

Mr. Frerauan. That is absolutely correct. 

Mr. Eseruarter. That is the whole basis of your statement this 
morning? 

Mr. FreicHan. Yes. 

Mr. Eseruarrer. And that is whether it be food or any other 
item? 

Mr. Ferauan. Any other item whatsoever, because, as I stated, 
any item whatever that the Russian Communists want, they want 
it critically and, therefore, it is a war weapon. Food particularly is 
one of those. 

Mr. Eseruarter. You feel that food is just as important to them 
as actual precision instruments or war instruments? 

Mr. Frerq@nan. Absolutely, in my opinion. In fact, they have 
always used food as a weapon of war. They have used it as a weapon 
of war in what you might say to be a positive method, such as feeding 
the people, to keep them placated so that they will lessen their resist- 
ance against the tyrannical government. That is one way in which 
they use it. 

Secondly, they have used food in what you might consider a nega- 
tive capacity. Of course that probably is not a proper description. 
But take the manmade famine in the Ukraine, 1 of the 15 non-Russian 
nations within the U.S.S. R. Between 1932 and 1933, the Ukraine, 
which was recognized as the breadbasket of Europe, had a better 
than normal grain crop, but the Russian took all the grain, stored it 
in government buildings, put machinegun soldiers around the storage 
places, shot anybody that wanted any food, and shipped all the food 
out of the Ukraine and, as a consequence of which, between six and 
seven million people in the Ukraine died of starvation during the 
period of this normal crop in the granary of Europe. 

Mr. Esernarter. That is all, Mr. Chairman. 

Thank you. 

Mr. Kine. Mr. Chairman? 

The Cuairman. Mr. King, of California, will inquire. 

Mr. Kina. I think first you should be complimented, Mr. Feighan, 
on what I consider to be a very excellent statement. There was one 
question, however, that I wished to ask. You referred to this butter 
suggestion as a trial balloon. Did you not feel that that release or 
statement was offered in sincerity? 

Mr. FreieHan. Unquestionably. Many statements may be offered 
in sincerity, but they want to find out what the public reaction is 
before they put in all the gears to put it into operation. 
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Mr. Kine, What do you think they found out by this trial balloon 
you mentioned? What do you think their findings were, if it were a 
trial balloon? What sentiment do you suppose they have determined? 

Mr. Feianan. If you take the trial balloon of last year, it is definite 
that they decided they would not be able to sell the butter. Now, 
they have brought it up again. 

Mr. Kina. You feel that they, then, have been convinced that the 
Americans generally did not go for that? 

Mr. Ferenan. | think they thought so a year ago, but I think they 
are trying to get the American people to accept it this time. They 
are trying, in my opinion, to put the farmers over the barrel by having 
them used as a propaganda weapon to get this manganese. That is 
just an opening wedge. It sounds pretty nice, does it not, butter for 
manganese? We are outfoxing the Russians. But we will never 
outfox them very long. We would be outfoxing ourselves to sell 

i i ity, raw or manu- 
factured—in my opinion. 

Mr. Kina. That is all, Mr. Chairman. 

Mr. Reep. Mr. Chairman? 

The CHarrMan. Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Feighan, you made a very fine statement. Any 
person who has studied the operations of UNRRA knows when 
Russia sold on commission they never let their own people know that 
the United States was furnishing one dollar or one bit of material. 
It is just as you say, we would be playing right into their hands. 

Mr. FreieHan. Thank you, Mr. Reed. 

Mr. Mason. Mr. Chairman? 

The CuarrMan. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. I just want to compliment you, sir, and tell you that 
I agree with what you have expressed in your statement. 

Mr. FrraHan. Thank you, Mr. Mason. 

The Cuarrman. Are there any further questions? 

If not, we thank you, Mr. Feighan, for your appearance and the 
helpful information given the committee. 

Mr. FrereHan. Thank you, Mr. Chairman, and members of the 
committee. 

The CHarrMan. The next witness appearing on the calendar is 
Mr. Charles H. Percy, president, Bell & Howell Co. 

We are very glad to have you, Mr. Perey. Please give your name, 
address, and the capacity in which you appear, for the record. 


STATEMENT OF CHARLES H. PERCY, PRESIDENT, 
BELL & HOWELL CO. 


Mr. Percy. Mr. Chairman, and members of the committee, I 
should like the chairman’s permission, if possible, to stand, so that 
I can better show the actual cases of foreign competition that my 
industry has in this country. 

The CuarrMan. You may stand or be seated, just as you prefer. 

Mr. Percy. My name is Charles Percy. My occupation is presi- 
dent of Bell & Howell Co. in Chicago. We are manufacturers of 
photographic products. My company employs in excess of 3,000 
workers. We have annual sales in excess of $40 million. Ninety- 
four percent of our sales are made entirely within the United States, 
and only 6 percent go into export markets, a relatively insignific ant 
portion of our business. 

57600—55—pt. 1-41 
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I should like to turn attention this morning, if I may, to the Ameri- 
can photographic industry. We have represented on the committee 
three Congressmen whose States have 99.44 percent of the photo- 
graphic industry within their borders; Mr. Mason, of Illinois; Mr. 
Reed, of New York; and Mr. King, of California. 

Each of these gentlemen, I believe, understand very fully the prob- 
lems faced by our industry. We have never hesitated to go to each 
of them as our industry has faced problems. Their understanding of 
the industry and their sympathy with some of those problems, particu- 
larly with the very onerous excise tax situation that we had within 
the industry, has been of immeasurable help to our industry. I, 
therefore, feel that I am speaking to friends this morning. 

The American photographic industry is in strong competition with 
manufacturers abroad. We compete with the Japanese, with the 
Germans, with the English, with the Belgians, with the Swiss, and 
with the French, just to mention a few countries who have large- 
scale manufacture of motion picture and still camera photography as 
well as sensitized products. 

Germany alone, last year, manufactured 3 million still cameras, 
and they imported or exported to the United States over 150 cifferent 
models and brands. In the cameras under the category of $5, imports 
into this country last year were 200 percent of the total manufacture 
of all United States producers. 

The photographic industry is an essential industry in defense, It 
has been classified by the Defense Depaitment as one of the most 
strategic in the country because of its technical knowhow and the 
fact that it only employs some 40,000 or 50,000 workers. 

Bell & Howell is a key company in this defense program. 

During World War II, we, as most other photographic manufac- 
turers, converted 100 percent to war work, even though we were 
allowed to continue to produce 12.5 percent of commercial product. 
We elected not to, and our own company produced over $90 million 
worth of war product during World War II. 

The photographic industry is a protected industry. It enjoys a 
tariff, ranging from 20 percent on cameras, to 25 percent on camera 
lenses, and up to 45 percent on some of the principal products that 
my own company manufactures. But I am not here this morning as 
an official representative of the photographic industry, because their 
views on protection are not my views. Iam here merely as a member 
of American industry, to try and present to you concrete evidence 
that it is better for chis country to embark upon a policy of gradual 
liberalization of our trade abroad than it is for us to continue to 
strengthen our tariff walls protecting my own industry, my own com- 
pany, as well as certain other industries and companies in the United 
States. 

I have presented to the committee a complete written statement. 
With the chairman’s permission, rather than take the time to read 
that statement, I believe that I can summarize it in shorter form by 
simply speaking informally to several points that I seem to feel have 
concrete evidence behind them, rather than generalities. 

The CHarrMan. Without objection, you have that permission. 
Your entire statement will appear in the record. 

(The statement referred to follows:) 

Mr. Chairman, members of the Ways and Means Committee of the House of 


Representatives, my name is Charles Percy. My occupation, president of Bell 
& Howell Co., manufacturer of photographic products, with headquarters in 
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Chicago. Pertinent to our present discussion is the fact that I have served as 
vice chairman of the board of the committee for a national trade policy since its 
inception several years ago. I am grateful for an opportunity to present my 
views on the President’s proposed foreign economic trade program. 

This subject has been rightfully assigned, I believe, No. 1 priority on the 
agenda of the 84th Congress. It is a complex and difficult subject and I hope 
that I may make some measure of contribution to the work of the committee. 
In compliance with committee requirements, I have prepared a written statement 
expressing my views on this program. 


PHOTOGRAPHIC INDUSTRY 


Rather than deal in generalities 1 should like to be as specific as possible. May 
I, therefore, focus your attention for a moment upon the American photographic 
industry—an industry vitally concerned with and directly affected by any foreign- 
trade policy the Congress adopts. 

We compete with photographic manufacturers all over the world, our greatest 
competition coming from Germany, Japan, England, Switzerland, Austria, and 
Belgium. Germany alone sells the United States 150 different models and brands 
of still cameras. It is estimated that approximatelv 3 million cameras were 
produced in Germany in the year 1954. Imports to the United States last year 
of cameras in the under $5 unit import classification were 200 percent of our 
domestic production of such cameras. In addition, these countries ship huge 
quantities of photographic lenses to the United States. A total of 16,000 lenses 
was imported in 1949. By 1953 the figure had risen to 205,000 lenses, 38 percent 
of them coming from Japan. 

The photographie industry competes with so-called cheap foreign labor. I 
have personally visited most major photographic plants abroad. I have seen 
skilled German workers who are paid an average of 37 cents an hour, skilled Italian 
workers who receive 34 cents an hour, and Japanese workers who earn only 27 
cents. In contrast, the average hourly wage paid American workers by the 
photographic industry is better than $2 an hour, 8 times the rate in Japan. 

The photographic industry is essential to our national defense; the Defense 


Department considers it one of the most critical in the national-defense program. 

Nor are we without protection. A tariff wall of 20 percent on cameras, 25 per- 
cent on camera lenses and up to 45 percent on other photographic products 
shelters us from foreign competition. 


BELL & HOWELL 


Permit me also to focus closer attention on Bell & Howell Co.’s position within 
its industry. We employ better than 3,000 workers; our annual sales, almost 
exclusively in photographic products, are in excess of $40 million. Of this volume 
approximately 94 percent is sold within the United States, only about 6 percent 
going to the export field. 

Bell & Howell is an essential company in the national-defense structure. 
During World War II, we converted 100 percent to war work, manufacturing 
$90 million of defense products for the Army, Navy, and Air Force. 


INDUSTRY TARIFF ATTITUDE 


The photographic industry as a whole has no wish to lose its tariff protection. 
On the contrary, it would probably like to have that wall strengthened. I appear 
before you today as a member of American industry and as a private citizen. I 
do not represent the photographic industry, for its views are not my views. No 
one desires more than I the health, vigor, and growth of the photographie industry. 
Yet I do not believe we must gain these things through artificial trade restrictions. 
I think we can, and we will, win them for ourselves in a freer and, therefore, more 
competitive market. 

BENEFITS TO THE FREE WORLD 


The free nations of the world want and need the products we manufacture. 
But they cannot buy from us unless we buy from them. To be able to trade with 
the United States would raise the standard of living of millions of free peoples. 


BENEFITS TO UNITED STATES 


For our part, to refuse to trade with the world—and tariff and customs barriers 
are in practice a refusal—in no way serves our own self-interest. Ultimately the 
refusal will isolate us from the free world and the friendship of free nations, as it 
will surelv aid the cause of world communism. 
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Japan is a competitor of ours in the photographic lens field. Nine months ago 
I stood in a street in Tokyo listening to the blare of loudspeakers denouncing 
American imperialism and calling for withdrawal of American Armed Forces. 
Mounted on mobile units driven by members of the Japanese Communist Party, 
the loudspeakers spread the message of communism upon fertile ground. From 
our own Ambassador, from businessmen all over Japan, and from Japanese Gov- 
ernment officials | heard specific evidence of the sagging Japanese economy. Il 
was told by educators that less than 40 percent of the graduates of Japanese 
universities this year will be able to find employment. 

Our State Department has declared it essential that Japan be our willing ally. 
We have told Japan we do not want her to trade with Communist China and 
Russia. We have constructed positive barriers to prevent her from trading with 
the United States. In effeet we have put Japan in a completely untenable eco- 
nomic position and the inevitable outcome is to make her more and more suscep- 
tible to the wooing of Russia and China. 

The risks of refusing to trade are terribly real. But on the positive side, the 
benefits of expanding our world trade are twofold. History has proved that 
friendships follow the trade lanes. Our Nation is possessed of a tremendous 
capacity for production, a capacity which is expected to increase a minimum of 
2 percent each year. In seeking new markets for our products we will at the 
same time find ourselves in the happy position of winning friends. In considering 
world trade, we are apt to let our fears obscure our vision, forgetting that it can 
mean business gained rather than business lost. 

Let us not think in terms of manufacturers alone. Importers and exporters 
live on foreign trade, as do people in transportation, shipping, and other elosely 
related industries. Wholesalers, distributors, thousands of retailers, and hundreds 
of thousands of their employees, would find opportunities for increased business 
if tariff barriers were lowered. 

And that “forgotten man” the consumer * * * shall he be forbidden to buy 
imports because they compete with the products of American manufacturers? 
Or, if he buys them, shall he pay a premium because an American manufacturer 
cannot produce that particular product as economically as his foreign competitor? 

I do not believe he should * * * and my belief has been severely tested. 
Just prior to the war, our company decided to enter the high-priced 35-millimeter 
still camera field. Our camera was an exceptionally fine instrument and today 
it is used by some of the world’s leading photographers. It could not be mass- 
produced; it required many hand operations. In competing with foreign camera 
manufacturers, we lost one and a quarter million dollars. It was at this time 
that Bell & Howell first began to appraise its attitude toward our national foreign- 
trade policy. The temptation, of course, was great to seek higher tariff protection. 
We were forced to face the question: “Shall national interests be subordinated 
to special interests?’’ We decided they should not be. We felt we had no right 
to ask the American people to pay a higher price for foreign cameras simply 
because we had decided to go into this particular field. In 1952, we discontinued 
production of the camera. 


WHAT ABOUT UNITED STATES MANUFACTURERS? 


It seems almost self-evident that a more liberal national-trade policy will build 
a stronger free world, create greater export markets, increase wholesale and 
retail trade in this country, and inure ultimately to the benefit of all consumers. 

How will it affect domestic manufacturers, many of whom for years have been 
sheltered by protective tariffs? No one can deny that certain adjustments will 
have to be made, but the proposed moderate, gradual reduction in tariffs should 
provide time to make them in an orderly manner. 

Assuming a total elimination of all tariffs in a 5-year period—a course which 
is certainly not contemplated or proposed—it is estimated that our imports 
could increase as little as 1.2 to 2.6 billion dollars annually. Such an increase 
would amount to approximately six-tenths of 1 percent of total non-Government 
gross national product in 1953. 

It is often said that ‘freer trade’’ is all right in theory but would not work in 
practice. The truth is almost the reverse. There are no shortages of theoretical 
justification for a tariff: the infant industries’ argument, the needs of national 
defense, the possibility of making the foreigner pay the tariff. Each is entirely 
valid in theory. The trouble comes in putting them into practice. How does 
one tell in advance which infant industry will grow to self-reliant maturity? 
Many are given protection and grow up, but few are weaned as the theoretical 
argument would require. 

How does one decide how much protection is justified for a particular industry 
on the grounds of national defense? Consider some of the most strategic industries 
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of all—the aircraft, automobile, and electronic industries. Do they need tariff 
protection? Or are they not in fact performing miracles of engineering and 
production without tariff protection of any significance? 

Recently, in a meeting called by the Department of Commerce, I heard the 
head of one of our photographic optical manufacturing companies speak with a 
conviction that could only come from belief. He said that it takes 10 vears to 
train an optical worker and that for this reason the industry requires special tariff 
protection. If this is true of his company, I can only say that it is not true of all 
optical manufacturers. It is true that at the outbreak of World War II, we were 
vulnerable because of our dependence upon German optics. Bell & Howell, 
along with other firms, was asked by the War Production Board to produce lenses. 
We started with 2 optical workers in 1941, and by 1943 we had 500. We took 
housewives and insurance salesmen and bank clerks—and within 6 months we 
made trained optical workers of them. If we had to do it again, we think we could 
do it in 3 months. 

Our industry points with alarm to the fact that because of foreign competition 
there are perhaps no more than 2,000 optical workers in the United States. This 
may be true; but the industry fails to mention the fact that in the process of 
learning the optical grinding business, we have radically changed and improved 
the methods used in Germany and other countries for hundreds of years. As a 
result the present unit productivity of our 2,000 workers is probably greater 
than the productivity of our optical grinding industry during the war. 

In Bell & Howell’s rough grinding department alone, we now turn out 10 times 
as many lens surfaces with 11 workers using automatic diamond grinders, than 
we did in 1943 with 100 workers using the traditional ‘‘thumb and finger’’ tech- 
nique. 

I am willing to believe that in special instances there are industries so vital 
and stategic to our national-defense program, that they must be kept alive, 
whether or not the consumer in the commercial market is willing to purchase their 
products. But I believe statements on behalf of such industries should be made 
direct to the Defense Department rather than to the Tariff Commission, and I believe 
it is the responsibility of the Defense department either to give preference in the 
placement of contracts to such industries, to maintain their facilities in a standby 
condition, or in some other way to subsidize them—on their own budget. 

American accounting is perhaps the most scientific in the world. We pride 
ourselves on the clearness and cleanness of our accounting methods. We like to 
see our taxes out in the open and resent having them buried where we cannot know 
what they cost us. And yet the national defense argument by the protectionist 
clearly violates this thinking. No matter how vou look at it, a tariff is a form of 
taxation on a consumer product. Yet the consumer never sees it, or knows how 
much it is. By protecting ‘‘national defense industries’ through high tariffs, we 
are giving the Defense Department a “free ride.” We are assuming an additional 
burden of national defense without being able to appraise its cost or its need. 


CAN UNITED STATES INDUSTRY COMPETE? 


It has been said with great force that trade thrives when we exchange that which 
we make best for that which other nations make better than we. It must be 
recognized that where we still use handicraft methods, we do have difficultv in 
competing. I am sympathetic to such industries and I recognize the problem they 
face. We had a million and a quarter dollar problem ourselves recently. But our 
present foreign-trade policy cannot be tailored to meet the needs of a handicraft 
industry any more than can our national economy. 

The true criterion of cost is not dollars or cents per hour of labor, but rather 
tote! labor cost per unit produced. Years ego we sold a movie camera for $49.95, 
the lowest priced camera we had ever made. At thet time we paid our workers 
an average of 40 cents an hour. After the war, we doubted we could ever again 
produce a camera at this price. Yet today, with our average labor cost in excess 
of $2 an hour, we are again selling a movie camera for $49.95. And it is a finer 
camera, with more features and better workmanship than our previous model. 
The highly paid American worker has become the most efficient in the world, 
2 to 10 times as productive as his European counterpart. 

In mapping our future progre.m, we assume an ever increesing hourly wage rete. 
In the final analysis the combined effect of foreign competition and high American 
wage rates has been fortunate—it has forced us to find new and better ways of 
doing things. 

Labor cost is by all odds the most important single element in my company’s 
cost structure. think thet this can be most dramatically illustrated in lens 
manufacturing where we have a great deal of foreign competition. Here is the 
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raw glass required in the manufacture of a one-half inch f/1.9 Bell & Howell lens. 
Here is the aluminum required for the metal lens mount. The value of the glass 
and the metal required for the entire lens is only 43 cents. After molding, grind- 
ing, polishing, centering, cementing, coating and assembling, the finished lens 
has a value of $87. Yet despite the tremendous labor content of our lenses, we 
are able to compete with manufacturers in Japan, England, France, and Germany. 

Recently our lens designers developed a greatly improved wide-angle lens for 
motion-picture cameras. To determine whether we should make it or buy it to 
our specifications, our purchasing division secured quotations from a number of 
foreign manufacturers as well as from our own lens-manufacturing division. 

On a strictly competitive basis, our lens-manufacturing division secured the 
business. Despite the enormous disparity in hourly labor rates, the ingenious 
techniques developed by our staff produced so low a unit cost that even without 
tariff protection our bid would still have been below that of our foreign competition. 

Without the spur of foreign competition, it is doubtful whether these techniques 
would ever have been developed. 


HOW SHOULD OUR TRADE POLICY BE LIBERALIZED? 


I am in favor of the President’s program for further developing the foreign 
economic policy of the United Stetes as expressed in his message to Congress 
January 10, 1955, and as reflected in the bill now before this committee. 

I believe thet the proposed moderate and gradual reduction of 5 percent a year 
in present tariff rates should apply to the imported products competing with 
Bell & Howell, as well as with the products of all other manufacturers. 

The appeal of the President’s tariff-reduction proposal is its moderation and 
the gradualness with which it becomes effective. It is not a giveaway program. 
The requirement of reciprocity provides American industry with an opportunity 
to participate in expanded foreign markets. As foreign nations increase their 
business in this country they increase their ability to buy in this country. There 
is only one plece that an American dollar can be spent, eventually, and that is 
in the United States. In this respect the American eagle on the dollar ultimately 
becomes 2 homing pigeon. As our imports increase so will our exports. I do not 
advocete any sudden or drastic tariff reductions and I weuld not feel that any 
country should expect us to make such reductions. But I do believe that author- 
ity should be given the President to reduce any tariff rates in excess of 50 percent 
to that level over a 3-year period, and to reduce by not more than one-helf in a 
3-year period teriff rates on articles which are not now being imported or which are 
being imported only in negligible quantities. 

I believe that the President’s power to lower our own tariffs should not be con- 
ditioned solely upon the grant of tariff concessions to us by foreign countries. 
The President should also be given the power to reduce tariffs in exchange for 
the removal of import restrictions inhibiting the flow of American products abroad. 

I favor the curtailment of foreign aid but I also believe that we should expand 
both directly and through the United Nations the export of American technical 
assistance to underdeveloped countries. Compared to direct financial aid, this 
can be done at relatively low cost. But even more important, it offers these na- 
tions an opportunity to help themselves become stronger and more self-reliant 
through their own ingenuity and effort. 

I favor the President’s recommendation providing for taxation of business in- 
come from foreign subsidiaries or branches at a rate 14 points lower than the corpo- 
rate rate on domestic income (similar to the encouragement offered 10 years ago 
to Western Hemisphere trade corporations). I feel that this should clearly apply 
to royalty income earned by an American company for the export of its own tech- 
nical know-how. I should like to cleariy point out, however, my own company 
will benefit from this particular recommendation. 

Nine years ago we adopted our own private “lend-lease”’ program by licensing 
the J. Arthur Rank Organization in England to manufacture our products for 
distribution in world markets. We felt that this agreement was not only con- 
sistent with national policy but good business for us as well. The arrangement 
was and is based on the solid foundation of two coequal partners who benefit 
financially as well as in many other ways from the joint venture. 

Nine years of experience have proved the wisdom of our move. Encourage- 
ment through taxation might influence many other companies and industries to 
make similar arrangements which, if properly conceived, would strengthen both 
parties to the agreement—companies as well as countries. 

I believe our customs administration and procedure should be simplified and 
improved. We should do everything possible to encourage United States invest- 
ment abroad, and we should work unceasingly toward free convertibility of cur- 
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rencies throughout the world. We should act vigorously to prevent the dumping 
of foreign goods in our country and we should be careful not to engage in similar 
practices. I believe that the procurement offices of the Federal Government 
should be authorized to purchase goods at the lowest possible cost regardless of 
aa origin of manufacture and I therefore favor repeal of the Buy American 
et. 
CONCLUSION 


I recognize that I may be severely criticized for this stand by other manufac- 
turers in the photographic industry. But because of the sincerity of my convic- 
tions I cheerfully submit myself to such criticism. I wish to make it clear, how- 
ever, that I do not suggest that we assume the role of lambs led to slaughter, nor 
do I feel that it is our obligation or responsibility to .elinquish our domestic mar- 
kets to foreign competition. My own company recognizes that foreign competi- 
tion in the years ahead will become an increasingly important factor. We intend 
to fight it with as strong an organization as we can possibly build—with the most 
brilliant research and development, the most ingenious manufacturing and vigor- 
ous merchandising and service organizations we can possibly command. But we 
will adjust ourselves to the tariff policy that 1s best for our country. 

I recognize too that some shareowners of Bell & Howell Co. might well question 
the wisdom of these recommendations in the best interests of their company. To 
them J say thet I am confident that we can adjust to increased foreign competition 
as effectively as we have adjusted to domestic competition throughout the yeers. 
We have demonstrated our ability to cope with changing conditions, as did all 
American industry, by rapid conversion from wartime to peacetime production 
in 1945 to 1946. 

I believe that our corporate interests can be served by a program consistent 
with the national interest. If every company and industry were t. request that 
our national policy be molded to fit its own interests, such action would spell 
ruin to our country and to its citizens. We must never foreget that in addition 
to being producers with ‘‘special interests,’’ we are also consumers and taxpeyers. 
To gradually lose our allies because they find it necessary to turn eastward to 
keep open their own trade lanes, to become an isolated island in a sea of com- 
munism, to find our economy crushed under an intolerable national defense burden 
would serve the interests of neither group. The expansion of foreign trade, with 
its adjustments and hard work for those of us affected, represents the cost of 
insurance against this eventuality. 

On this crucial issue, President Eisenhower has said, “If we fail in our trade 
policy, we may fail in all.”” 

America’s industry did not become great by being sheltered. It achieved 
greatness because of the intelligence and pioneering spirit of its people. It 
became great through huge expenditures for research and development, new ideas 
in manufacturing and merchandising. It is great because it firmly believes that 
there is one way to succeed— to give the consumer the best possible product for 
best possible value. This, and this alone, will keep American industry vigorous 
and healthy in the years to come. 

During the past vear I have discussed the question of our foreign economic trade 
policy with many diverse groups and individuals. I am happy to report a growing 
awareness of the need for our country to assert its lee.dership in freeing the channels 
of world trade. The support being given the committee for a national trade policy 
is irrefutable evidence that business men all over the country—from large com- 
panies and small—have independently concluded that we must be leaders in 
policy as well as product. Their feeling stems from a desire to do what is right 
and consistent with the best interests of the country. It reflects their tremendous 
confidence in the dynamics of our economy. 

I believe—and I believe it with the utmost conviction, thet a gradual liberalize- 
tion of our foreign trade policy will help to further improve the efficiency of 
American industry, will increase our productivity, lower our unit costs of produc- 
tion, and increese our standard of living. At the same time, it will strengthen 
our allies, weaken our enemies and provide a greater measure of security to our 
country. Against the national interest what citizen can in good conscience set 
his special interest? 


The CuHarrMan. You may proceed. 

Mr. Percy. First, I believe the benefit is obvious to the nations of 
the free world and to the people of those nations, that if they could 
trade with the United States their standard of living would be im- 
proved. The so-called protectionist lines up with the freer trader. 
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The evidence is this, and it testifies to the truth of that statement. 
The question is at whose expense will their standard of living be im- 
proved. It also staeds to reason that other nations cannot buy from 
us unless they sell to us and, therefore, a prote:tionist, in many stand- 
points, in looking at freer trade, is protecting the interest of those who 
depend upon export for a large part of their own business. 

Better witnesses than myself have appeared before this committee 
to testify to the strengthening of our national defense that can come 
from freer trade with our allies. I should only like to submit my 
own personal. observation, from Japan last year. I went over to see 
our Japanese competition, and called, as I have on almost all photo- 
graphic manufacturers throughout the world, on all of them. 

One day, as I stood in the street of Japan, in Tokyo, I heard the 
blare of loudspeakers mounted on automobiles, I turned to the in- 
terpreter and asked him to interpret for me what they were saying. 
The trucks were obviously driven by members of the Communist 
Party. The loudspeakers were denouncing American imperalism 
and demanding withdrawal of the troops. As I talked to our own 
Ambassaor, key business people in Japan in my own industry, and 
others, and Japanese political leaders, all of them told us of the sag- 
ging Japanese economy. 

I visited several universities, and educators told me that they were 
concerned that some 40 percent of college graduates in Japan this 
year will not be able to find employment because of the poor condi- 
tion of their economy. We have, from our standpoint, told the Jap- 
anese, of course, that they cannot trade on a free basis with us. But 
we have also told them that they cannot trade with the Communist 
world. We have put them in an untenable position, and I do not 
think that any nation can long withstand such an untenable position 
as they are now in. 

I believe that it behooves every company, every industry that 
somehow is affected by Japanese production, to see bow they can ad- 
just their own programs to fit in with what might be the national 
interest. But 1 believe the real benefits of foreign trade come to the 
consumer. He, too frequently, is the forgotten man. 

There is no lobby of consumers. ‘They do not organize to fight for 
their cause. I think a word this morning on behalf of the American 
consumer would be fitting. 

The American consumer, today. forbidden to buy certain products 
from abroad. I wonder just how long he is to be forbidden, or, if he 
is able to buy them, how long he is going to be willing to pay the un 
seen tax, represented by our tariffs imposed on those products from 
abroad. 

There is no question about the fact that the handicraft industries 
in this country have a tremendously tough problem on their hands. 
Yet, as we started to look at the problem of the consumer, we tried to 
determine as a company ourselves what type of handicraft product 
that we have, that we were having difficulty with, we could present 
to ourselves as a group of people within one company and analyze 
what factors made up our particular problem. 

I submit to you this morning a million-and-a-quarter-dollar problem 
faced by our small company in the Middle West. We decided in 1939 
to go into the production of high-priced 35-millimeter still cameras, 
a market dominated by the Germans, and today by the Japanese 
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also. This is the camera that we developed. We developed it just 
before the war and then had to put it on the shelf for 4 years. We 
brought it out after the war. It is a beautiful camera, used by some 
of our leading photographers today. I noticed one using it just a few 
minutes ago. It has a great deal to offer to the American public. 

But our problem is this: In order to properly price that camera, 
in order to make a profit, we had to put a $700 price tag on it, and that 
is the price that we came out with, and it only afforded us about a 
6 percent profit margin. In competition with us was a German 
camera, the Leica, selling at $385. We tried to compete with this 
camera. Gentlemen, | simply submit to you that we did not offer to 
the American public a good enough value in this camera. We could 
not compete against the German Leica. 

After we had lost $14 million on this 1 product, we had a meeting, 
and a soul-searching meeting, to determine what we should do about 
it. We had two essen We could take our loss and get out 
of the market or we could appeal to the Tariff Commission that it 
was unfair that we should compete against the labor that I have seen 
in the Leica factory, skilled workmen earning 47 cents an hour, against 
our $2 an hour more that we pay in our own factory. We could either 
do that or withdraw it. 

We simply decided that we could not, in clear conscience, ask the 
American people to be deprived of buying a fine German camera sim- 
ply because we, as a company, had decided to go into this particular 
field. We withdrew from it. I hope some day we will reenter it. 
But we will not reenter it on the handicraft sort of a basis that does 
not lend itself to competition as we did in this particular $14 million 
mistake that we made in our own company. 

I really feel, then, that the benefit is to the consumer. But I submit 
that the real benefit of competition in the end comes right back to the 
manufacturer himself, and he is short-sighted if he does not see this. 

Here is a camera that we produced in 1939, a little 8 millimeter 
movie camera. We sold it for $49.95. When the war ended, and we 
realized that instead of paying our people 40 cents an hour we were 
now paying them $1.50 and today over $2, we wondered if we would 
ever be able to again put out a camera for less than $50 in the movie 
field. We went to work on it anyway to see if we could. A year 
and a half ago we introduced this camera to the market, this other 
camera. It is a finer mechanism, a better camera, and has six exclusive 
features that this other camera does not have. We are now selling 
this new camera in a ratio of 10 to 1 over this earlier one, because we 
priced it at under $50, $49.95, to be exact. 

Here is the problem that we faced, and the solution. The problem 
was 40 cents an hour in 1939 against $2 an hour in 1955, and we wanted 
to put out a camera at the same price but we wanted a superior camera. 
The solution, of course, was greater investment in our ingenuity and 
the design concept to start with, a far greater risk than we ever made 
before in tooling for this product, and a use of our $2 labor that is 
befitting the use that should be put to American labor, not with their 
fingers and their hands but their minds. I submit to you that we now 
can compete because we did it on the American basis, not in competing 
on a handicraft basis as we had attempted to do before. This was a 
$2 million risk, because never before had a conveyorized assembly line 
been set up for such a narrow segment of a particular market, as is 
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represented by thiscamera. But the value that we offer to the Ameri- 
can people is so great in that camera that we succeeded, and it is one 
of our leading items right now. But it was the unit cost of produc- 
tion, gentlemen, not the hourly cost. 

I believe it is fallacious when American industry points to unfair 
cheap labor abroad without ever mentioning what our real unit cost of 
production is. I should like to submit one other concrete example. 

Here I have taken as much of an extreme as I think will ever be 
brought before the members of this committee. In one segment of 
our business we are in the lens grinding business. This is, and always 
has been, a handicraft industry. We went into it because of the war. 
We were never in it before. ‘Now we are in it, we have a big invest- 
ment, and we have to hold our employment up high in that level, in 
that area. To give you some idea of the competition we have, Bell & 
Howell Co. is the largest manufacturer in the world of motion ipcture 
projection equipment, and projection lenses are a big part of our 
business. 

In 1949, 16,000 imported lenses were brought in from abroad. This 
has increased each year. The last year I was able to get figures on 
was 1953. In that year, in competition with us, there were imported 
205,000 photographic lenses. In the face of this, we would have a 
story that we could present to the Tariff Commission that would take 
second row to ‘no other industry, as having faced almost insurmount- 
able odds in foreign competition. 

To show you the labor content that we have, here is the actual piece 
of glass that I picked up at the factory on Saturday, that is used in 
the manufacture of a half-inch, F1.9 photographic lens. This is 
optical glass. This is the aluminum bar from which we cut the mount, 
on an automatic screw machine. The total cost of all the raw material 
that goes into this lens is 43 cents. 

In our Lincolnwood factory, we mold the glass, grind the lens, 
polish it, cement it, coat it, assemble it. When it comes off the end 
of that floor, this is the lens that has a value of $87. It is all put in 
there at $2 per hour at American labor. This is a handicraft type of 
industry. 

We found competing very difficult indeed, and the 25 percent tariff 
wall was inadequate, and our industry in its briefs has continually 
indicated this wall should be strengthened. Yet we decided that we 
were going to buy our lenses any place in the world that we could buy 
them cheapest, so long as we would get good quality, so that we could 
continue to offer the same kind of value in the future as we have in the 
past. 

But as Thomas Watson once said, ‘‘No one of us is ever enthusiastic 
about anything until we understand it.” Knowledge creates enthusi- 
asm, and it is enthusiasm which inspires us to work and move forward. 

We held a meeting with our lens division, every single man and girl 
in that department, over 100 workers, and we submitted to them the 
entire testimony of the problem that they and we were up against in 
competing with cheap foreign labor. Just 6 months ago our lens 
division designed a new wide angle lens, and our purchasing director 
requested the superintendent of lens manufacture in our own plant to 
submit a bid. Through the development of ingenious techniques, 
this division won the bid and they would have won the bid if we had 
no protective tariff. 
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I went up on Friday, while I was finishing up my work on this 
testimony, and talked to our foreman in our lens grinding department. 
I said, “In all honesty, would you have come up with these techniques 
if you were not confronted with foreign competition?’ And he said, 
‘We never would have. We did not think it possible. But our 
people worked on this problem until they came up with the productive 
answer that enables us to pay our people $2 an hour and still compete 
successfully.” 

Unit cost of production is the answer, not hourly cost. 

I should like to turn to just one other point. My views have come 
to me over a period now of 3 years of soul-searching and hard work on 
this particular problem. It has not come very easily, I can assure you. 
It is easy to find arguments to be a protectionist. One thing that has 
caused me more concern than anything else, as business associates of 
mine have turned to me and said, ‘Yes, but the freer traders are the 
idealists, the theorists. We are the practical fellows who have built 
America.” 

I suppose there is an association between freer traders and the fact 
that almost every economist in the United States believes in free trade 
under the President’s program. Maybe that does put us on the side 
of the theorists. But I submit to you gentlemen in my own limited 
business experience that the theory seems to me to be all on the side 
of the protectionists, and it is not put into practice very often. They 
have no end of substantial theory to back up their arguments. The 
infant industry argument, the cheap foreign labor argument, the 
national defense argument, these are powerful arguments, yet I sub- 
mit, Who is to determine when an infant industry has grown to robust 
maturity? Many are protected, very few, indeed, are ever weaned. 

Our giant industries in this country on whom the bulwark of our 
defense program rests, the automotive industry, the electronics 
industry, the aircraft industry, are not essentially protected industries 
at all. I believe that those industries, whether they be agriculture 
or trade, who are the most protected ones, are not necessarily the 
most strategic or critical but are those who are able to put the greatest 
pressure where pressure will bring results. 

Our industry was tremendously exposed to the foreign competition 
before the war, and the United States was left very barren, indeed, and 
exposed when, at the outbreak of war, we realized that we were 
dependent upon our enemy, the Germans, for our optics, and optics 
are essential to all fire-control instruments as well as other precision 
instruments. 

The War Production Board came to Bell & Howell who had never 
made lenses before, in 1941, as they came to many other companies, 
and said, “You must get into the optical lens grinding business 
immediately.’ 

I heard testimony in the Department of Commerce when Secretary 
Weeks called a meeting of our industry, and the heads of many of 
our companies attended. Man after man got up and told the Secre- 
tary and his Assistant Secretaries about the strategic nature of the 
American photographic industry. They made truthful statements. 
But I was rather rankled when the head of an optical company in this 
country stood up and said, “‘Gentlemen, it takes 10 years to train an 
optical production worker because of the precision nature of our 
industry.”’ 
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In 1941 we started and we hired two optical workers, both of them 
patriotic Germans. Excuse me, one of them later, our superintendent, 
was taken by the FBI. We only had one patriotic and one un- 
patriotic. Inside of 2 years, we had constructed a plant fully air- 
conditioned with a quarter of a million square feet of plant space, 
and we had trained 500 optical workers. 

I talked to our lens people the other day about some of those men. 
I recall when we started out, because it was just before I went into 
the Navy that we took on this job. We took bank clerks, insurance 
salesmen, housewives, out of the Chicago area and we made trained 
workers out of them, and we did it in 6 months. 

Our people told me the other day, if they had to do it again they 
now know they could do it in 3 months. 

The manufacturer who stood up in the Secretary’s Office and 
said it takes 10 vears, and he said it with such conviction I am sure 
he must have believed it, I submit if it takes that long in his plant, 
his is the only one in the world where it takes this long, or at least 
the only one in the United States. 

I should like to show you one last example of the American way 
of doing business and competing. We have many methods that we 
have used that we are not proud of. I have showed vou one of them. 
I would like to show you one that I am very proud of, indeed. 

In 1943, we had 100 workers in the rough grinding department. 
This is the department that takes the lens blank and, by finger 
technique, grinds it down to approximate size without any great 
precision. We had 100 workers in that one department. In 1955, 
as of today, we have 11 workers in this same department. This has 
not put people out of work, because our employment in our company 
is at an all-time high. These workers use diamond grinders, and 
the output of these 11 people is 300 percent greater than the output 
of the 100 workers using the traditional thumb and finger technique 
that has been used in Germany for hundreds of years, and that the 
Germans during the war taught the Japanese, and which they are 
now using in Japan. 

This is relative output. We have increased in 12 years our worker 
output per man-hour 90 times, and this is one of the greatest handi- 
craft industries in this country. 

I sympathize greatly with those who are in the handicraft industry 
and who do not have the capital, the resources or the desire to convert 
to other types and techniques of manufacture. But I do not believe 
that the economic level of this country nor its foreign-trade policy 
can be geared to suit the needs of those who choose to stay in such 
industries and employ American labor, which we feel is the most 
intelligent labor in the world, and who simply use their fingers and 
muscles when they are capable of contributing their minds and hearts 
to the production technique as I have seen our 3,000 workers do in 
our own country. 

I have commented in my statement on each of the provisions of 
the President’s proposed program. I have exceeded my time. With 
your permission, I should just like to leave that in the statement. 
I will be very happy, however, to answer any questions as to my 
views. I recognize that many members of the industry, mv own 
industry, from the States of California, maybe New York, and from 
Illinois, will be very critical of my stand and position on this. They 





TRADE AGREEMENTS EXTENSION 633 


are well aware of it, and I have discussed it with them many, many 
times, so this is no surprise to them. 

I willingly submit myself to their criticism, however, because of 
my conviction that this policy is right for our country, and it is right 
for American industry. Concerning American industry, from what 
little I have known of it—I have been at Bell & Howell for 17 years, 
and therefore, it is my 17th year in the photographie business—I 
have never observed that American industry has become great because 
it has been a sheltered, national industry. It has become great 
because of our daring and our risks and our imagination and our 
research and our development. It has become great because we 
have pioneered and we have spent the capital invested with confidence 
by the American people in finding new and better techniques and 
better ways of using this great American labor force of ours. 

It has become great because we have never ceased to try and find 
ways to bring our product to the attention of the people, to create 
desires on their part to have our product, and then to have them go 
out and work harder to satisfy those desires and needs. This is the 
foundation of American industry. It is not based on the sheltered 
protection given to certain segments of our economy. 

I well recognize that | might be severely criticized inasmuch as we 
are a public stock company, with 2,500 stockholders, by some of our 
own stockholders. I can only say to them that I think everything 
in the world that our officers and management in the company has is 
invested in Bell & Howell stock. In fact, most of us have borrowed 
to buy more, up to the legal limits. So we are at least in the same 
boat as the stockholder is. But I submit to them that we can never 
forget that we are in a dual role; we are not only in our special interest 
producers, but we have a common interest as consumers and taxpayers. 
I submit to them that if all American industry, and every other 
economic group in this country, put the national interest subordinate 
to our own special interest, it would be a disastrous thing for this 
country. 

I do believe that where we have gotten into trouble in this country 
is where we have allowed any one particular group, whether it be 
business, whether it be labor, whether it be the farm group or any 
other pressure group, to go too far in serving their special interests. 
I believe that we can compete and that we will find competition, but 
that we can adjust to it. The adjustment that we would have to 
make, I think, is relatively slight. It is estimated at six-tenths of 1 
percent of our gross national product, if we removed all tariffs within 
5 vears, and I certainly would not propose that we do that. 

‘But, I believe, and I believe with utmost confidence, that a freer 
trade policy, liberalizing our foreign-trade policy, will mean to our 
consumer a better value, will mean to our manufacturer greater 
efficiency, lower unit cost of production, and will bring to the American 
people, as it will bring to the people of the free world, a higher standard 
of living. 

Against this national interest, what citizen in good conscience can 
put his own special interest? 

Thank you, Mr. Chairman. 

The CHatrMAN. Does that complete vour statement, Mr. Percy? 

Mr. Perey. Yes, sir. 
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The CHarrMan. We thank you for your appearance and the very 
helpful information you have given to the committee. 

Are there any questions? 

Mr. King of California will inquire. 

Mr. Kina. It is not a question, exactly, Mr. Chairman, but I wish 
to state for the record that I have not heard a more revealing and 
informative statement by a witness in all my years on this committee. 

Mr. Percy. Mr. Chairman, may I make one further statement? 
It is only to this effect: I have served in a dual capacity also. Since 
I developed my interest in this, I joined a group of private American 
businessmen, some affected by foreign trade and others not, in the 
committee for a national trade policy. I have served as vice chairman 
of this committee since its inception. I did so simply because of my 
belief that this particular committee would be able to bring some of 
these tacts out before the American people. I am hoping to spend as 
much time as I can within the next few months talking as I have in 
the last few years, with various economic groups in this country. 

I am very happy to report to this committee a tremendous growing 
awareness of the importance of this problem that you are grappling 
with right now, and continued and expanding support by farm groups, 
labor groups, and business people, who recognize that it is in the 
national interest and therefore in their own best interest ultimately. 

The Cuarrman. Are you through, Mr. King? 

Mr. Kina. Yes, sir. 

The Cuarrman. Mr. Reed of New York will inquire. 

Mr. Reep. I would like to obtain a little information. You seem 
to be well informed. What part of your camera business is repre- 
sented by motion-picture cameras and projectors? 

Mr. Percy. I would say that a majority, sir, of our business is 
motion picture. We have not been in the still-camera field since we 
withdrew this 35 millimeter, except that we did enter the still-camera 
field when we bought the 3-dimension company last year. We have 
invested $3 million in that company, and that company is entirely 
dependent upon still cameras, because of its use of projection equip- 
ment. We also now are in the stereo, 3-dimension field, and have 
2 still cameras in that field, and, of course, are up against foreign 
competition with them. 

Mr. Reep. What are the imports of motion-picture cameras and 
projectors? 

Mr. Percy. I beg your pardon? 

Mr. Reep. I asked what are the imports of motion-picture cameras 
and projectors? 

Mr. Percy. I do not have those figures offhand. As of right now, 
sir, the imports into this country are relatively small. Up until 
about 6 months ago, the protective tariff on motion-picture pro- 
jectors has been 45 percent, and I do not believe anyone could compete 
with us with that 45 percent. They have recently been reclassified 
by the Tariff Commission to 13%. They were formerly classified 
under projection lenses. There was no category for projectors. They 
have recently been dropped to 13%. The Swiss Bolex Co., which is 
an outstanding and perhaps, outside of ourselves, the next largest 
manufacturer in the world of motion-picture equipment, and who 
compete tremendously, successfully, with us, in every nation of the 
world outside of the United States, we understand, are ready to tre- 
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mendously expand their imports into this country with this 13% 
percent. 

Mr. Reep. Would you say that the imports are negligible? 

Mr. Percy. The imports up to this time have been relatively small, 
sir; yes. The protective tariff has essentially kept out foreign im- 
ports. It has acted as a very substantial barrier. Yet there are, [ 
would estimate, probably 200 manufacturers of motion-picture equip- 
ment. At the Paris Photographic Exhibition that I attended a few 
years ago, there were so many new French manufacturers in the 
motion-picture field that in the end I could not count them all. 

Mr. Reep. You have practically no competition? 

Mr. Percy. Not in this country, sir, we do not have now, but we 
anticipate that we will. 

Mr. Reep. You pointed out the large imports of cameras valued 
at less than $5 each. How many similar cameras do you produce? 

Mr. Piercy. We do not produce any in that category, and we would 
not attempt, I do not think, in that camera to compete. 

Mr. Resp. Are motion-picture cameras on the list of products for 
tariff cuts in the Japanese trade agreement? 

Mr. Percy. They are not, sir. They are specifically excluded, and 
I am not quite sure why. 

Mr. Resp. Is it true that Bell & Howell has a plant in England 
which produces lenses? 

Mr. Percy. It is, sir. I think that this is, if I can have another 
minute, a very important point. I am very happy you brought this 
up. Bell & Howell, in 1946, licensed the J. Arthur Rank organization. 
We believe very strongly in the fact that we should export technical 
know-how, and our particular company does not have sufficient capital 
to build plants abroad. We, therefore, licensed an English company. 
We set up our supervising engineers in England and we essentially 
gave to them our blueprints, our processes, our job-instruction cards, 
and we have personally supervised their entire manufacture and 
output. 

We felt this was consistent with our national policy. In fact, | 
firmly believe that the export of technical assistance at the private 
level is the cheapest possible way to export technical assistance. 
We have enjoyed substantial royalties from this British company’s 
manufacture, as they have sold in the countries throughout the world. 
They, in turn, have enjoyed substantial sales as a result of having our 
name, our trade-mark, and using our agents that we have around the 
world. 

This, to me, is low-cost technical assistance, consistent with our 
national policy, but by all means in our self-interest, because it means 
two coequal partners, one risking their name, time, energy and a little 
part of their capital, and the other risking a great part of their capital, 
in @ private venture to expand the trade of Great Britain which we 
understand has always been in the self-interest of this country. 

Mr. Reep. Are lenses on the list for tariff cuts for Japan? 

Mr. Percy. Yes, sir; I believe so. Camera lenses are, | believe; yes. 
I might say that my own industry has filed a very substantial state- 
ment requesting that our entire category of product be excluded from 
reciprocal reduction of tariffs with the Japanese at this time. 

Mr. Resp. Bell & Howell make mainly motion-picture cameras 
and projectors; do they not? 
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Mr. Percy. That is true, sir, right now. But with this investment 
last year of several million dollars, we are venturing very strongly 
into the still-camera field now, starting with the three-dimension type 
of photography. We are now the world’s largest manufacturer of slide 
projectors. Of course, slide projectors employ the slides or pictures 
taken with this type of camera. 

Mr. Reep. How does your business compare in volume with East- 
man Kodak? 

Mr. Percy. I have never seen figures that strictly set aside how 
much of Eastman Kodak business is photographic. I can give you 
some very rough estimates, but I would prefer not to be held on it 
because it is very difficult to get figures out of our industry. Eastman 
Kodak is by all odds the largest company in this industry, sir. They 
do about $650 million a year, I believe, and I would estimate that 
somewhat less than $500 million is in photographic. But they are 
also in plastics. They are also in textiles, with their Tennessee East- 
man Co. 

The Du Pont Co. is a manufacturer of sensitized products. General 
Aniline & Film is a large company in this industry, but they are also 
in the chemical business, and Ansco is only 1 or 4 or 5 divisions. 

Mr. Reep. I would like to ask you something else. 

Mr. Percy. Mr. Reed, could I clarify one part of that? I think, 
and I say I think, again, that Bell & Howell is the largest company in 
the United States devoting its efforts almost exclusively to the photo- 
graphic field. Kodak, General Aniline, Du Pont, who are in that 
order in next largest companies in our industry, of course, have tre- 
mendous diversifications. 

Mr. Reep. You do not know whether they share your views in re- 
gard to competition from abroad? 

Mr. Percy. The Eastman Kodak Co.? 

Mr. Reep. Yes. 

(Discussion off the record.) 

Mr. Percy. I would certainly be the last one, having spent most of 
my business life in this industry, to see a wiping away immediately of 
the tariffs, because that adjustment would be very difficult indeed. 
Sir, I believe in our industry—and Eastman Kodak, certainly, with 
the tremendously fine research and productive effort of that company, 
I think when they turned, as we did, from wartime to peacetime pro- 
duction and converted practically overnight—the slightest adjust- 
ments involved by this gradual tariff reduction are very insignificant 
compared to the complete reversal of our entire productive output 
that we had in 1945 and 1946. 

I tend to think that the trade associations vastly overemphasize 
the adjustment that would be required by this very gradual reduction. 

Mr. Reep.: Then you are not in favor of absolute free trade? 

Mr. Percy. I am not, sir. I do not see it in the foreseeable future 
in this country, or any other country and I am very much for tough 
bargaining. I think a quid pro quo from these other countries is 
essential, and I do not believe that they would expect or should expect 
us to give up something gratuitously. In fact, I think they would be 
suspicious of it. I think we should bargain and bargain hard. But 
we should lay the groundwork for a fairer basis, and not keep changing 
the rules on them all the time. 
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Mr. Reep. Does your interest in photographic supplies, and the 
manufacture of them, lie solely in this country, except for the plant 
in Britain? 

Mr. Percy. Yes, sir; that is right. We have no other plant, except 
we did put a plant in Canada last year, to sort of take a part in the 
growing Canadian market. I think I should say that we have a plant 
in Rochester. We have gone into the film business, in competition 
with Eastman Kodak. We have lost on that venture so far I would 
say, $3 million or $2 million. 

Mr. Reep. Eastman has plants in other countries, I believe. 

Mr. Percy. They have, sir. In fact, they have plants in Germany. 
In adjusting to this trade policy, they are importing many cameras 
made in the Kodak German factory, importing into this country, that 
they cannot produce on a mass production basis. 

Mr. Reep. They are probably in favor of cutting the tariffs. 

Mr. Percy. I cannot say so. But I have talked to various indi- 
viduals. May I also say this: When I stood up in Secretary of Com- 
merce Weeks’ Office and denounced the rest of our industry for saying 
things that I felt were not true, and which were exaggerated, many 
of them came up to me later and said, “Chuck, these are my own 
personal convictions, but my gosh, I can’t say them. What would 
our stockholders say?” 

This is, I think, the attitude taken by many business people today. 

Mr. Reep. Your stockholders seem to make you the president of 
your organization. 

Mr. Percy. Sir, they are my boss. We are hired by them. 

Mr. Reep. We have to represent our constituents, too, you know. 

Mr. Percy. Yes, sir; that is right. I only hope that by not dealing 
in generalities, but by giving concrete examples taken from my own 
experience, it is in the interest of American manufacturers in the long 
run that this trade policy be gradually freed. 

Mr. Reep. If I had your full language and salesmanship ability, 
I might be able to do a much better job than I am able to do. 

Mr. Percy. Thank you, Mr. Reed. 

The CuHarrman. Are there any further questions? 

Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stmpson. Mr. Perey, where could I buy one of those still 
cameras that you wanted to sell for $700? 

Mr. Percy. This is about the only one we have left. We with- 
drew it from production. 

Mr. Stmpson. Why? 

Mr. Percy. We could not produce it. I did not want to get into 
too much of the detail. We could not sell it for $700, and we dropped 
the price to $498. We lost $150 on each one we sold, and we could 
still not sell enough of them. 

Mr. Stmpson. Then you could not compete with the imported 
German cameras, is that right? 

Mr. Percy. We could not compete, sir, because they offered to 
the consuming public a better value than we did. 

Mr. Stmpson. And you started to manufacture the movie camera, 
and hurried that up? 

Mr. Percy. We could deliver at any time any of our movie cameras. 

Mr. Stmpson. But you had a choice of making the movie camera 
or of making this one? 

57600—55—pt. 1——42 
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Mr. Percy. Our choice was the same choice faced by any other 
American manufacturer. We must gravitate our labor into those 
things that relatively we can do more efficiently than others. That 
is whether it be domestic production or foreign. 

Mr. Simpson. But you had a protection on movie cameras. 

Mr. Percy. There is no different tariff. They both have a tariff 
of 20 percent whether it is movie cameras or still cameras, the tariff 
is the same. 

Mr. Simpson. But you choose to make the movie camera instead 
of the other? 

Mr. Percy. Yes, sir. We have tended up to this point to con- 
centrate here. But, I, by this testimony, will certainly inform 
foreign competition that we are not going to be lambasted to the 
slaughter; that we are willing to establish fair ground rules but this 
does not say that we are going to relinquish markets that we have 
fought for 47 years to establish. We are going to find a way to 
produce still cameras in this country with American labor some day. 

Mr. Simpson. Do you export many cameras? 

Mr. Percy. We do not, sir. We cannot export too many motion- 
picture cameras, because, actually, the Swiss are very stiff competi- 
tion. In Europe, the French are tremendous competition in the 
movie-camera field. 

Mr. Simpson. Do you favor a reduction of the duty on cameras 
into the United States? 

Mr. Percy. Can I say this? 

Mr. Simpson. You can answer the question. 

Mr. Percy. I am absolutely not in favor of complete elimination 
of the tariff. 

Mr. Simpson. Why not? 

Mr. Percy. But I am absolutely in favor of the gradual reduction, 
along with other manufacturers. We will take our 5 percent per 
year for 5 years. In this particular camera, we are, sir, highly 
vulnerable, because there have been negligible imports, and the 
President would be inclined to reduce the tariffs on this by one-half 
because there have been negligible imports. 

Mr. Simpson. Are you asking for reduction? So the negotiators 
may know your wishes, are you asking that the rate be reduced? 
There is no limitation, by the way, of 5 percent in the agreement with 
Japan. 

Mr. Percy. I did not get that question. 

Mr. Stimpson. The treaty with Japan which we are anticipating is 
made under existing law and not with respect to the bill we are con- 
sidering today. The 5 percent limitation does not apply there. 

Mr. Percy. That is right. 

Mr. Simpson. I ask you; do you favor a cut of more than 5 percent 
in cameras in dealing with Japan in this agreement that is now under 
consideration? 

Mr. Percy. I think, inasmuch as the Japanese are relatively pro- 
hibited now at motion-picture-camera production as well as primarily 
being in lens production, and as well as still cameras, that we must 
look realistically at some of the products the Japanese are able to 
produce. I would tend to think that we should go on a gradual basis 
of allowing them a chance at our markets along with other things that 
they are able to produce on a little fairer basis than we now have. 
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There has been a tremendous change in our foreign policy since that 
original legislation was made. 

Mr. Srmpson. Is your answer yesorno? Do you favor the negotia- 
tions downward on the duty on cameras in the Japanese negotiations? 

Mr. Percy. So long as it is done on a reciprocal basis, along with 
many other products, I am in favor of that. 

r. Sempson. You are in favor of it if we get something in exchange? 

Mr. Percy. Yes, sir. 

Mr. Stupson. You want us to be good bargainers with them? 

Mr. Percy. Absolutely. 

Mr. Stmpson. You do not want to recognize that we owe the 
Japanese something, and therefore it ought to be easy for them to find 
a market, but you want us to pin them down and dollar for dollar 
make a good deal? 

Mr. Percy. Yes, sir. 

Mr. Stimpson. Do you feel that is what we should do in all of our 
negotiations? 

Mr. Percy. Yes, sir. 

Mr. Stmpson. And you are opposed to any part of this bill which 
does not require reciprocity? 

Mr. Percy. I believe in this particular stage in our negotiations, 
reciprocity is a very, very necessary thing. 

Mr. Stmpson. My question was whether you are opposed to part of 
this bill in front of us, if any, which permits the President to negotiate 
and to make concessions without reciprocal compromises. 

Mr. Percy. Mr. Simpson, I now understand your question. The 
question would be whether or not the President would be authorized 
to negotiate other things other than tariff reductions. From my own 
experience ip foreign fields, if we are ingenious in keeping products of 
foreign manufacturers out, the foreign nations are far more ingenious 
than we. They may reduce the tariff, but they will put an import 
quota, or licensing agreement that is necessary. When they reduce 
the tariff and do that, this is not reciprocity. I think the President 
should be authorized to remove any import restrictions in exchange, 
not just a tariff reduction which, on its face, is bad faith by foreign 
nations, and which means nothing to us. 

Mr. Srmpson. To date, and the record will show this, we have made 
many so-called reciprocal agreements with foreign countries. In many 
instances, subsequently, those agreements have been violated by the 
foreign country by imposing quotas, or restrictions of one kind or 
another. Should that happen in the future, it is your point the 
President should immediately set aside the concession We made? 

Mr. Percy. I think so, sir. When a deal is made, a deal is a deal, 
and if the other party is not in good faith holding up his end of it, I 
think we should crackdown. I am very much in favor of cracking 
down on the dumping of a product in this country. 

Mr. Simpson. You and I are not so far apart now. Your company 
lives up to its bargains, does it not? 

Mr. Percy. Yes, sir. 

Mr. Stmpson. And you do? 

Mr. Percy. To the best of our ability. 

Mr. Stmpson. And you have a plant in England? 

Mr. Percy. We do not have a plant ourselves. We license a 
British manufacturer. 
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Mr. Simpson. And you make money from them? 

Mr. Percy. Yes, sir, in royalty income. 

Mr. Stmpson. I understand. Why do you want a subsidy on 
account of that, of 14 percent? 

Mr. Percy. I put in my statement a very clear statement, because 
I did want the members of the committee to understand on this 
1 point of the 14 percentage points reduction in corporate income tax 
on the income from abroad, which I hope would apply to royalty 
income, on the export of technical assistance, I clearly stated in my 
statement Bell & Howell Co. will directly benefit from this. 

Mr. Stmpson. There is no secret about this. We know that you 
have them and you make money, and why not? You are protecting 
your company. I ask you why you should be given, by the Govern- 
ment, a subsidy on account of your earnings abroad. 

Mr. Percy. Economically, I really cannot find a justification for it, 
because every time we put a subsidy on anything, we are diverting 
labor, capital and materials from their normal parts. There is no 
economic justification for this request. I only do know this, that we 
encourage people to give to charity by giving them a tax deduction. 
They give to charity. I wonder how much they give otherwise. 
If it is in our national interest to export technical assistance abroad, 
I think it is up to the administration to find whatever would appeal. 

Mr. Stmpson. It is exported now. It is over there now. You have 
the agreement. They are doing the work. Where are they selling 
the product? Are they selling in the United States? 

Mr. Percy. Some of it they import here; where they can make it 
cheaper, we import it. 

Mr. Srupson. If we reduce the tariff, and you would like to see it 
reduced, we are also providing a market here at home for those 
goods that are made in your plant over there. That is not good for 
the American workman, is it? 

Mr. Percy. If we cannot use the American workman as relatively 
economically as they can, we should not use them on that product. 

Mr. Simpson. Let me get it clear on that pomt. Your mean if our 
wage rate is not too high, plus social security, plus unemployment 
compensation, plus working condition laws and all of that, if the 
combined cost is greater here than it is for you to manufacture them 
in England, where they may or may not have those several things, 
then our tariff should not be used to keep out the product of the Ameri- 
can capital over in England? Do you mean that? 

Mr. Percy. Absolutely, sir. 

Mr. Stmpson. Suppose you sbift vour plant over to Japan and you 
pay much less for labor than you do in England, and you put your 
capital there, your knowhow and so on, then what would be your 
answer? 

Mr. Percy. If we would be willing to risk it over there, and it 
would be cheaper for us to do it there, and import parts and assemble 
them in this country, we should. 

Mr. Stmpson. And the United States Government should subsidize 
you to the extent of 14 points to permit you to do that? 

Mr. Percy. That is why I say J cannot enthusiastically in good 
conscience say we should be given this, except if it is national policy 
that we should encourage the export of investments. This 1s the 
only way the Government can devise to do it. We did it without 





TRADE AGREEMENTS EXTENSION 641 


subsidization because we felt it was in the best interests of the country 
and our company. But I would tend to say that there would be a 
greater flow, and that this is a means of shifting capital. 

I do believe this: There is a fallacy in saying we are competing with 
cheap foreign labor. Really, what we are doing is competing with 
the efficiency of the automotive industry and this holds true for the 
watch industry. They are really competirg with Detroit and not 
Switzerland, because Detroit relatively uses American labor more 
efficieatly than Elgin does, and the people of Elgin and Hamilton are 
good friends of mine. 

Mr. Simpson. The British company with whom you have your 
contract, are they permitted to ship into this country projectors, by 
your contract with them, cameras and projectors? 

Mr. Percy. Yes. 

Mr. Stmpson. Thank you very much. 

The CuatrMan. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Well, sir, you have been a revelation to me. I reecho 
what Congressman King said, that your testimony has been the 
strongest testimony I have ever heard in my life. Almost, sir, thou 

ersuadest me to be a Christian. You are a man after my own heart. 
ou talk directly from your conviction. I wish we had more wit- 
aesses of that nature. 

That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Mr. Sapiak. Mr. Chairman? 

The CHarrMan. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapiak. Mr. Perey, is there any variation between the number 
of employees you had back in 1943 and in 1955? 

Mr. Percy. In 1943 I was in the Navy. I left the company in 
December of 1942. So I am a little hazy about our employment 
figures. Our director of personnel, who was our director of personnel 
during the war, told me that our employment today is at its highest 
peak that it has been ever. So I assume we have more today than then. 
Our employment just before the war was about 1,100, when I came 
with the company, and we now have about 3,200 people. 

Mr. Sapiak. Then on your chart on which you have shown us the 
old fashioned way of manufacturing these things and the new way, 
perhaps the word “‘automation” bas had no particular effect upon your 
industry or your employees? 

Mr. Percy. This is a lengthy subject, sir, and it is a complicated 
one. I do not believe there is fear if we approach automation intel- 
ligently, as I feel labor is going to approach it. Their receptivity to 
it is cautious but they do want to study it. That is the encouraging 
thing about it. There is no immediate barrier to it. The theoretical 
arguments against automation are tremendous. You could say that 
every one in this country will be out of business. All I have is this 
to say: In our plant today, with our 3,200 people, about 60 percent 
of them own their own homes. As I drive in our plant every morning, 
there are 2,300 automobiles, and many of them are better than the 
one that my wife has. They are not all paid for, I assume, but they 
are good automobiles. 

With the expansion of our plant out into the country, we have 
moved out of Chicago to get in the country and expand more. With 
the expansion of our highway system, I look forward to the day when 
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a hundred percent of our workers, earning $3 and $4 an hour, are driv- 
ing to work in their own cars. But they cannot do it using a finger 
and thumb technique. They have to be practical engineers, pushing 
a button. But this is the way American labor should be used. We 
have to find ways of using their minds and intelligence. We have in 
our plant every night people going to school. We are trying to teach 
them to be better people, because we are trying to pay them $3 an 
hour. We cannot pay a $2 an hour man $3 and make him productive. 
He has to help us figure out a way to make him a productive worker. 

This will increase the standard of living in this country. 

Mr. Sapuak. Mr. Percy, what percentage of success do you attribute 
to your efficient operation in contrast to merchandising? 

Mr. Percy. Well, sir, I can only give you figures. Our business in 
1949, when I became president of the company, at the death of our 
past president who served for 30 years, was $13 million. Our sales 
last year were $40 million. We have had stiff competition against us. 
We do not underestimate ever the competition of this great company 
in Rochester. They provide fierce competition, and they are providing 
the fiercest competition we have to this particular camera. We are 
slugging it out in the market jungle right now. But we are both doing 
reasonably well at it, I think. 

Mr. Sapuak. I have one more question. For your companies in 
the three districts of our colleagues here, do you import any manu- 
factured parts from your licensed British company and use them in 
the cameras which you sell here? 

Mr. Percy. This is a very strange thing. We just received an order 
for 2,000 complete sets of parts ordered by our British associates. 
They want to get started on this camera. The initial several thou- 
sand they cannot produce as economically as we can, with 65-cent- 
hour labor out in Mitchelldeen, a plant 125 miles from London which 
I have been in. It is an old brewery. They have practically no 
plant investment. They use practically all local people that we have 
helped them train. They are not able today to produce parts quite 
as economically. But we are teaching them how. As they start 
utilizing that labor more efficiently, they will continue, relative to 
other manufactures, to expand their business. As they expand their 
business, of course, and employment becomes fuller, the pressure 
for higher wages goes on, which is fine. This is another pressure which 
keeps our economy going up. 

Mr. Sapiak. Now so that I might have a more complete answer to 
my question, you showed us at the outset of your testimony a piece 
of glass and a piece of aluminum. Is your British licensed company 
using the same materials to make lens—TI believe you said of 1.9— 
and when they complete that product, do you import any of those 
tne to your own company and utilize them in your cameras 

ere? 

Mr. Percy. Whenever they can compete with us, and whenever 
our own lens division cannot compete with them, and if they can 
compete with the French workers, the German workers, or wherever 
they might be, we buy from them. Our job is to put the lowest 
possible component part into this product, because we have to sell 
it. We cannot get more than $49.95 for it. 

Mr. Sapuak. Then your answer is this: At the present time you 
are not importing them. 





TRADE AGREEMENTS EXTENSION 643 


Mr. Percy. We are importing primarily lenses that have a very 
high labor content and that have a relatively smaller market. Tele- 
photo lenses, for instance, they can produce cheaper than we, because 
we have to use handicraft techniques for a lense when we only make 
500 a year. Where we make 10,000 a month, they cannot possibly 
compete with us. 

Mr. Sapiak. My questioning, Mr. Perey, was impelled by the 
testimony I have in the back of my mind of Mr. Lazrus, Benjamin 
Lazrus, of the Benrus Co. He told the committee that he imported 
manufactured parts for his watches from Switzerland. He attributed 
the difficulty of all his domestic competitors to the fact that he was 
more efficient, and the fact that he was able to do such a wonderful 
business was that he knew merchandising. 

There seems to be quite an anology between his expressions and 
testimony and those which you have made here today. 

Mr. Percy. Our Swiss competitors have taught us a few things 
about merchandising in this country. I was quite chagrined to walk 
around to big photographic stores in New York this Christmas and 
find whole windows devoted to Swiss movie cameras. They had 
apparently developed this technique of point of sale advertising and 
had gotten there firstest with the mostest. We will start our Christ- 
mas sales program, as I am sure Eastman Kodak will, this year around 
May. I am not so sure we can always teach them about merchan- 
dising. 

There is a company in Italy providing tremendous competition to 
our business machine people. 

Mrs. Percy is sitting over here. She and I visited that Italian com- 
pany for one purpose, how do they develop the idea in this country 
that they get $5 million on advertising and only spend $200,000. We 
spent a full day with the counterpart of a merchandising vice president. 
We came back with more ideas than we have had money to afford so 
far. I am not sure we can always teach them merchandising. We 
each have something to learn from one another, I am sure. 

Mr. Sapuak. Thank you. 

The CHarrmMan. Mr. Boggs, of Louisiana, will inquire. 

Mr. Boaas. Mr. Perey, my good friend Mr. Simpson referred to 
this tax proposal as a subsidy. Is not a tariff a subsidy in your 
opinion? 

Mr. Percy. A tariff is a subsidy, sir, absolutely. 

Mr. Boaas. Do you feel that in the case of inefficient production 
there is any way to put a tariff high enough to overcome that 
inefficiency? 

Mr. Percy. Well, if we continue to subsidize inefficient operations 
in this country, by continually jacking up, as our counterparts abroad 
get more efficient and that is what we will have to do, we are on an 
endless treadmill in this tariff thing if we are going to have to provide 
protection. That is what worries me about the peril point. We have 
not talked about that, and that is a tough one. 

Mr. Boaes. I will ask you about it in a minute. 

Mr. Percy. I was afraid you would. I spent 6 weeks in Italy 
teaching photographic and optical manufacturers our technique on an 
MSA productivity mission. You may think my stockholders and 
directors did not wonder about that one. But it was in our national 
interest to do so, and I think I learned a great deal as a result of that 
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trip. I learned what our weaknesses were and our strong points. 
[t made our company a better company when I came back, because 
I learned a lot from the Italians. As they get relatively more efficient, 
we will have to jack up the sheltered industries. In some industries, 
of course, no matter what the tariff is, they cannot compete. The 
American public prefers the quality they get from some industries. 

Mr. Bocas. So the way you protect an inefficient industry is you 
jack up the price to the American consumer, and in addition give a 
relatively poorer product? 

Mr. Percy. Could I take a case, sir, that is, I think, the hottest 
one I can possibly mention? With Mrs. Percy’s apologies, I would 
like to mention it. The farm problem is a very complex one. I have 
tried to understand it. 

I spent a good deal of time with Allan Kline, and he is the kind of a 
person that, if a young fellow comes to him, he will try to explain this 
farm problem. 

What confuses me is that Mrs. Perey’s family, traditionally, were 
Illinois farmers and own still a number of farms in southern Illinois. 
We have recently been there to visit some of them. She also has a 
farm in Iowa. It sort of breaks my heart in a way, as just investors 
from out of State in the Iowa situation, to seal the corn and take the 
Government’s money for it. 

I do not think I have taken that risk when I earn my salary at the 
Bell & Howell Co. You cannot turn it down, because it is not right 
for me to say to Mrs. Percy, ‘‘It is not right to take this income and 
seal this corn. This is what everybody does and it would be crazy if 
we did not do it.”’ 

If there was a guaranty that we would not have a profit on that 
farm, I am quite sure that she and her family would have diversified 
a little bit and not stayed in as much farming as they have right now. 
But they cannot lose in farming. So that capital stays there, and 
that land is used for that, and those farm people are kept on the farm. 

I do not know how long this is going to go on or how long it should. 
I try and take the ridiculous situation of what if we had done this 
when 90 percent of our country’s effort was devoted to farming. What 
if we had decided then that status quo was going to stay there come 
hell or high water, no one is going to leave the farm, and we are going 
to guarantee them all an income. 

If we had not switched to where only 10 percent of our population 
is on the farm now, and done it before this thing came in, we would 
be in a sorry fix right now. We are, anyway. 

I do not know how we are going to get out of it. But I think we 
have to start to face up to it. Allan Kline and the Farm Bureau are 
starting to face up to it, because they are worried that the special in- 
terests of that great American farmer have been carried too far, just 
as some of our great labor leaders are worried today that labor’s 
special interests are almost in the same position as business selfish 
interests were 50 years ago in this country. 

I think business is doing a lot of soul searching in this country to- 
day, and I think labor leaders and farm leaders are. It has to come 
from us, because we are the fellows who in the end pay the bills. We 
have to go out and.fight. the war, and we have to pay the taxes, and 
this is keeping our economy and our country in a state of tension. 





TRADE AGREEMENTS EXTENSION 645 


If freeing our trade will help in any measure in this national prob- 
lem, I am quite sure we are capable of making the necessary adjust- 
ments. 

Mr. Boaes. Mr. Percy, I want to get back to the peril point. 
Recently the tariff on certain Swiss movements was suddenly in- 
creased 50 percent. The Swiss were quite jolted and shocked by 
that increase, possibly not so much by the increase itself but by the 
change of the rules in the middle of the game. Do you feel that with 
peril point in this legislation you can ever get a degree of stability in 
this business? 

Let me give you a concrete example. Let us say that in your 
business you go out and you develop a market in Switzerland, you hire 
salesmen, agents, develop wholesale and retail outlets, advertise and 
so forth, and then you fought for that market. All of a sudden, your 
costs go up, we will say, 20 percent or as high as 50 percent. That 
would be a bit discouraging to you, would it not? 

Mr. Percy. Sir, may I speak to you as a fellow southerner? I was 
born in the South and my father’s family lived all their lives in 
Mobile, Ala. What, sir, if I, as a fellow southerner, came to you and 
said, “Let’s you and I do a deal.” Then you and I have a contract. 
“But this has to have one provision in it. If this contract does not 
work out the way I think it is going to work out, I can withdraw it 
any time I want.” 

I think this is about what we are saying there in the peril-point and 
escape clauses. When I was over there, the Italians, by the way, 
paid for this trip. They wanted the five of us to come over there and 
converse with them about management techniques and philosophy. 
In all sincerity I had to say to them, “I don’t know whether I would 
break my neck and risk a million dollars to open up a market in the 
United States, and if I can become successful the measure of my 
success would be that we are going to pull the stops out from under 
you.” 

I do feel this, though: There has to be compromise in Government 
and in business, I suppose. We try not to compromise very much in 
business. From what little I know about Government, there is a 
great deal of area for compromise. In thinking about the escape- 
clause provision, I could not help but come to the same conclusion 
that probably the Commission did. This is an immoral point. There 
is really no morality to it. It is just another form of subsidy, and it is 
an immoral one at that. 

But I can well recognize that many constituents would be maybe in 
favor of this gradual program, if they felt there was that stopgap. I 
hope eventually manufacturers themselves will realize that they are 
asking the American Congress to put provisions in our contracts that 
they themselves in all honesty would never ask their own lawyers to 
put in a contract, because American business people, essentially, I feel 
are honest and aboveboard. But they are doing it, and they are 
asking Congress to do it. 

If the pressures are such that the escape clause and the peril-point 
provisions will allow this legislation to go through the Congress, I feel 
this is one of those areas where a practical compromise may be neces- 
sary. I am not wholeheartedly in favor of it by any means, but I am 
in favor of the President’s program as it stands. It represents, | 
think, in my humble estimation, a brilliant set of compromises. 
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Many people in our own committee for a national trade policy, of 
course—that end of it perhaps more vitally affected by foreign 
trade—said to us “This is a compromise program that means 
nothing.”’ 

That is not true. It is a good program. It is a sound program. 
It does not go as far as many people would like to see it go, but it is 
a practical program and a practical compromise in a very practical 
manner. 

The CuarrMan. Are there any further questions? 

Mr. Eseruarter. I would like to ask one question. 

The Cuarrman. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Espernarter. Mr. Percy, I think you said that the Bolex Co., 
a company of Switzerland, has switched to some extent to the manu- 
facture of cameras and other items that would be more in competition 
with your company as a result of the action of the President. 

Mr. Percy. Yes, sir. 

Mr. Eseruarter. So we will suffer the other way, perhaps, because 
of this Swiss decision? 

Mr. Percy. I would tend to think that the Bolex Co., if I were 
president of that company, and if Congress enacted this legislation, 
would shift a great deal of capital and labor to the production of 
motion picture and photographic products, because they are going 
to have a fairer chance at our country. 

On the other hand, I am telling the Bolex Co. in public statements 
“Do not think we are going to lay down and give up the markets. 
We are going to be in competition with them.” It will be them or us. 
But the fellow who consistently wins is the consumer. He cannot 
lose in that deal. He can lose if we continue to throw artificial 
barriers in front of him. 

Mr. Stmpson. Mr. Chairman? 

The CHarrMan. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srtmpson. I will have to admit I am confused. You are not 
willing to give up the tariff, are you? 

Mr. Percy. I am very willing to give up the tariff on a gradual 
basis. 

Mr. Stmpson. Why not all of it now? 

Mr. Pwrcy. I think this would mean a very drastic and sudden 
shift in emphasis. It would wipe out perhaps a limited amount of 
capital that is now invested in places where the subsidy of the tariff 
now fully protects it. 

I do believe, sir, if we tried to wipe it out right now, it would not 
go through Congress. That is my primary premise. 

Mr. Simpson. I would like to get clear on this. Are you making 
the test as to whether or not we cut a tariff the question of whether 
the result would be to cause a loss of capital here at home? 

Mr. Percy. No. Capital is only one factor in production, 

Mr. Stpson. But you said a moment ago if we wiped out the 
tariff on cameras and so on, it would tend to cause a loss of capital 
here at home. 

Mr. Percy. It would also dislocate certain employees. 

Mr. Simpson. And you are opposed to that? 

Mr. Percy. I am very much in favor of the mobility of labor, sir. 

Mr. Simpson. Then is your test on reducing the tariff whether it 
would cause a loss of capital and the dislocation of labor? 
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Mr. Percy. I see nothing wrong in the mobility of labor. In 
mobility of labor, after all, the average company turns over 60 percent 
a year. 

Mr. Srmmpson. Would you agree that if the rates are cut as the 
President sees fit to cut them, and the Swiss take your market, you 
will never come in under the escape-clause provisions? 

Mr. Percy. I cannot guarantee that. The company might find 
another president at that time that would. I am not sure. 

Mr. Simpson. Would you feel that your first obligation was to 
protect your company? 

Mr. Percy. My first obligation, sir, is not to protect my company. 
I hope I have tried to make that clear. My first obligation, as yours 
is, sir, is to serve the interests of the United States. 

Mr. Simpson. Why do you want to keep a tariff, for the good of 
the United States or for the good of your company? 

Mr. Percy. I think first whatever is best in the national interest, 
and we must secondly find a way that our company can adjust. I 
have all the confidence that our company and every other company 
in this country that is rua efficiently, can adjust to the gradual 
reductions of these tariffs. 

Mr. Srtmpson. In every area, the companies and industries which 
are going backwards in this country are due to a lack of efficiency 
and nothing but that? 

Mr. Percy. Absolutely. It is the relative use of the efficiency of 
that labor. 

Mr. Stmpson. And yet you insist upon retaining tariff to protect 
your business? You insist upon it? 

Mr. Percy. On retaining tariffs? 

Mr. Simpson. That is right. You say, ‘‘We will take a little bit 
of the cut’? but you refuse to say you will take no tariff, and you 
deny a tariff protection to these industries which you describe as 
inefficient, because they are losing. 

Mr. Percy. Mr. Simpson, that is a very good question. I will put 
the answer this way to you: It would do the country no good if 
suddenly the photographic industry said, ‘““Take all the tariffs off us.” 
This is not going to solve our national problem. 

Mr. Simpson. It is a point of time. Does it do the country any 
good, as a result of cutting tariffs, to wipe out another business? 

Mr. Percy. It is a shift from a relatively inefficient use of our 
labor and capital to a more efficient use. 

Mr. Simpson. But measured by that standard, you are inefficient, 
because you require a 20-percent tariff to keep in business. 

Mr. Percy. Sir, I cannot think of the name of the town, but I saw 
in*the Wall Street Journal the other day that a town in Pennsylvania 
has 600 unemployed coal miners. 

Mr. Simpson. We have some towns with more than that. 

Mr. Percy. I believe in this country we can produce coal efficiently, 
and, in fact, we can deliver coal more cheaply to ports 5,000 miles 
away than countries bordering on them because of the use of our labor, 
capital, and equipment in that industry. 

The reason, sir, that you cannot export more coal from Pennsyl- 
vania, and we cannot from Illinois, is not that the world does not need 
our coal, because they do need it and they need our cheap coal. But 
they do not have the dollars to buy it, There is only one way they 
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can do it. We can either give them the coal or the dollars to keep this 
employment going, or we can find some way to sell them something, 
to buy something, and they will get the dollars and then we can deliver 
the coal. 

Mr. Stmpson. You have not answered why you insist on a 20 per- 
cent tariff for your photographic equipment, but you are not willing 
to protect the company where the tariff has been cut and where they 
are now suffering as a result, as proved by the escape clause. What 
is the reason? 

Mr. Percy. If I said I insisted on a tariff of 20 percent for the photo- 
graphic industry, it is a misstatement. 

Mr. Stmpson. I do not believe you said that. You said you favored 
a little reduction. You did not say how much. I asked you how 
much. Should it be cut in half? They would be glad to do it with 
the Japanese, I will bet, if you ask. 

Mr. Percy. But it will not solve our problem. Our problem will be 
solved if we stand up arm in arm and say together, ‘“You reduce the 
tariffs on all of us.” If I stood up and said only reduce it on the photo- 
graphic products, this would not give Germany, Japan or anyone else 
enough of a market. 

Mr. Simpson. I will compromise with you. You have to have some 
tariff protection in your industry now, do you? 

Mr. Percy. I do not know. This is a theoretical question, of 
course, sir. 

Mr. Simpson. It is very practical. 

Mr. Percy. We will never find out until the problem is thrown to 
us. We have not had the problem thrown to us yet. 

Mr. Srupson. You tell us you want to retain tariff protection? 

Mr. Percy. I am quite sure, sir, our industry could reasonably 
rapidly adjust to a complete elimination. But you must remember 
that there are many still camera manufacturers in this country, and 
Germany is producing 3 million still cameras a year. With the com- 
plete elimination of the tariff right away, these companies would not 
be able to adjust rapidly enough, and there would be more dislocation 
of capital and labor, at a greater cost, than if we put them on notice. 

Mr. Stmspon. Then you believe we ought to retain some tariff 
protection on photographic equipment now? 

Mr. Percy. I am in favor of a gradual reduction in the tariffs on 
photographic products as well as all other products, and I firmly 
believe that we should begin immediately to reduce our tariff and 
every tariff that protects the industries such as my company by 5 
percent. At any rate, I do not believe we have rates over 50 percent. 
But I think it is reasonable to assume that the rates should drop to 50 
percent. If we use our labor so inefficiently as to require a 50 percent 
tariff, the industry should go out of business. 

I think the tariff is keeping us in the same position as Congress 
supporting the icebox industry because of the unfair competition of the 
refrigerator. 

Mr. Srmpson. I might argue with you about national defense 
requirements and all of that, but I will not. I think your statement is 
altogether too broad and it is not your considered thought. You 


must know there are some things we have to retain here irrespective of 
the cost. 
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I have no further questions, but you may comment on that if you 
care to. 

Mr. Percy. Mr. Chairman, I wonder if I could make a personal 
observation to you. 

The CHarrmMan. Go ahead. 

Mr. Percy. I have enjoyed very, very much being with you. This 
is my first experience with a congressional committee or with Congress 
in any way. May I make only a facetious comment that you, sir, owe 
me a Thanksgiving dinner. I was mustered out of the Navy in 
Memphis, Tenn., and I arrived there Wednesday night before Tennes- 
see decided they would not observe the Thanksgiving on the day that 
President Roosevelt said we should. 

I flew back to Chicago and went back to work the following Monday, 
and they had already had Thanksgiving. So I was never in a State in 
the United States in 1945 where there was Thanksgiving. Someday, 
sir, I would like to collect that Thanksgiving dinner from you. 

The CHarrMan. We thank you for your appearance and the very 
helpful information you have given the committee. 

Mr. Curtis. Mr. Chairman? 

The Cuarrman. Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. Mr. Percy, I would like to ask you a line of questions 
that I have been asking other witnesses. 

Apparently, from your statement, I gather the impression that as 
long as dollars got into these other countries abroad, that, in itself, 
would enable them to build a domestic market. To me, the real 
problem involved here is whether or not dollars getting into a foreign 
country actually will get into the hands of the people of that country, 
so that they do build a domestic market. 

To illustrate that, if you had, for example, sweatshop labor in a 
country, and a certain group were the ones that were benefiting by that 
particular operation, or if it were actually the political government of 
that country, there would then be a question. In other words, we have 
a great many standards that we impose by Federal statutes as well as 
by State statutes that affect health, the way things are manufactured, 
that have to do with management organizations—to wit, our anti- 
trust laws and so forth—and we request our producers to operate under 
those regulations. Many of them are quite costly. 

Then to pose the problem specifically, it is possible, and it has 
occurred, where American capital, in order to avoid these standards 
that have been imposed in this country, has gone into a country where 
these standards are not imposed, and proceeded to operate and then 
sell into the great American domestic market. 

The question that I am posing is: Do you think that that either bene- 
fits the United States as far as creating friends among the peoples of 
that country, or furthers our ideas of combating communism? 

My suggestion is that we probably are hurting our reputation 
abroad. I suspect from that very thing stems some of the reasons we 
do not have as many friends as we wish to have. 

Mr. Percy. Mr. Curtis, the question of our friendships abroad is a 
pretty complicated one. We are not very good in making friends 
abroad. I travel a great deal because I am interested in our foreign 
policy. Your question as to whether or not we will be sure that the 
dollars the people get, the manufacturers get, from our product, will 
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come back, I think can be best illustrated by just looking at the 
American dollar. 

On the back of it, there is an American eagle, but in many respects 
we should consider that this is nothing but a homing pigeon, because 
there is no place that I know of that ultimately an American dollar 
can be spent other than right here in the United States. 

Mr. Curtis. You are missing my point entirely, I am trying to 
take the same broad viewpoint that you have taken and others who 
have been advocating it. In other words, I am going to disregard 

Mr. Percy. Mr. Curtis 

Mr. Curtis. Can I get my point across so that you may answer 
what I have in mind? 

Mr. Percy. Is your point that friendship would follow? 

Mr. Curtis. No, sir. My point is this: that if actually, we are 
encouraging sweatshop labor, just to illustrate it, abroad, are we, 
indeed, helping ourselves and helping the fight against communism, 
if that were what we were really doing. Then I have a question 
concerning that. May I continue this? 

Your presentation, and the presentation of these witnesses in the 
past week, has been self-criticism of the United States. I am very 
happy we do criticize ourselves. But there has been almost a com- 
plete disregard for the fact that these alleged friends of ours abroad do 
not have these standards that they impose for their people. Many 
of eae are some of the rottenest dictatorships that ever came down 
the pike. 

We are certainly not helping things if we encourage that sort of 
situation. 

There is no reference in your statement, or anybody else’s, as to the 
trade barriers set up by these other countries. That is what I am 
trying to get. 

Mr. Percy. Could you give to me a specific country where you 
feel this condition exists? 

Mr. Curtis. Well, sir; you have traveled abroad. I do not want 
to pick one out. 

Mr. Percy. I would rather you give me the country, and if I have 
been there and visited their factories and plants, maybe I can then 
answer your question. 

Mr. Curtis. The only reason I can give you, I might say, for not 
identifying a country, is that I do not like to pick out horrible ex- 
amples, and, further, I do not know what the repercussions would 
be in our relations with that country if I did so. 

We could refer generally to Central and South America. I cer- 
tainly should not have to illustrate to a person as well traveled as 
you are the fact that there is labor exploitation throughout the 
world, and in many of these alleged free countries, and also that the 
political governments of many of these countries are complete dictator- 
ships. 

Mr. Percy. I will take two illustrations, then, to try and answer 
the question. In Italy, we have a situation where I have visited 
many factories, and have told the factory managers I was ashamed 
to go through the plants with them. The proud Italian worker is 
a very subservient person when the factory manager goes through. 
If the workers with whom I am associated at the Bell & Howell Co. 
looked at me the way they looked at us going through those plants, 
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I do not think I would have the courage to go into the plant. There 
is a great deal of exploitation of labor there. 

But taking the Italian situation, I would like to see Italians really 
compete with us. They have so much relative inefficiency, as the 
Government attempts to subsidize each of these businesses as they 
fail on their own, and pick them up by their own bootstraps, that 
they are burdening themselves down in their own red tape. 

I could give you a dozen illustrations of the way that is occurring. 

Take Germany. Germany was very low paid and has been relative 
to our standards. But it is a relatively freer economy now. As 
Germany does more business abroad, the pressure of labor to get its 
fair share becomes insurmountable, and they strike—as they did 
some time ago—and they get their increase. The pressure, as people 
do better, is brought forward. They want their share in it. 

If, of course, it only goes to a few at the top, we are not accomplish- 
ing our purpose, and we are not helping, actually and truly, that 
nation. 

I agree with you. It is up to us to attempt to encourage them, 
That is really the purpose of my mission to Italy, to try and convince. 
I talked to almost every top industrialist down there. My mission 
was to try and convince them that in their own selfish interest they 
had to split a part of their pie, that they were getting, wider among 
their people, and create a home market and pay them more. 

Mr. Curtis. I could not agree with you more. In fact, I thought 
that you must feel that way. That is why I posed the question. 
Certainly, in our reciprocal trade agreements as we make them, if 
there is a disregard for the standards we have imposed, or if we have 


a earopene for those standards we have imposed by law, in negotiating 


with these countries, we can actually be assisting the exploitation 
of labor. 

That is why I think it is most important that the Congress, in 
delegating this authority that you think we should delegate to the 
Executive, possibly should have something to say about these 
standards. 

It would seem to me that you businessmen should be concerned 
about these high standards, too, and in tearing down all barriers 
some attention should be paid to what those barriers are there for. 

Some of them may be actually health matters, as in the manufacture 
of cheese and dairy products. 

Mr. Percy. You could not be more correct. If our policies en- 
courage further exploitation, it would be foolish for us to move in. 
But I do believe we are intelligent enough that our position is right 
enough, that we can convince them to change their philosophy on 
this particular point. In fact, we can do it in bargaining agreements. 

Mr. Curtis. I would feel a lot better about that if, in the past 
week, and if in your statement, there had been some regard for it, 
and if, in the past week, the people who had been advocating H. R. 1 
had paid a little bit of attention to this situation with the friends 
abroad that we love to talk about. 

As I have witnessed it, there has been no attention paid to it. 
I am becoming more and more convinced that the Congress itself is 
going to have to say something about it, lest we do disregard it. 

Mr. Percy. I think if we set an example that is good and right, I 
think others will copy us. I was quite amazed to find in going ‘down 
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Italy, down their toll roads, every 20 feet a huge big billboard, ad- 
vertising steam engines, locomotives, steel plants, turbine engines. 
I asked some sophisticated Italian industrialist driving me why they 
advertised on billboards such products. They said, ‘“We have learned 
that from you Americans. After all, look at Coco-Cola. This is the 
way they sell their products.” 

It is quite amazing the way they may fear us, may hate us, but 
the one thing they have respect for is the economic system of ours. 
They may find a dozen reasons why it will not work, but then they 
will turn around and start to emulate the success of it. 

This is illustrative of how far they go to try to find this American 
way of life that gives us such great life. 

Mr. Curtis, There are many peoples of this world that apparently 
do not know our ways or for some reason or another are not emulating 
our ways. The number of countries behind the Iron Curtain seems 
to have increased in the past few years rather than diminished. 

The Cuarrman, We thank you for your appearance and the 
helpful information given the committee. 

The Chair is advised that Mr. Carey has another appointment he 
had before his appearance here was listed, and that Mr. Patterson 
has agreed to exchange places with him on the calendar. 

Mr. Carey, please, would you come forward? 

Mr. Carey is secretary-treasurer of the Congress of Industrial 
Organizations. 

We are glad to have you. Would you please give your name, ad- 
dress, and the capacity in which you appear? 


STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, THE 
CONGRESS QF INDUSTRIAL ORGANIZATIONS, WASHINGTON, 
D. C. 


Mr. Carry. | am James B. Carey, the secretary-treasurer of the 
Congress of Industrial Organizations, and president of the Inter- 
national Union of Electrical, Radio, and Machine Workers, CIO. 
Our office headquarters is 718 Jackson Place, Washington, D. C. 

The CuarrmMan. You are recognized, Mr. Carey, and may present 
your prepared statement without interruption. 

Mr. Carey. The Congress of Industrial Organizations has repeat- 
edly appeared before congressional committees in support-of the re- 
ciprocal trade agreements program. I appeared in 1945, again: in 
1947, 1949, and 1951, and other CIO representatives have also ap- 
peared. I am pleased, therefore, to come before this committee once 
a rain, this time to urge support for H. R. 1, introduced by the Honor- 
able Jere Cooper, the eminent chairman of this committee. 

I shall also direct the committee’s attention, during the course of my 
testimony, to H. R. 2386, introduced by Congressman Eberharter, 

ecause it should be considered as a companion measure to H. R. 1. 


H. R. 1— 
as Congressman Cooper pointed out when he introduced the bill— 


continues the program so ably started by his “great fellow Tennessean,” the 
Honorable Cordell Hull * * * . I am convinced— 


Congressman Cooper went on to say— 


[that] the predictions made by Mr. Hull as to the contributions which this program 
would make to the economic prosperity, security, and welfare, not only of our 
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country but of the other countries which trade with us under the impetus of re- 
ciprocal trade agreements, have been fully proved. 


The reciprocal trade agreements program recognizes that times are 
changing. It was designed to meet the world’s shifting foreign-trade 
needs. As an example of these changes, let us look at the different 
patterns in the United States trade picture: During the past century, 
America has changed from a Nation which mainly exported raw and 
crude materials and imported manufactured goods to one which im- 
ports vast quantities of raw materials and exports a large proportion 
of its own manufactured products. 

As a Nation, we are dependent upon the imports of essential raw 
materials. Without them, many of our basic industries could not 
operate successfully. Production and employment would fall, with 
consequent, serious economic repercussions. 

We must also remember that many raw materials come from the 
underdeveloped or lesser-developed countries of the world, areas 
threatened by the Soviet sphere of influence. If they were under 
Soviet control, our industries would be hard pressed to continue full 
production and, in many instances, to continue production at all. 

On the other hand, on the export side, many of our industries are 
dependent for survival upon the exports of reasonable amounts of 
their own production. 

Many workers in key industries, such as auto, steel, electrical 
products, and machinery are dependent for their jobs on the exports 
of products manufactured in their plants. 

Agricultural exports are also important to a stable economy in this 


country, and changes in the balance of agricultural exports can have 
serious effects. 


Countries abroad need to have dollars to buy the many products 
we need to sell. Other countries should have reasonable trade bal- 
ances so that their economies will not be weakened and will grow 
strong soough to resist pressures that result from changes in the 


international scene. 

They must also be able to resist the threat of Communist aggression. 
Their standards of living must be improved. We know that world 
prosperity is not a one-way street. 

The United States cannot pick and choose and deal only in the 
items that we need to import and export. Instead, the United States 
must engage in gradual, continual, and, in many instances, reciprocal 
reduction of the barriers to international trade. Reciprocal trade is 
essential for the maintenance of production in many of our own basic 
industries and equally essential for the preservation of sound inter- 
national relations with our allies. Improved economic well-being of 
the countries throughout the world is one means by which Commu- 
nist aggression can be stopped. 

Economie well-being and improved international trade relations go 
hand in hand. 

For these reasons, we are happy to support H. R. 1, which will 
extend and continue the Hull reciprocal trade program. 

The Congress, however, must remember that the enactment of 
H. R. 1, and the carrying out of the recommendations contained 
therein by the executive department of the Government, will not, in 
themselves, solve all of the trade problems affecting many of the 
countries throughout the world. 
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Reduction of trade barriers by the United States is not a panacea. 
It will help. But there are many aspects to the problem of improving 
international trade which look toward the eventual balance of trade, 
convertibility of currency, and all the concomitant factors. 

Even with the adoption and implementation of H. R. 1, many 
steps must be taken by the countries throughout the world if trade 
is to be reestablished on a sound basis. 

For example, (1) Europe must eliminate the inter-European barriers 
to trade; (2) wage standards and living conditions of peoples through- 
out the world must be improved; (3) Europe must develop mass 
markets for her products. The relationship between improved stand- 
ards of living and the development of mass markets is quite obvious; 
(4) a code of international fair labor standards designed to reduce 
unfair competition must be developed; (5) the development of under 
and lesser developed countries must be extended. They are potential 
markets for production of both Europe and the United States; (6) 
investment abroad must be improved and promoted; (7) the develop- 
ment of a more extensive system of tricornered trade between the 
United States, the European continent, and the lesser developed 
countries of the world should be extended. 

The combination of these factors, along with reduced trade barriers 
in the United States, will tend to develop healthy world markets and 
sound international trade. The United States must continue to 
exert leadership not only through our enactment of H. R. 1 and the 
extension of the reciprocal trade program, but also in the seven areas 
I have just mentioned. 

With the adoption of H. R. 1, problems will develop for some 
American workers in certain industries and communities. But let 
me make our position perfectly clear. We do not oppose a liberalized 
trade program, because injury or threat of injury may affect certain 
segments of American production. 

On the contrary, we say, ‘Alleviate the injury or threat of injury 
by some method other than increasing the duty. Don’t cut off your 
nose to spite your face.” 

If other steps are taken, it will be possible to take care of the threat 
of injury to American workers and industrial enterprises at the same 
time that expanded trade strengthens the economies of many countries 
throughout the world in their struggle against Communist aggression. 

We are fully cognizant of the fact that in many industries increased 
imports will not result in injury or threat of injury. However, in 
some specific cases, United States domestic industries, communities 
and workers may be unfavorably affected by certain increased im- 
ports into the United States. 

This concerns us for many reasons, because, if we were to be com- 
pletely self-centered in our approach to the problem of trade, we should 
have _ the immediate, and not the long-term needs of our people 
in mind. 

We do not propose to be shortsighted or self-centered. We are 
aware that the long run is made up of a series of short runs. A long- 
term good does not have to mean a short-run evil. We think that it 
is possible to lessen hardship that may befall individual workers, 
industrial enterprises, and communities during the transitional period, 
while the short runs are becoming the long run. 
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We are proud of the CIO slogan, “‘What’s good for America is good 
for the CIO.” We are convinced that the promotion of international 
trade is good for America, and, therefore, good for the CIO. 

Under the present rules and regulations of the reciprocal-trade 
program, however, it is not possible to ameliorate the effects of some 
of the short-run problems. For example, confronted with the problem 
of displaced workers as a result of imports in a particular industry in 
the United States, the only recourse available is to ask the United 
States Tariff Commission, under the terms of the escape clause, to 
recommend to the President of the United States that former trade 
concessions to other countries be partially or completely reduced. 

Once the President receives aa a recommendation from the Tariff 
Commission, he has only two alternatives under the present law: (1) 
To reject the Tariff Commission’s recommendations and send his 
reasons to Congress, or (2) to accept the recommendation and increase 
the duty—with all the consequent effects on international relations. 
The present law thus creates an impossible choice between two evils, 
one for the short run and one for the long run, and, in some cases, 
for both. 

We think that it would be possible to give the President a third 
alternative, an opportunity to start machinery rolling to ameliorate 
a short-run i injury resulting from increased imports. 

Let us examine two recent recommendations of the Tariff Com- 
mission, on which the President took action, to illustrate the point 
I have in mind. 

The President, in accepting the Tariff Commission’s recommenda- 
tion to increase the duty on importing watches, said that defense 
reasons necessitate the preserving of the skills of workers in our 
domestic watchmaking industries. 

The President, who wanted to maintain these jobs and skills of 
the watchmakers, decided that his choice was to raise the duty and 
thereby hope that the American watchmakers’ jobs would be pre- 
served. At best, the decision was a calculated risk. 

It presumed that the increased duty would reduce imports enough 
to permit American watches, made by American workers, to fill the 
gap in consumption. 

But, at the same time, the decision created antagonism in Europe 
toward the United States trade policy. American prestige suffered. 
Furthermore, United States exports to Switzerland may suffer if 
Swiss dollar resources are reduced as a result of the loss of the sale 
of watches in the United States. 

On the other hand, the President could have rejected the increase 
in duty on Swiss watches and preserved the jobs of the United States 
watchmakers by maintaining essential military orders. This pro- 
cedure would have had the combined advantage of permitting the 
United States to be assured of preserving skills and jobs, as well as 
maintaining American exports to Switzerland, to say nothing of 
continuing the good will of our allied trading nations. 

From subsequent developments, it is not yet clear whether watch- 
makers’ jobs have been assured. However, if the step was essential 
for preserving skills for American defense, as the President indicated, 
this purpose could have been accomplished with greater surety by 
maintaining military orders. 
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_ If the President had additional authority, such as that contained 
in H. R. 2386, which I shall discuss shortly, he would have been able 
to handle the Swiss watch problem to the advantage of both American 
workers and producers as well as our allies. 

The second case in point is that of lead and zinc. Here the Tariff 
Commission also recommended an increase in duty, but the President 
rejected it. In spite of rejecting the increase, the President made 
statements similar to those in the Swiss watch decision, that it was 
essential to preserve the jobs and skills of the domestic nonferrous 
metal miners. 

In order to accomplish this purpose, he suggested that the stock- 
piling program be reexamined and that the defense mobilization needs 
for lead and zinc be reexamined with a view toward maintaining levels 
of supply consistent with the mobilization base. 

In both cases, the President wanted to preserve the workers’ skills, 
But in one instance, he decided to take the route of increasing the 
duty, and in the other he decided to take the route of rejecting an 
increase in duty but recommending an increase in the stockpiling pro- 
gram of these raw materials. 

We in the CIO believe that the President should have rejected the 
Tariff Commission’s recommendation in both instances, and that he 
would not have been confronted with such a dilemma if he had had 
available to him methods of granting adjustment and assistance to 
workers, industrial enterprises and communities, as provided for in 
H. R. 2386. 

It is quite clear that the United States cannot close its eyes to the 
changing employment patterns resulting from increased world trade. 
These patterns will eventually lead to restrictive trade practices in 
the United States unless something is done in the interim period to 
handle the short-run problems resulting from increased import trade. 

We, therefore, propose that this committee consider not only 
H. R. 1, but also simultaneously consider H. R. 2386, introduced by 
Congressman Eberharter. 

_ The bill is called the Trade Adjustment Act of 1955. Its purpose 
is— 

to provide assistance to communities, industries, business enterprises, and indi- 
viduals to facilitate adjustments made necessary by the trade policy of the 
United States. 

This bill carriers out the proposals contained in a report to the 
President by the Public Advisory Board for Mutual Security in Feb- 
ruary 1953, called a trade and tariff policy in the national interest, 
Bell committee report. As a member of the Public Advisory Board, 
I was happy to have the Board accept the recommendation for such 
a proposal. 

The same recommendations were further elaborated in the Randall 
Commission report by Mr. David J. McDonald, president of the 
United Steelworkers of America-CIO and a public member of the 
Commission on Foreign Economic Policy, Randall Commission. 

Chapter 9 of the Bell committee report, adjustment to increased 
imports, deals with the entire problem, and it makes specific recom- 
mendations as to what ought to be done to adjust domestic hard- 
ships to the import problem. Mr. McDonald, as a public member of 
the Randall Commission, attempted to get that body to carry out the 
general adjustment program. Failing to secure its concurrence, he 
inserted it into the report as his recommendation. 
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I should like to summarize for you the major provisions of the 
Trade Adjustment Act of 1955, as introduced by Congressman Eber- 
harter, H. R. 2386. 

I should like to point out at the very outset, however, that there 
are no direct subsidies involved in this bill. It is not proposed that 
the Government subsidize American industries or American workers 
or American communities as a result of injury from tariff policy. 

It is proposed that the Government assume some responsibilities 
to help workers, industrial enterprises, and communities to adjust to 
the problems created by increased imports. 

The bill, H. R. 2386, is designed to accomplish this purpose. The 
theory behind it is that if by Government decision tariffs are reduced 
and the reduction causes or threatens to cause serious injury, then 
it should be by Government decision and action that some aid, 
assistance, and adjustments are offered. 

Prof. Jacob Viner, a well-known American economist and an 
authority on trade policy, in discussing the proposal of Mr. McDonald 
as originally written in the Randall Commission report, had this to 
say: 

This is an interesting proposal, although the idea of compensating for the 
damage done by legislative reform or change is not new. According to some 
historians, the abolition of slavery in the British Empire came a generation 
sooner than it would have otherwise because the Government gave generous 
compensation. Similarly, the British temperance movement in the 1870’s and 
1880’s was able to reduce the opposition because the Government reduced the 
number of liquor licenses by buying up those it regarded as in excess at a fair 
appraisal of their market value before the new legislation. The lesson I draw 


from this is that one of the arguments for compensation is not merely the equity 
of it but also that it makes reform possible by diminishing opposition. 


I should like, in closing my testimony, to reemphasize the last 
thought of Professor Viner, that this proposal on adjustment policy 
makes ‘“reform’’—that is, liberalized trade policy—possible by 
diminishing the opposition which arises n many circles toward reduced 
tariff barriers. 

We are convinced that this committee must help find answers to 
the problem of how we can continue international trade and not 
simultaneously do permanent, serious harm or injury to American 
workers, industrial enterprises and communities. 

Unless this committee gives serious consideration to this problem, 
simultaneously with recommending approval of H. R. 1, our inter- 
national trade relations, over the long run, will deteriorate. 

On the other hand, if the committee is also able to recommend 
approval of H. R. 2386, along with H. R. 1, we feel confident that an 
important stride forward will have been made in resolving many of 
the trade problems confronting the United States. Solutions to this 
growing and pressing problem of injury to certain groups of American 
workers, industrial enterprises and communities must be found. 

If solutions cannot be found, we are bound to move backward in 
the field of international trade, a direction we cannot afford to take. 

The CuarrMan. Does that complete your statement, Mr. Carey? 

Mr. Careny. Mr. Chairman, may I put the complete statement 
into the record? 

The Cuarrman. Without objection, your complete statement will 
be included in the record. 

(Statement referred to follows:) 
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STaTEMENT BY JAMES B. Carry, SECRETARY-TREASURER OF THE CONGRESS OF 
INDUSTRIAL ORGANIZATIONS, PREsIDENT, IUE-CIO, January 24, 1955 


The Congress of Industrial Organizations has repeatedly appeared before 
congressional committees in support of the reciprocal trade a ents program. 
I appeared in 1945, again in 1947, 1949, and 1951, and other CIO representatives 
have also appeared. I am pleased, therefore, to come before this committee once 
again, this time to urge support for H. R. 1, introduced by the Honorable Jere 

ooper (Democrat, Tennessee) the eminent chairman of this committee. I shall 
also direct the committee’s attention, during the course of my testimony, to H. R. 
2396, introduced by Congressman Eberharter (Democrat, Pennsylvania), because 
it should be considered as a companion measure to H. R. 1. 

H. R. 1, as Congressman Cooper pointed out when he introduced the bill, 
continues the program so ably started by his “ t fellow Tennessean, the 
Honorable Cordell Hull. * * * I am convinced.” Commiensoiee Cooper went on 
to say,“[that] the predictions made by Mr. Hull as to the contributions which 
this program would make to the economic prosperity, security, and welfare, not 
only of our country but of the other countries which trade with us under the 
impetus of reciprocal trade agreements, have been fully proved.” 


SHIFTS IN UNITED STATES EXPORTS AND IMPORTS 


The reciprocal trade agreements program recognizes that times are changing: 
It was designed to meet the world’s shifting foreign trade needs. As an example 
of these changes, let us look at the different patterns in the United States trade 
picture: During the past century, America has changed from a Nation which 
mainly exported raw and crude materials and imported manufactured goods to 
one which imports vast quantities of raw materials and exports a large proportion 
of its own manufactured products. Estimates in June 1952, by the President's 
Materials Policy Commission, better known as the Paley Commission, show that 
more than a century ago, in 1820, we imperted 12 percent of the crude materials 
and 55 percent of the manufactured goods consumed in this country. In the 
1946-50 period, however, we imported 5 percent of the crude materials and 20 
percent of the manufactured goods used in domestic consumption. Exports have 
also shifted: In 1820, 70 percent of the crude materials and 5 percent of the 
manufactured goods peomeces in this country were exported. Between 1946 and 
.1950, 25 percent of America’s exports was of crude materials and 55 percent of 
manufactured products. 

As a nation, we are dependent upon the imports of essential raw materials. 
Without them, many of our basjc industries could not operate successfully. 
Production and employment would fall, with consequent, serious economic 
repercussions. 

For example, how long could we continue production without natural rubber, 
industrial diamonds, tin, chrome, nickel, mica sheet, to mention a few obvious 
examples? We import over 95 percent of our total consumption of these products, 
Some of these materials, such as nickel, are imported from countries as close as 
Canada, but the major portion of our chrome comes from Turkey, natural rubber 
from Malaya, diamonds from Africa. These imports are vital to our survival as 
a manufacturing nation, to our progress as an industrial nation, and to our very 
existence as a free nation. 

Many of our foodstuffs, used in the daily diet of the average American are 
imported in quantity. Coffe, tea, bananas, sugar, pepper, pineapples and choco- 
late are stone items on America’s grocery shelves. Each of them is imported 
in huge quantities from other nations. 

We must remember that many raw materials come from the underdeveloped or 
lesser-developed countries of the world, areas threatened by the Soviet sphere of 
influence. If they were under Soviet control, our industries would hard 
pressed to continue full production and, in many instances, to continue production 
at all. 

On the other hand, on the export side, many of our industries are dependent for 
survival upon the exports of reasonable amounts of their own production. Many 
workers in key industries, such as auto, steel, electrical products and machinery 
are dependent for their jobs on the exports of products manufactured in their 
plants. In 1952, 13 percent of agricultural machinery production went abroad, 
23.3 percent of the tractors produced were exported; 13.3 percent of the motor 
trucks, 3.9 percent of the passenger cars, 6.3 percent of the rolled-steel products of 
the United States went to other nations of the world. During that year, over 
2 million workers were totally dependent upon exports for their jobs, and the 


ea era 





TRADE AGREEMENTS EXTENSION 659 


industries involved were dependent upon exports for a considerable percentage of 
their sales and profits. The latest available estimate shows that 7 percent of the 
employees in nonagricultural establishments of the United States were dependent 
on exports for employment in 1952. 

Agricultural exports are also important to a stable economy in this country, 
and changes in the balance of agricultural exports can have serious effects. 

Countries abroad need to have dollars to buy the many products we need to 
sell. Other countries should have reasonable trade balances so that thei: economies 
will not be weakened and will grow strong enough to resist pressures that result 
from changes in the international scene. They must be able to resist the threat 
of Communist aggression. Their standards of living must be improved. We 
know that world prosperity is not a one-way street. 

The United States cannot pick and choose and deal only in the items that we 
need to import and export. Instead, the United States must engage in gradual, 
continual, and, in many instances, reciprocal reduction of the barriers to inter- 
national trade. Reciprocal trade is essential for the maintenance of production 
in many of our own basic industries and equally essential for the preservation of 
sound international relations with our allies. Improved economic well-being of the 
countries throughout the world is one means by which Communist aggression 
can be stopped. Economic well-being and improved international trade relations 
go hand in hand. 

For these reasons, we are happy to support H. R. 1, which will extend and 
continue the Hull reciprocal trade program. 


RECIPROCAL TRADE AGREEMENTS ONLY ONE PART OF BROADER BALANCED TRADE 
PICTURE 


The Congress, however, must remember that the enactment of H. R. 1 and the 
carrying out of the recommendations contained therein by the executive depart- 
ment of the Government will not; in themselves, solve all of the trade problems 
affecting many of the countries throughout the world. 

Reduction of trade barriers by the United States is not a panacea. It will help. 
But there are many aspects to the problem of improving international trade which 
look toward the eventual balance of trade, convertibility of currency, and all the 
concomitant factors. 

Even with the adoption and implementation of H. R. 1, many steps must be 
taken by the countries throughout the world, if trade is to be reestablished on a 
sound basis. 

For example, (1) Europe must eliminate the inter-European barriers to trade; 
(2) wage standards and living conditions of peoples throughout the world must 
be improved; (3) Europe must develop mass markets for her products. The 
relationship between improved standards of living and the development of mass 
markets is quite obvious; (4) a code of international fair labor standards designed 
to reduce unfair competition must be developed; (5) the development of under- 
and lesser-developed countries must be extended. They are potential markets for 
production of both Europe and the United States; (6) investment abroad must be 
improved and promoted (we will have more to say on this problem when this 
committee considers the recommendation of President Eisenhower in the field of 
taxation as it applies to foreign investment) ; (7) the development of a more exten- 
sive system of tricornered trade between the United States, the European continent 
and the lesser-developed countries of the world should be extended. 

The combination of these factors, along with reduced trade barriers in the 
United States, will tend to develop healthy world markets and sound international 
trade. The United States must continue to exert leadership not only through 
our enactment of H. R. 1 and the extension of the reciprocal trade program, 
but also in the seven areas I have just mentioned. 


TRADE EFFECTS ON DOMESTIC ECONOMY 


With the adoption of H. R. 1, problems will develop for some American workers 
in certain industres and communities. But let me make our position perfectly 
clear. We do not oppose a liberalized trade program, because injury or threat of 
injury may affect certain segments of American production. On the contrary, 
we say, ‘‘Alleviate the injury or threat of injury by some method other than 
increasing the duty. . Don’t cut off your nose to spite your face.’’ If other steps 
are taken, it will be possible to take care fo the threat of injury to American 
workers and industrial enterprises at the same time that expended trade 
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strengthens the economies of many countries throughout the world in their 
struggle against Communist aggression. 

We are fully cognizant of the fact that in many industries increased imports 
will not result in injury or threat of injury. However, in some specific cases, 
United States domestic industries, communities and workers may be unfavorably 
affected by certain increased imports into the United States. This concerns us 
for many reasons, because, if we were to be completely self-centered in our 
approach to the problem of trade, we would have only the immediate, and not 
the long-term needs of our people in mind. 

We do not propose to be shortsighted or self-centered. We are aware that the 
long run is made up of a series of short runs. A long-term good does not have to 
mean a short-run evil. We think that it is possible to lessen hardship that may 
befall individual workers, industrial enterprises, and communities during the 
transitional period, while the short runs are becoming the long run. We are 
proud of the CIO slogan, ‘‘What’s good for America is good for the CIO.” We 
are convinced that the promotion of international trade is good for America and, 
therefore, good for the CIO. 

Under the present rules and regulations of the reciprocal-trade program, 
however, it is not possible to ameliorate the effects of some of the short-run 
problems. For example, confronted with the problem of displaced workers as a 
result of imports in a particular industry in the United States, the only recourse 
available is to ask the United States Tariff Commission, under the terms of the 
escape clause, to recommend to the President of the United States that former 
trade concessions to other countries be partially or completely reduced. 

Once the President receives such a recommendation from the Tariff Commission, 
he has only two alternatives under present law: (1) To reject the Tariff Commis- 
sion’s recommendation and send his reasons to Congress, or (2) to accept the 
recommendation and increase the duty—with all the consequent effects on inter- 
national relations. The present law thus creates an impossible choice between 
2 evils, 1 for the short run and 1 for the long run, and, in some cases, for both. 

We think that it would be possible to give the President a third alternative, 
an opportunity to start machinery rolling to ameliorate a short-run injury resulting 
from increased imports. 

Let us examine two recent recommendations of the Tariff Commission, on which 
the President took action, to illustrate the point we have in mind: 


SWISS WATCH DECISION 


The President, in accepting the Tariff Commission’s recommendation to increase 
the duty on importing watches, said that defense reasons necessitate preserving 
the skills of workers in our domestic watchmaking industries. The problem 
confronting the President and the Tariff Commission was one in which we, as 
representatives of workers, had a great deal of interest—the problem of preserving 
the jobs and skills of workers who were essential to our national defense. 

The President, who wanted to maintain these jobs and skills of the watchmakers, 
decided that his choice was to raise the duty and thereby hope that the American 
watchmakers’ jobs would be preserved. At best, the decision was a calculated 
risk. It presumed that the increased duty would reduce imports enough to 
permit American watches, made by American workers, to fill the gap in consump- 
tion. 

But, at the same time, the decision created antagonism in Europe toward the 
United States trade policy. American prestige suffered. Furthermore, United 
States exports to Switzerland may suffer if Swiss dollar resources are reduced as 
a result of the loss of the sale of watches in the United States. 

On the other hand, the President could have rejected the increase in duty on 
Swiss watches and preserved the jobs of the United States watchmakers by 
maintaining essential military orders. This procedure would have had the 
combined advantage of permitting the United States to be assured of preserving 
skills and jobs, as well as maintaining American exports to Switzerland, to say 
nothing of continuing the goodwill of our allied trading nations. 

But, instead, the President took the calculated risk of raising the duty in the 
hope that this action might—and I emphasize ‘“‘might’’—preserve the jobs and 
skills of United States watchmakers. 

From subsequent developments, it is not yet clear whether watchmakers’ jobs 
have been assured. However, if the step was essential for preserving skills for 
American defense, as the President indicated, this purpose could have been 
accomplished with greater surety by maintaining military orders. 





— 


ee a i 


waa eS SS Ue 


plate oo tna toe 


TRADE AGREEMENTS EXTENSION 661 


If the President had additional authority, such as that contained in H. R. 
2386, which I shall discuss shortly, he would have been able to handle the Swiss 
watch problem to the advantage of both American workers and producers as 
well as our allies. 

LEAD AND ZINC DECISION 


The second case in point is that of lead and zine. Here the Tariff Commission 
also recommended an increase in duty, but the President rejected it. In spite 
of rejecting the increase, the President made statements similar to those in the 
Swiss-watch decision—that it was essential to preserve the jobs and skills of 
the domestic nonferrous metal miners. In order to accomplish this purpose, he 
suggested that the stockpiling program be reexamined and that the defense 
mobilization needs for lead and zine be reexamined with a view toward main- 
taining levels of supply consistent with the mobilization base. 

In both cases, the President wanted to preserve the workers’ skills. But in 
one instance, he decided to take the route of increasing the duty, and in the 
other, he decided to take the route of rejecting an increase in duty but recom- 
mending an increase in the stockpiling program of these raw materials. 

We in the CIO believe that the President should have rejected the Tariff Com- 
mission’s recommendation in both instances, and that he would not have been 
confronted with such a dilemma if he had had available to him methods of 
granting adjustment and assistance to workers, industrial enterprises and com- 
munities, as provided for in H. R. 2386. 


ADJUSTMENT PROGRAM 


It is quite clear that the United States cannot close its eves to the changing 
employment patterns resulting from increased world trade. This does not mean 
that we should stop trade or increase American duty on imports. It does mean, 
though, that such changing employment patterns will eventually lead to restric- 
tive trade practices in the United States unless something is done in the interim 
period to handle the short-run problems resulting from increased import trade. 

We, therefore, propose that this committee consider not only H. R. 1, but 
also simultaneously consider H. R. 2386, introduced by Congressman Eberharter 
(Democrat, Pennsylvania). Similar bills have been introduced by Congressmen 
Williams (Democrat, New Jersey) and Donohue (Democrat, Massachusetts). 
In the last session of Congress, Senator Kennedy (Democrat, Massachusetts), 
Congressmen Eberharter (Democrat, Pennsylvania) and Williams (Democrat, 
New Jersey) introduced a similar bill. 

The bill is called the Trade Adjustment Act of 1955. Its purpose is ‘‘to provide 
assistance to communities, industries, business enterprises and individuals to 
facilitate adjustments made necessary by the trade policy of the United States.’ 

This bill carries out the proposals contained in a report to the President by 
the Public Advisory Board for Mutual Security in February 1953, called A 
Trade and Tariff Policy in the National Interest (Bell Committee report). As 
a member of the Public Advisory Board, I was happy to have the Board accept 
the recommendations for such a proposal. 

The same recommendations were further elaborated in the Randall Commission 
report by Mr. David J. McDonald, president of the United Steelworkers of 
America-CIO and a public member of the Commission on Foreign Economie 
Policy (Randall Commission). 

The first recommendation of the Bell Committee report reads as follows: 

“1. That decisions on trade policy be based on national interest, rather than 
the interest of particular industries or groups; that in cases where choice must be 
made between injury to the national interest and hardship to an industry, the 
industry be helped to make adjustments by means other than excluding imports— 
such as through extension of unemployment insurance, assistance in retraining 
workers, diversification of production, and conversion to other lines.” 

Chapter 9 of the Bell Committee report, Adjustment to Increased Imports, 
deals with this entire problem, and it makes specific recommendations as to what 
ought to be done to adjust domestic hardships to the import problem. Mr. 
McDonald, as a public member of the Randall Commission, attempted to get that 
body to carry out the general adjustment program. Failing to secure its con- 
currence, he inserted it into the report as his recommendation. 

While the Randall Commission did not coneur in Mr. MeDonald’s proposal, it 
is interesting to note some of the statements made by other members of the Com- 
mission. r. John H. Williams of Harvard University. another public member, 
said: “I could not subscribe, without much further study, to the details of Mr. 
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MeDonald’s statement, but I do sympathize with its general intent. As the 
report points out, however, it is part of a much broader problem, which I think 
deserves serious study by the administration.” 

Mr. Jesse Tapp, also a public member of the Commission, concurred in Mr. 
Williams’ statement. 

Mr. John Hay Whitney, another member of the Commission stated: ‘While 
not concurring with the program of labor adjustment outlined in Mr. McDonald’s 
statement, I do recognize the principle of governmental assistance for adjustment 
to changed economic conditions involving hardship on individual workers.” 

I should like to summarize for you the major provisions of the Trade Adjust- 
ment Act of 1955, as introduced by Congressman Eberharter (Democrat, Pennsyl- 
vania) H. R. 2386. I should like to point out at the very outset, however, that 
there are no direct subsidies involved in this bill. It is not proposed that the 
Government subsidize American industries or American workers or American 
communities as a result of injury from tariff policy. It is proposed that the 
Government assume some responsibilities to help workers, industrial enterprises, 
and communities to adjust to the problems created by increased imports. 

The bill, H. R. 2386, is designed to accomplish this purpose. The theory behind 
it is that if by Government decision tariffs are reduced and the reduction causes 
or threatens to cause serious injury, then it should be by Government decision and 
action that some aid, assistance, and adjustments are offered. 

The United States Tariff Commission would be required to continue to make its 
findings under the terms of the escape clause. Upon application from industry, 
the Tariff Commission proceeds to hold hearings to determine the extent of injury 
before invoking the escape clause. Once the Commission finds injury or the 
threat of injury, it recommends to the President that the tariff be increased. 

Under the present law, the President can decide either to accept the Tariff Com- 
mission’s findings of injury and thereby impose the recommendation, which would 
be an increase in duty, or to reject the findings completely. 

Under the Trade Adjustment Act of 1955, the President would be given one 
additional route to follow: He could accept the Tariff Commission’s finding of 
injury, but instead of imposing an increase in duty, he could recommend that pro- 
visions of the Trade Adjustment Act of 1955 take effect. 


These provisions recommend specific action for workers, industrial enterprises, 
and communities. 


For workers, it recommends the following: 

1. Supplementary unemployment compensation benefits up to two-thirds of 
weekly earnings for 52 weeks. 

2. Earlier (aged 60) retirement for recipients of old-age pensions under our 
social-securitv law. 

3. Retraining for new job opportunities. 

4. If necessary, transportation for entire families to new areas of employment. 

For industrial enterprises, it recommends the following: 

1. Loans through the Small Business Administration for the adjustment of 
such business enterprises and communities to economic conditions resulting from 
the trade policies of the United States. 

2. Appropriate departments and agencies of Government will supplv ‘‘technical 
information, market research or any other form of information and advice which 
might be of assistance in the development of more efficient methods of production 
and the development of new lines of production.” 

3. Accelerated amortization would be permitted business, industrial enterprises, 
necessarv for the ‘“‘* * * development of new or different lines of production by an 
eligible business enterprise or a more balanced economy in an eligible community.”’ 

Yommunities or industrial development corporations within the communities 
may apply for the following provisions of the act: 

1. Loans are available to communities and industrial development corporations 
on the same basis as thei: availability to business enterprises. 

2. Technical information, market research, and any other form of information 
and advice are available to the community on the same basis as to industrial 
enterprises, as long as such information is designed to develop a more balanced 
and diversified economy in the community. 

In order for any workers, industrial enterprises, or communities to benefit from 
the provisions of this act, they must receive a certificate of eligibility from the 
Trade Adjustment Board. The Board is to be appointed by the President and 
composed of five members from among the officers and employees of the executive 
branch of the Government. The Board determines eligibility and issues certifi- 
cates on the basis of the United States Tariff Commission’s report to the President. 


The Board is authorized to hold whatever hearings are necessary to make such 
determinations. 
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UNITED STATES TRADE POLICY MUST ADVANCE 


Professor Jacob Viner, a well-known American economist and an authority on 
trade policy, in discussing the proposal of Mr. McDonald as originally written in 
the Randall Commission report, had this to say: 

“‘This is an interesting proposal, although the idea of compensating for the dam- 
age done by legislative reform or change is not new. According to some historians, 
the abolition of slavery in the British Empire came a generation sooner than it 
would have otherwise because the Government gave generous compensation. 
Similarly the British temperance movement in the 1870’s and 1880’s was able to 
reduce the opposition because the Government reduced the number of liquor 
licenses by buying up those it regarded as in excess at a fair appraisal of their 
market value before the new legislation. The lesson I draw from this is that one 
of the arguments for compensation is not merely the equity of it but also that it 
makes reform possible by diminishing opposition.” 

I should like, in closing my testimony, to reemphasize the last thought of 
Professor Viner, that this proposal on adjustment policy makes reform—that is, 
liberalized trade policy—possible by diminishing the opposition which arises in 
many circles toward reduced tariff barriers. 

We are convinced that this committee must help find answers to the problem 
of how we can continue international trade and not simultaneously do permanent, 
serious harm or injury to American workers, industrial enterprises, and com- 
munities. Unless this committee gives serious consideration to this problem, 
simultaneously with recommending approval of H. R. 1, our international trade 
relations, over the long run, will deteriorate. 

On the other hand, if this committee is also able to recommend approval of 
H. R. 2386, along with H. R. 1, we feel confident that an important stride forward 
will have been made in resolving many of the trade problems confronting the 
United States. Solutions to this growing and pressing problem of injury to 
certain groups of American workers, industrial enterprises and communities 
must be found. If solutions cannot be found, we are bound to move backward 
in the field of international trade, a direction we cannot afford to take. 


The Cuarrman. We thank you for your appearance and the very 
helpful information given the committee. 

Are there any questions? 

Mr. Eseruarter. I have just a comment, Mr. Chairman. 

The CHatrman. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Exseruarter. I just wish to say to Mr. Carey that I think it 
is worthy of emphasis that so many of the persons who have studied 
this problem agree with the position taken by the CIO, such as 
Professor Viner, David McDonald, and the Bell committee report, 
and the others. 

I might call your attention, Mr. Carey, to the fact that the American 
Association of. University Women, when this was called to their 
attention, said that they were studying the subject, too, and they 
gave me the impression that they thought it was a solution. 

Also, the League of Women Voters of the United States of America 
indicated through their representative that while no official position 
had been taken with regard to H. R. 2386, they were favorably 
inclined to the principle as evolved in this particular bill. 

I think you have made a very fine contribution. Thank you 
very much. 

The Cuarrman. Are there any further questions? 

Mr. Sapuak. Mr. Chairman? 

a The Cuarrman. Mr. Sadlak, of Connecticut, will inquire, Mr. 
arey. 

Mr. Sapuak. Mr. Carey, does your organization have any locals 
among the workers in the watch industry? 

Mr. Carry. Yes, sir. In your State, sir, there are locals. 
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Mr. Sapiak. Do you also have locals who are employed in the 
wood-screw industry? 

Mr. Carey. Yes, sir. 

Mr. Sapuak. And in the bicycle industry? 

Mr. Carey. Yes, sir. And the photographic industry as well. 

Mr. Saptakx. Do you have locals in the optical instruments 
industry? 

Mr. Carey. Yes, sir. 

Mr. Sapiaxk. As you mention, I have them all in my district, and 
I am sure you know my district is the entire State of Connecticut. 

I would like to ask your comment, however, on a letter which I 
received dated January 11, from the office of the general secretary- 
treasurer of the Textile Workers Union of America, Mr. John Chupka. 
I think this is interesting, too, because you are the secretary-treasurer 
of the national organization and he is the general secretary-treasurer 
of one of your affiliates. 

Mr. Chairman, I will not insert the letter, but I would ask to insert 
the entire statement which accompanies the letter. 

The CHatrMan. Without objection, it is so ordered. 

(The statement referred to appears on p. 1781.) 

Mr. Sapuak. I will read the part of the letter and ask your comment, 
Mr. Carey. 


We are enclosing a copy of a statement we filed with the United States Tariff 
Commission in connection with the pending treaty negotiations with Japan. 
We are unalterably opposed to any reduction of ad valorem or specific rates on 
textile items. The attached brief provides the basic facts in support of our 
position. 


I might say the brief I read, submitted by Solomon Barkin, director 


of research, Textile Workers Union of America, CIO, dated December 
22, 1954, makes a very fine case. 


Our position stems from the serious dislocations and widespread unemployment 
in all regions in the textile industries. Further reductions in the tariff rates on 
textiles would invite a great flood of goods at reduced prices which will compound 


the unfortunate plight in which hundreds of thousands of textile workers find 
themselves. 


Then he expresses the hope that— 


We hope that we can count on your support for this program to exempt the 
textile industry from reductions in tariff rates in the forthcoming tariff agreement 
negotiations with Japan. 
Sincerely yours, 
JOHN CHUPKA. 

Will you tell me, Mr. Carey, how I should answer that inquiry of 
Mr. Chupka? Here you are, representing the overall organization, 
urging that we should cut down on the tariffs. On the other hand, 
I have a very large industry, one of your affiliates, which I am trying 
to help and work with, asking me to do everything to oppose it. 

Mr. Carey. The answer to that is that I think you should help 
them before the committee on reciprocity. That is why we have so 
strongly favored reciprocal trade programs. They provide oppor- 
tunities to deal item by item as well as nation by nation. 

That is why we are so vigorously for the reciprocal trade program, 
because it provides an opportunity to meet the specific problems of 
the textile workers as well as in other situations like those mentioned, 
of watchmakers and others. 
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I might say, however, that there are other things that must be done 
to assist the workers in the textile field in the State of Connecticut. 
I think the greater field that will be more fruitful in behalf of providing 
opportunity for employment for the textile workers than just by 
leaning so heavily in the field of raising tariffs is equally important. 

The textile workers union, like other unions, are interested in these 
other fields, to help and resolve problems. I say to you, sir, that the 
problems of the textile workers in Connecticut do not have all their 
root and evil in the field of international trade. 

Mr. Saptak. I can go along with that, Mr. Carey, but, of course, 
I, as their Congressman at Large, receive their letters, receive their 
complaints, and they attribute their present difficulty to the fact 
that it is the reciprocal trade agreements working that is putting them 
out of business. 

Mr. Carey. No, sir, they do not, and I can speak for the textile 
workers in that regard. They might attribute it to the extremely 
low wages paid in Japan. They might attribute it to the fact that 
there is the unfair competition that grows up. The largest part of the 
problem of the textile workers in Connecticut grows out of the unfair 
compeition that they receive right here in the United States: runaway 
operations, where local communities give concessions to textile manu- 
facturers to move their operations out of your State, Massachusetts, 
and other States, into other areas. 

The textile workers are not suggesting that we have State trade 
barriers in order to deal with those problems. But there are ways 
with which they can be dealt. 

One of them would be by raising the minimum wage in this Nation 
to no less than $1.25 an hour. That would be helpful to the textile 
workers in Connecticut. Other steps could be taken, such as the 
House resolution introduced by Congressman Eberharter in the 
House and by Senator Kennedy in the Senate. I believe Congress- 
man Williams of New Jersey joined with Congressman Eberharter. 
That would be an excellent way to provide a method by which you 
could reduce the opposition by American workers to the importation 
of goods and services. 

Mr. Sapiak. Of course, that would be in the future, Mr. Carey. 
It does not help them immediately, and their difficulty is now. 

Mr. Carey. Yes, sir; the immediate enactment of the House reso- 
lution introduced by Congressman Eberharter, H. R. 2386, would 
help them now. 

Mr. Saptaxk. Thank you. 

The Cuarrman. Are there any further questions? 

Mr. Esernarter. I will just say to Mr. Sadlak I hope he gets 
behind that resolution sateodiaead by me. 

Mr. Carey. If I may have a moment to mention this, we are con- 
cerned very much about the problems of industry in the States of 
Connecticut, Rhode Island, New York, New Jersey, Pennsylvania, 
and Massachusetts, particularly. We are hoping, Congressman, that 
the Governors of those 6 States, plus the Senators of those 6 States, 
will interest themselves in this problem that confronts American 
enterprise in their States and American workers in their States. 

If we set up that committee of 18 interested people, it just so happens 
there will be 9 Republicans on that committee and 9 Weptsernta. I 
would hope that they would look into this whole question. Either 
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the Secretary of Labor should sponsor such a conference, or the gover- 
nor of 1 of those 6 States. 

The Cuarrman. We thank you for your appearance, Mr. Carey, 
and the very helpful information given the committee. 

Mr. Carey. I appreciate the opportunity, and I do want to thank 
Mr Patterson for making it aaiile for me to appear now. 

The CuarnmMan. We appreciate Mr. Patterson’s kindness in ex- 
changing places with you. 

The Chair now wishes to state that the five ranking members of this 
committee, being members of the Joint Committee on Internal 
Revenue Taxation, will have to join the Senate members of the Joint 
Committee for a brief meeting in the committee room in the Capitol 
at 1:45. We hope to get back here just as near 2 o’clock as possible. 

The committee will now stand in recess until 2 o’clock. 

(Whereupon, at 12:35 p. m., the hearing was recessed, to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will be in order. 

Our next witness is Mr. Jere Patterson, president, International 
Advertising Association, New York. 

Come forward, please sir. 


STATEMENT OF JERE PATTERSON, PRESIDENT, INTERNATIONAL 
ADVERTISING ASSOCIATION 


Mr. Parrerson. In order to conserve the committee’s time, I have 
taken the liberty of having this screen erected and this lectern. I hope 
it will be agreeable to you to use it and I might also ask the Chair if 
the overhead lights may be dimmed, which will aid your visibility of 
the slides. 

The CuHarrMan. This is a new experience, so without objection—— 

Mr. Mason. If it simplifies and clarifies and shortens the testimony, 
that will be fine. 

The CHarrMANn. Very well. 

Mr. Parrerson. My name is Jere Patterson, and I am appearing 
before you in capacity of the president of the International Advertising 
Association. 

Over the past week and, in fact, on many and varied occasions you 
have carefully listened to and read a welter of conflicting opinions on 
the foreign economic policy of the United States. Statements pro 
and con, numbers such as H. R. 1 and H. R. 536, terms such as ‘‘peril 
points” and “escape clauses” and percentages varying from 5 to 50 
have all been brought to your attention in, I am sure, almost stagger- 
ing array. But in appearing before you today, on behalf of the In- 
ternational Advertising Association, of which I am president, I do not 
intend to grind the sharp ax of controversy and pile figure upon 
figure and opinion upon opinion. I do not hacaune I earnestly be- 
lieve that extension of the Trade Agreements Act, United States sup- 
port of the General Agreement on Tariffs and Trade, simplification of 
customs procedures, and more favorable tax provisions for United 
States investment abroad are inevitable in what I have termed 
“‘The business world we live in.” 
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This firm belief has its roots in the realities of the business world 
“the International Advertising Association lives in. It is a world 
composed of more than 300 United States international companies 
represented by its members. It is not a static, fearful world, hesi- 
tant about today and afraid of tomorrow. Nor is it primarily a 
world of dollars and of finance and of customs duties and exchange 
— and many other problems with which you are rightly con- 
cerned. 

Rather, it is above all a world that sees the world as a world of 
people whose basic needs are very similar to our own. 

And it is a world of markets that generally have urgent need for 
the products that American ingenuity, productivity, and enterprise 
can uniquely manufacture. 

This business world we live in is a world that holds promise for the 
future to a small peasant boy and to our own and other peoples 
everywhere. 

It is a truism to say that it is no longer a world of oxcarts but of 
airplanes and of rapid communications, far smaller than ever before, 
whether viewed by a small Chinese boy or imaginative businessman. 

To this shrinking globe, America exports a vast range of roughly 
$12 billion of manufactured and agricultural products. And it ex- 
ports know-how and capital in increasing though still insufficient de- 
gree to meet the needs of other nations. 

To many, wholly concerned with our vast and ever-growing do- 
mestic market, peoples in other lands seem to be unpromising pros- 
pects, compared to our citizens here at home. 

Though where purchasing power is lowest, there is, perhaps, the 
direst need for trade to increase standards of living, be they in Europe 
or in a dubious paradise in the distant Pacific or many another 
corner of the world; the fact of the matter is that everywhere you 
turn people can and do constitute a growing market for American 
products in ever-increasing quantities. 

Whether it is a question of radio and other electrical equipment for 
a major market, such as Brazil, canned goods that lend more balance 
to the ricelike diet of Japan or automotive equipment for Peru or 
tractors and other types of farm equipment for Africa, they all re- 
sult in the same answer: greater productivity in hundreds of plants 
and cities throughout the United States. 

And on this demand for American products and the resulting high 
productivity may hinge much of the increase in our own leisure hours 
and standard of living of tomorrow. And this, perhaps, is really the 
main point to be considered by each of you on the Ways and Means 
Committee. Because our foreign trade policy is not a matter of 
specific duties on specific products, be they clocks or watches or 
bicycles or textiles, chemicals or a variety of other products, seeing to 
cling to outmoded protective tariffs. It is a matter of the great pros- 
pects of continuously expanding our exports and obtaining our ever- 
increasing raw-material requirements through meeting the needs of 
other parts of the world. 

One has only to look at the futile longing of a Russian peasant 
woman to realize how great are our opportunities. And to see, first- 
hand, the joy of a small boy with a new pair of shoes to recognize 
what our Nation, above all others, can do. 
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In commerce abroad we will not only find great and new opportuni- 
ties but we will find one of the aaswers to communism, because, while 
the military security of our own and other free nations may rest in 
part on the vigilance of a jet pilot flying a lonely mission over Korea or 
some other distant terram, and while some countries will still be in 
need of our economic aid, our best defense against tomorrow will 
prove to be an ever-growing and expanding world trade. 

For example, the iron-willed determination of a Magsaysay to 
thwart communism in the Far East could be offset within a matter of 
months by a depression in the Philippines, and our failure to import 
from Malaya and southeast Asia would obviously not only dent our 
own economy and raw-material stockpiles but have disastrous reper- 
cussions, whatever the degree of military vigilance in that precarious 
corner of the globe. 

But ever nearer to home, where would our security and our pros- 
perity be if, for lack of our demand for iron ore o1 oil, the economy of 
Venezuela were to collapse or the economic plight and political balance 
of Chile become even more precarious through a steep decline in our 
purchase of copper? 

The present tragically upset political situation in Panama could 
soon lead to rioting in the streets, instead of dancing in the hotels, 
were the flow of commerce through the canal to shrink materially. 

And Hong Kong, a last and uncertain foothold of freedom on the 
Chinese mainland, would already have been taken over, were it not 
for the need of all peoples, Communists included, to conduct even 
nonstrategic commerce and trade. 

Not only United States international businessmen and _ their 
counterparts abroad but government officials everywhere, such as 
President Cortines, of Mexico, are closely watching the progress of 
action on President Eisenhower’s message to Congress on United 
States foreign economic policy. Their fundamental concern is not 
whether the Trade Agreements Act will be extended. It is so clearly 
in the mutual interest of our own and other countries that there 
seems to be little cause for doubt on that score. Rather, it is a 
question of whether, in discussing and voting favorably on H. R. 1 
and its twin, H. R. 536, the Congress of the United States will put 
an end to the vacillations, uncertainties, and temporary expediencies 
that have for far too long beset our foreign economic policy. 

Since we must trade with others to our national advantage, we 
— in turn make it easier for them to trade, with long-term certainty, 
with us. 

Sound development of overseas trade today demands close stud 
of each and every market and intimate knowledge of its potential. 
For example, an American exporter seeking to develop trade in Mexico 
closely pinpoints his sales and objectives and hopes to be able to 
count on a reasonably stable trade policy. If our own policies do 
not have continuity, how can we demand consistency from other 
nations? 

A plant investment in Mexico or any other country would not be 
sound if our trade relations were constantly strained through vacil- 
lating tariff and other economic policies. But once international 
trades know where they stand, what happens? They prepare the 
production, sales and advertising plans on which both more 
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ars United States and overseas economies are bound to be 
uilt. 

Typical of their planning for profit is the detailed way in which 
they establish advertising and promotion programs, market by 
market, in every type of media. Based on International Advertising 
Association surveys, it looks like United States manufacturers during 
the past year invested approximately $300 million in the advertising 
and promotion of their products in foreign markets. 

And though it is seldom realized and all too frequently overlooked, 
the sum total of the impact of this business voice of America around 
the world is many times greater than its United States Government 
sponsored equivalent. 

Over $100 million is now spent annually by United States businesses 
in overseas newspapers. Roughly $25 million is invested in foreign 
magazines and trade journals. 

United States export business and industrial publications, deliver- 
ing more than 700,000 circulation abroad, United States general 
audience magazines, available to almost 10 million newsstand buyers 
and subscribers in 120 countries, carry almost $25 million of the 
advertising messages of American businesses to overseas customers. 

And more than $50 million of carefully planned United States 
international, commercial radio and television programs reach millions 
upon millions of listeners on every continent. 

Nor is the impact of the advertising of American business on the 
world we live in confined to publications and to radio and television. 
On buildings, walls, and outdoor signs in Latin America, on a tramear 
in Kashmir, and in direct-mail promotion in Latin America, Europe or 
Africa, the business voice of America shows the way to a better stand- 
ard of living, not only abroad, but right here at home. 

Sometimes there is a tendency to minimize the voice of business, 
both in and out of print. But in a world in dire need of modern medi- 
cines, the messages of a leading pharmaceutical company do not fall on 
empty ears. And even the $26 million spent abroad each year by a 
well-known manufacturer of soap and toothpaste has profound and 
favorable effects upon health standards in many a distant land. 

The fact that a foreign businessman who has an outdated dictating 
machine is susceptible to buying its newly advertised modern successor 
only results in his benefit and in ours. Who can deny that advertising 
that constructively depicts the contributions of a fruit company to 
Central America is bound to have bearing, over a period of time, on 
favorable political developments such as those that occurred in Guate- 
mala. 

For more than 50 years, first haltingly, in a trial and error way and 
then with a sureness born of knowledge of peoples and of markets and 
increased advertising skill, American business has vividly told, in 
English and every other language, the benefits of freedom of thought 
and of enterprise to many lands beyond our shores. 

When able to advertise and trade freely, American chemical and 
other companies turn foreign prospects into customers and friends. 

But friendship is reciprocal and so, too, is commerce. If we want 
to trade with others we must obviously make it possible for them to 
trade with us. And if we make it easier for them we must and will 
expect them to reciprocate. Not only in terms of tariffs but in terms 
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of fewer import restrictions, lessening exchange controls, lowered 
quotas and less burdensome taxes. 

If we conduct our own foreign economic policy responsibly, we will 
have the right to bargain and every reason to reap new and important 
benefits out of the agreements we make. 

Constructive, favorable, congressional action in this session of 
Congress on President Eiseahower’s foreign economic program will 
mean that business executives in the United States and abroad can 
plan the expansion of overseas trade with far greater confidence and 
certainty. 

And on congressional action and the forward thinking of responsible 
business leaders will hinge, more often than is realized, a high level of 
employment and an ever-growing prosperity in the United States. 

In favorably acting upon the proposed foreign trade legislation, now 
before you, you are riding the wave of the future, a future that within 
a stone’s throw of 10 years will probably see at least one-half a biltion 
dollars spent annually in United States international advertising to sell 
over $20 billion of our maoufactured products outside of North 
America. 

So, as you and your colleagues confer and deliberate, recommend 
and vote in the national interest, remember you will be paving the 
way for tomorrow to bring unequaled progress and ever-increasing 
prosperity to our Nation and the dynamic world we live in. 

And remember, too, countries that can trade freely for dollars will 
never trade freedom for the hammer and sickle in this American 
century. 

The CHarrMAN. Does that complete your statement and _ iilus- 
trations? 

Mr. Parrerson. It does, sir. 

The CuarrMAN. We thank you for your appearance. It is very 
helpful information for the committee. 

Are there any questions? 

The next witness appearing on the calendar is Mr. Richard G. 
Gettell on behalf of the United States Chamber of Commerce. 

Weare very glad to have you, Mr. Gettell. Give your name, address, 
and capacity in which you appear for the record, and we will be 


pleased to hear you and you may present your prepared paper without 
interruption. 


STATEMENT OF RICHARD G. GETTELL, REPRESENTING THE 
CHAMBER OF COMMERCE OF THE UNITED STATES 


Mr. Gerrett. My name is Richard G. Gettell. I am the chief 
foreign economist, the Texas Co., of New York City. I appear today 
for the Chamber of Commerce of the United States, a federation of 
more than 3,100 chambers of commerce and trade, industrial, and 
professional organizations. I am a member of the chamber’s foreign 
commerce committee. 

The national chamber strongly endorses the principles of H. R. 1, 
introduced on the opening day of this session of the Congress by the 
chairman of this committee, and the companion bill H. R. 536. 

We believe there are two reasons why the policy of making trade 
agreements should be continued; one is economic, the other is 
psychological. 
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Turning first to the economic aspects of the program, the national 
chamber contends that a continued attack against unnecessary trade 
barriers is in our own national interest, as well as in the interest of 
other countries. 

Although the trade-agreements program alone has not eliminated 
all barriers to trade, it has promoted the fundamental principle that a 
mechanism for reduction of such barriers is a necessary answer to 
trade wars and the retaliatory imposition of trade barriers. 

Through increased trade, the Nation’s economy benefits. That 
is true just as much in world trade as it is in domestic trade. More 
goods at lower prices has been the very heart of the American com- 
petitive enterprise system; the trade-agreements program can con- 
tribute to the health of that system. 

By continuing the trade-agreements program, the United States 
can hed from strength—the strength of a growing, dynamic, resilient 
economy. 

Today the continuation of the trade-agreements program is neces- 
sary for still another reason. As the economies of many of our trading 
partners have recovered, increased dollar and gold holdings in the 
principal trading countries have given the world the first hope for a 
return to currencies that will be freely convertible—a very necessary 
step. While we cannot now anticipate overnight action, our trading 
partners are as anxious as we are to dismantle the many and intricate 
controls which were the inevitable result of dollar shortage and raging 
inflation abroad. 

In many instances, barriers to dollar imports have begun to be 
eased, particularly in Western European countries. 

One thing inte § to be done, however, before our trading partners 
will embark on the final road to freer trade through convertibility. 
Foreign countries need assurance that the United States will continue 
on its path toward freer trade. 

To this end, the extension of the trade-agreements program is 
essential. Our trading partners do not expect the United States.to 
adopt a policy of free trade. I might add that the Chamber of Com- 
merce of the United States does not advocate a free-trade program. 
But the gradual and cautious approach, as provided in H. R. 1, would 
be sufficient assurance that the United States, the economic nerve 
center of the free world, would continue on the path to liberalization 
of trade. This is the psychological reason why the trade-agreements 
program must be continued. We need to practice what we preach. 

Now that many of the countries of the world have succeeded in 
rebuilding their economies, helped of course by aid from the United 
States, there is real hope, perhaps for the first time in the history of 
the trade-agreements program, that the concessions obtained by the 
United States will bear fuller fruit. 

This is important from the point of view of the ever-growing im- 
portance of exports to the health of the American economy. 

You are all familiar with the importance of nonfarm residential 
construction—the private housing industry of the United States—as 
an economic indicator of our prosperity. Such construction amounted 
to 3.2 percent of the gross national product in 1953. Another im- 
portant indicator is business expenditures for capital equipment. 
In 1953, such capital equipment expenditures by private enterprise 
accounted for 6.7 percent of our gross national product. 
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IT would call to the attention of the committee the fact that exports 
of goods and services make up 5.8 percent of our gross national product 
which, considered in relation to housing and capital expenditures, 
indicates the magnitude of this sector of our economy. 

The bill now before you does not contain wholesale new authority. 
It provides some added authority, it continues certain permissive 
tariff reduction authority, and in many instances it actually curtails 
the President’s current authority. Despite these limitations, how- 
ever, there is still a fair amount of ground for making effective agree- 
ments. By proclaiming not more than one-third of each tariff reduc- 
tion for each year of this extension, the program should now introduce 
an important factor of enlightened gradualness in selective tariff 
reduction. 

H. R. 1 continues in moderation, and with such cautious safeguards 
as the escape-clause provision, a program that has proved to be a 
forward-looking feature of United States foreign trade policy. 

The national chamber supports the principles of the trade-agree- 
ments program, but it does not endorse or oppose authority to change 
tariffs by any specific amount. However, it might be hely ful to the 
committee to present an analysis showing the effect and limitations 
of the three methods of tariff reduction which are proposed. 

In lieu of the President’s existing authority to reduce selectivel 
tariff rates by 50 percent of the rate in effect on January 1, 1945, this 
legislation would authorize: 

1. A selective reduction of 15 percent based on the rate in effect 
on July 1, 1955, or 

2. Aselective reduction by 50 percent of the rate in effect on January 
1, 1945, on items not being imported into the United States or being 
imported only in negligible volume, or 

3. A selective reduction of tariff rates now exceeding 50 percent 
ad valorem or ad valorem equivalent to a rate of 50 percent. 

Each of these types of reductions is to be accomplished in steps 
over a period of 3 years. What do these proposals mean in terms of 
new or added authority? Would this changed grant of authority to 
the President mean sweeping new powers, or would it mean that in 
many instances his present authority to reduce tariffs would actually 
be curtailed? 

For example, of 3,337 rates of duty shown in the official publication 
of the Tariff Commission entitled “United States Import Duties, 
1952,”’ 657 have not been reduced since the trade-agreements program 
was instituted in 1934, and 148 have been bound against increase. 
On these 805 tariff rates, H. R. 1 would curtail the President’s present 
authority to reduce these tariffs by 50 percent and replace it with a 
new grant of authority to reduce these rates by only 15 percent. In 
other words, almost one-quarter of all existing tariff rates have not 
been the subject of any tariff reduction and present legislative per- 
mission to reduce them by 50 percent would be replaced by authority 
and present legislative permission to reduce them by 50 percent would 
be replaced by authority to reduce them by only 15 percent. 

Looking at this picture another way, we might take the principal 
dutiable commodities imported into the United States in 1952 and 
find how the changed authority would affect their tariff rates. As 
principal commodities, we are considering only those items the im- 
ports of which amounted to $5 million or more in 1952. Of 124 such 
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items, all of which are dutiable at a rate of 50 percent or less, 52 have 
been reduced the maximum of 50 percent since 1945. However, 25 
items have not been reduced since 1945, 7 more haven’t been the sub- 
ject of any concession at all, and 6 others have been bound against 
increase, making a total of 38 which are still subject to a 50 percent 
tariff cut. The remaining 34 items of the 124 have been subject to 
some reduction but less than the present legal maximum of 50 percent. 

This means, then, that in the case of only 52 principal dutiable 
commodities H. R. 1 would permit an additional 15-percent reduction. 
On 68 other principal dutiable commodities the President’s existing 
authority would be reduced. 

These data have been compiled from official statistics of the Tariff 
Commission, as contained in the document entitled, ‘Effect of Trade 
Agreement Concessions on United States Tariff Levels Based on 
Imports in 1952.” 

From these figures it is quite clear that the first of the three methods 
of tariff reduction as provided in the bill before your committee 
represents in many cases a distinct limitation of the President’s 
existing authority to negotiate trade agreements, and gives added 
authority to reduce tariff rates of items which are dutiable at less 
than 50 percent in only a relatively small number of cases. 

What about the other two methods of possible tariff reduction? 

The second method provides the President with authority to 
reduce to 50 percent of the rate in effect on January 1, 1945, tariffs 
on items not being imported into the United States or being imported 
only in negligible volume. 

In essence, this alternative complements the first one by not 
curtailing through the 15-percent rule certain powers the President 
now has; this extension of present powers, however, applies only to 
rates on goods not being imported in significant quantities. In other 
words, on items which have not, so far, been a factor in United States 
import trade, reductions up to 50 percent of the 1945 rate may 
continue to be made. 

The last of the 3 methods involves tariff rates which today exceed 
a rate of 50 percent ad valorem or its equivalent. In regard to these 
rates, the bill before the committee would provide the President with 
authority selectively to reduce rates to a maximum of 50 percent. 
What would this authority mean in terms of actual tariff rates? 

The Tariff Commission study referred to earlier can give us a clue 
as to the impact of such proposed authority. As of January 1, 1953, 
there were 343 imported items on which tariff rates, on an ad valorem 
equivalent basis, exceeded 50 percent. As of that date, only 49 of 
those had been cut by the maximum of 50 percent since January 1, 
1945, whereas 225 of these high duty rates were and still are subject 
to a reduction of 50 percent. In other words, more than 70 percent 
of these rates have never been touched, either before or after 1945. 
The authority conferred upon the President by the bill now under 
consideration would therefore merely continue his present authority, 
with the exception of those rates which were in excess of 100 percent 
ad valorem equivalent. On those items, 21 in number, the President’s 
authority, as proposed in H. R. 1, would exceed his present authority 
by permitting selective reductions down to a level of 50 percent. 

The present legislation would continue a sound principle to be 
applied with caution and moderation. Safeguards for domestic 
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manufacturers and producers are maintained. Therefore, it meets 
the criteria laid down in the most recent statement of the membership 
of the national chamber favoring the continuation of the trade 
agreements program. That policy statement reads as follows: 

The chamber supports the continuation of a trade agreements program which 
provides the Government with adequate authority, exercised through the proper 
agencies for negotiation and administration, to make effective agreements for 


the selective adjustment of tariffs and the reduction of other barriers to world 
trade. 


Such legislation should provide safeguards for interested parties to be heard 
in support of, or in opposition to, contemplated and publicly announced negotia- 
tion. Moreover, this legislation should provide an escape clause permitting 
modification or withdrawal of concessions in order to deal with unforeseen devel- 
opments seriously injurious to domestic producers. 

Unreasonable or unethical competition must not be the cause of serious injury 
to domestic producers, but the determination of injury due to imports should be 
judged in the light of the national interest. 

Within this framework, the national chamber urges this committee 
to continue the trade agreements program. 

The CHartrMAN. Does that complete your statement, Mr. Gettell? 

Mr. Gerre.u. Yes, sir. 

The CuarrmMan. We thank you for your appearance and the very 
helpful information given the committee. 

Are there any questions? Mr. Eberharter, of Pennsylvania, will 
inquire. 

Mr. Eperoarter. In the second from the last paragraph Mr. 
Gettell, you say: 


The determination of injury due to imports should be judged in the light of 
the nationel interest. 

Mr. Gettell, that is not what the trade agreements statute proposes. 
It says nothing about the national interest. It only pertains to specific 
industries. If a specific industry is harmed by imports, that is all— 
aside from national defense—that is all the Tariff Commission takes 
into consideration. Do you agree with me on that? 

Mr. Gerre... I do, sir. It is my understanding that the Tariff 
Commission is obliged to operate within specifications, obliged to 
operate within specifically defined limits in deciding whether or not 
injury has been caused to an industry, that the subsequent action by 
the President has been indicated by him in previous messages to 
Congress that he would judge those Tariff Commission recommenda- 
tions in the light of the national interest. 

Mr. Esrernarter. In view of your statement that the national 
interest should be considered, do you think, Mr. Gettell, it would 
be well to put an amendment into the proposed Cooper bill saying 
that the national interest should be considered in arriving at a decision? 

Mr. Gerre.u. If you think it is necessary to give that instruction 
to the President, who has already indicated he will operate on that 
basis, if you think it appropriate to add it in the bill, I have no 
objection. : 

The CuarrMan. Any further questions? 

If there are no further questions, Mr. Gettell, we again thank you 
for your appearance and the information given to the committee. 

Mr. Simpson of Pennsylvania. 

Mr. Stmpson. Mr. Chairman, these hearings in which the pro- 
ponents of the bill have appeared before the committee have been 
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instructive and beneficial, but I respectfully suggest that they have 
not in apy sense brought out the meaning of the different sections or 
an interpretation of the bill. 

We heard the distinguished Secretary of State saying, as I under- 
stood, that Mr. Clarence Randall, whom many of us recognize as the 
real author of this bill, would appear before the committee as a witness. 
I assume if he does so he will submit himself to cross-examination 
upon the meaning of the bill, and of greater importance, in some of 
the particular instances where I suggest none of us can properly 
interpret the meaning. 

My question to you, Mr. Chairman, for such answer as you care to 
make, if any, is, Has Mr. Randall requested permission to appear 
before the committee or do you have any information you care to 
give us as to whether or not he will appear, and, if so, when? 

The CHarrMAN. Well, in reply the Chair will state the technical 
aspects of the bill may be a matter that might be more appropriately 
considered in executive session of the committee. 

Mr. Simpson. If you choose, Mr. Chairman, I will bring it up then. 
I have no disposition to embarrass the chairman. 

The CuarrMan. I am sure of that. I might just state that the 
committee has not requested or invited the appearance of any wit- 
nesses. The staff has been instructed to list all of those who request 
an opportunity to appear and that is the course we have been follow- 
ing, and, of course, if Mr. Randall should request an opportunity to 
appear, I am sure the committee would be very pleased to hear him. 

As far as I know, no such request has been submitted to the com- 
mittee so far. I might just state, aside from that phase of the matter, 
that it is my understanding that Mr. Randall is occupying the position 
of adviser to the President on foreign economic policy. So he might 
appropriately consider the question of whether it would be proper ‘for 
him to appear before the committee, since he holds such a position. 
After all, we do not expect the President to appear at any hearings, 
and since Mr. Randall is occupying a position as an adviser to the 
President, he might appropriately feel that it would not be proper for 
him to appear. However, I just do not know about that situation. 

Mr. Stmpson. Of course, Mr. Chairman, it should be noted that 
other members of the Cabinet have no hesitancy in coming. 

The Coatrman. That is true. Of course members of the Cabinet 
are heads of departments, but as far as I know, Mr. Randall is not 
head of any department or agency of the Government. He is simply 
occupying the position of adviser to the President. 

Mr. Srmpson. I would like to make the point that we need someone 
who can give us technical knowledge as to what the bill means. 

Mr. Mason. I would like to add just a little, Mr. Chairman, to 
what the gentleman from Pennsylvania just said. I have felt all along 
during these hearings that the witnesses appearing before us have 
presented their case from their interpretation of what this bill does 
actually cover and my interpretation of it in some respects is altogether 
different and I think we ought to have some expert come here, | don’t 
-_ Asean he is, to tell us exactly what thi. bill does cover and what it 
will do. 

Mr. Esernarter. Mr. Chairman, it has always been the custom 
of this committee when it is holding its executive sessions to consider 
a particular measure, to have the technical men with us in those 
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executive sessions to go over the technical aspects of the bill and 
explain thoroughly what could and could not be done under the 
provisions of that bill. I assume that will be done in this instance. 

The CHAIRMAN. Yes. 

Mr. Stmpson. The last gentleman who testified—I don’t attempt 
to put words in his mouth—gives the impression as you read it that 
this bill overall tends to take powers away from the President, powers 
which he could use to make further concessions reciprocally in order 
to get concessions from other nations to help us in our foreign trade. 

Now, I don’t know whether that is true or not, but I would like to 
know, for I question whether it is intended to tie the hands of the 
President in certain rights that he has today, and I repeat I wish 
Mr. Randall would permit us to question him. 

The CuHarrMan. The next witness is Mr. J. B. Hutson, president of 
Tobacco Associates, Greenville, N.C. 

Is Mr. Hutson here? Come forward, please, sir. 

We are glad to have you with us. You may give your name, 
address, and the capacity in which you appear and proceed with your 
prepared statement without interruption. 


STATEMENT OF J. B. HUTSON, PRESIDENT, TOBACCO ASSOCIATES, 
INC., WASHINGTON, D. C. 


Mr. Hutson. My nameisJ.B. Hutson. Iam president of Tobacco 
Associates, an organization representing the producers, warehousemen, 
and exporters of flue-cured tobacco, and the merchants, bankers, and 
fertilizer dealers in the flue-cured tobacco producing areas. Flue- 
cured tobacco is grown in the States of Virginia, North and South 
Carolina, Georgia, Florida, and Alabama. 

We in the tobacco industry are vitally interested in all measures 
which might contribute to the stimulation and maintenance of a high 
level of international trade. About one-fourth of all tobacco grown 
in the United States is exported. In the case of many types of 
tobacco, a substantial part of the crop is suitable only for the export 
trade. Tobacco growers try to produce the quality of tobacco that 
consumers want. Consumers in the United States have different 
tastes than those in some foreign countries. Consequently, some 
types and qualities of United States tobacco that are in strong demand 
in foreign countries are not suitable for use in the United States 
market. 

International trade is the exchange of commodities advantageously 
produced in one country for commodities advantageously produced in 
another country. Certain countries have definite advantages for the 
production of some commodities, and other countries for the pro- 
duction of other commodities. 

We are able to export tobacco because we produce more desirable 
tobacco than that grown in some other countries. Some of these 
countries produce other products more advantageously than we can 
produce them. By selling abroad some of the commodities we pro- 
duce more advantageously and buying in foreign countries some of the 
commodities they produce more advantageously, the general standard 
of living in both areas is increased. 

We believe that a high level of international trade, in general, 
creates a climate which indirectly leads to greater effective foreign 
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demand for our tobacco. Therefore, we are in favor of the develop- 
ment by the United States of a long-range foreign-trade policy which 
would provide the machinery for a still further reduction in the bar- 
riers and obstacles which tend to restrict the exchange of goods be- 
tween free countries. We believe that a policy of trade liberalization 
is the only one consistent with the national interest and certainly the 
only one consistent with the position of the United States as the lead- 
ing creditor nation of the world. 

We therefore recommend the enactment of legislation that will ex- 
tend the Reciprocal Trade Agreements Act as generally set forth in 
H.R. 1. We hope, however, that the committee will give some con- 
sideration to the possibility of modifying the escape-clause provisions 
now embodied in the present act. 

I was a member of one of the agricultural trade missions to which 
Secretary Benson referred on Monday, last Monday, the opening day. 
The mission of which I was a member visited the industrial countries 
of northern and central Europe. In these countries we heard a great 
deal about the difficulties of selling in the United States market. 
Many people in that area regard the United States market as an un- 
certain market. 

The threat of restrictive action that might be taken under the escape 
clause was often referred to as one of the major difficulties. Leaders 
in these countries pointed to the fact that once exports reach a vol- 
ume sufficient to provide appreciable competition for United States 
producers, import restrictions can be, and sometimes are, imposed 
under the provisions of the escape clause. They also referred to the 
action that has often been taken under the provisions of section 22 of 
the Agricultural Adjustment Act, and the antidumping regulations, 
and the difficulties often resulting from our complicated customs pro- 
cedures. 

There is a real question as to whether we are consistent when we 
emphasize competition and free enterprise and at the same time adopt 
measures that limit competition and restrict trade. In connection 
with the escape-clause provisions, we do not believe that there is 
enough recognition of the interests of the large segments of our popula- 
tion who are engaged in the production of articles which are exported. 
We believe that the interests of these groups, and also those of our own 
consumers, should be given just as much consideration as is given the 
individual groups who might be adversely affected by the imports. 
In fact, all the studies I have seen point to the conclusion that the 
stake that the American economy—agriculture, industry, labor, the 
consumer—has in sustained and increased exports, far exceeds the 
possible adverse effects of increased imports. 

I want to refer briefly to the economic aspects of the action which 
was taken under the escape-clause provision last year concerning 
Swiss watches. For a long period, Switzerland has bought substan- 
tial quantities of both industrial and agricultural commodities from 
the United States and a sizable market for Swiss watches and watch 
parts has developed in the United States. The decision to increase 
the import duty on watches may have a tendency to create additional 
jobs in the United States watch industry but in doing so may eliminate 
more United States jobs in the production of other commodities. 

When the watch question came up a couple of years ago, we made 
a little study of our trade relations with Switzerland. The com 
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mittee may be interested in the results of that study. We found 
that in 1951 the value of the watches and watch parts imported 
from Switzerland roughly equaled the value of United States agricul- 
tural commodities exported to Switzerland. During that year, the 
labor required to produce the cotton, tobacco, grain, and other United 
States agricultural commodities exported to Switzerland amounted to 
about 35 million man-hours. About 15 million United States man- 
hours would have been required to produce the number of watches 
and watch parts we imported during that year from Switzerland. 

The increased import duty on watches may result in smaller im- 
ports which, in turn, might create more jobs in the United States 
watch industry. However, if as a result we were to lose a portion 
of our export market in agricultural commodities equivalent in dollar 
value to the reduction of Swiss watch imports, there would be a loss 
of more than 2 man-hours by United States agriculture for every 
man-hour gained by the United States watch industry. 

What I am trying to emphasize is this: If the action in the Swiss 
watch case should favorably affect the interests of workers and manu- 
facturers in the United States watch industry, that would happen 
at the expense of an unfavorable effect on the interests of a larger 
number of workers engaged in producing commodities exported to 
Switzerland. There would also be the bad effect of an increase in 
the prices of watches to United States consumers. In making the 
determination, and in legislation of this kind, the interests of all 
groups should be considered. The way the escape-clause provision 
is now written, it tends to emphasize the interests of only one of 
these groups. 

I am aware of the fact that foreign countries also have trade restric- 
tions and, in many cases, it is exceedingly difficult to determine the 
effect of all these restrictions. For example, it is difficult to compare 
our import duty rates with those in foreign countries. This is par- 
ticularly true in the case of tobacco. Tobacco and tobacco products 
are heavily taxed commodities, both in the United States and in 
foreign countries. In the United States, we levy a relatively low 
import duty on tobacco and a relatively high excise tax on siento 
products. In the United Kingdom there is no excise tax on tobacco 
products but there is a high import duty. ‘Since no tobacco is pro- 
duced in the United Kingdom, the import duty is not a protective 
device but is a revenue device. It is immaterial whether the tax is 
levied as an import duty or as an excise tax. 

That is one of the reasons when you see the listing of the rates of 
duty for the United States and some other countries that not always 
are they able to take into account the difference in the kind of taxes. 
For example, here we have an import duty of about 17% cents a pound 
on cigarette tobacco. England would have an import duty close to 
$8 a pound. We levy the additional tax as an excise tax and so if 
you just make that simple comparison you come out of course with 
a rate that extends through other commodities several times more in 
the United Kingdom than is true in the United States. 

We do not advocate the abolition of all trade restrictions. There 
may be times when it is necessary to protect certain segments of 
agriculture and industry by the imposition of some trade restrictions. 
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But such restrictions should be imposed only if the advantages to 
ae groups outweigh the disadvantages to all other groups that may 

e affected. 

We recognize that the producers of commodities which are con- 
sumed largely in the domestic market have their problems. We 
think their interests should be carefully considered. At the same 
time, the producers of commodities which depend heavily on the 
export market have their problems. Their interests should also be 
considered carefully and the final decision should always be made in 
the overall public interest. 

Mr. Chairman, that concludes my statement. I should like to 
have inserted in the record, however, two statements which are 
related to the subject that we have under consideration. One is a 
copy of the resolution on foreign-trade policy adopted on February 11, 
1953, by representatives of growers, warehousemen, and exporters of 
all types of tobacco grown in the United States, and the other is a 
statement on foreign-trade policy which was presented before the 
United States Committee on Agriculture, May 1953, by J. C. Lanier, 
of Greenville, N. C., speaking for and on behalf of most of the tobacco 
producers, warehousemen, and leaf dealer groups in the United States. 


The groups Mr. Lanier represented in this statement are as follows: 
Tobacco Associates, Inc., Raleigh, N.C. 
Flue-cured Tobacco Cooperative Stabilization Corporation, Raleigh, 


N.C. 
Bright Belt Warehouse Association, Inc., Henderson, N. C. 
South Carolina Tobacco Warehouse Association, Inc., Lake City, 


Burley Tobacco Growers Cooperative Association, Lexington, Ky. 

Eastern Dark Fired Tobacco Growers Association, Springfield, Tenn. 

Western Dark Fired Tobacco Growers Association, Murray, Ky. 

Stemming District Tobacco Growers Association, Henderson, Ky. 

Virginia Burley Tobacco Growers Association, Abington, Va. 

‘ree Fired Tobacco Growers Marketing Association, Farm- 
ville, Va. 

Burley Auction Warehouse Association, Mt. Sterling, Ky. 

Burley Leaf Tobacco Dealers Association, Louisville, Ky. 

—, of Dark Leaf Tobacco Dealers and Exporters, Clarksville, 

enn. 
Association of Leaf Tobacco Rehandlers and Exporters, Louisville, 


Ky. 

Burley and Dark Leaf Tobacco Export Association, Lexington, Ky. 

hipaa’ Tobacco Cooperative, Inc., Upper Marlboro, Md. 

Maryland State Tobacco Authority, Upper Marlboro, Md. 

_ Shade Tobacco Growers Agricultural Association, Inc., Hartford, 

onn. 

Conn-Mass Tobacco Cooperative, Inc., Hatfield, Mass. 

Connecticut Valley Cigar Tobacco Associates, Hartford, Conn. 

Lancaster County Tobacco Growers Cooperative Association, Lan- 
caster, Pa. 

Florida Shade Tobacco Growers Association, Quincy, Fla. 

Leaf Tobacco Board of Trade of the City of New York, New York 
City, N. Y. 






















680 TRADE AGREEMENTS EXTENSION 





The CuarrmMan. Without objection, your request is granted, and 


the several statements mentioned by you will be included in the record. 
(The statements referred to follow:) 


Foreign TrapEe Po.ticy ResoLutions ADOPTED BY REPRESENTATIVES OF PRoO- 
DUCERS, WAREHOUSEMEN, AND Exporters oF ALL Types oF UniTEep STaTEs 
Topacco at A CONFERENCE IN WasHInotTon, D. C., Fesruary 11, 1953 


1. We propose that the policy of our Government shall be to encourage the 
buying of as much goods and services as we sell to the free nations of the world. 

2. That the Tariff Commission take into account the possible adverse economic 
effect any recommendations or decisions that might be made will have on American 
exports. 

3. That the Reciprocal Trade Agreements Act be extended with provisions 
made for the consideration of the interests of groups that may be adversely affected 
by any contemplated action restricting trade and that a bipartisan commission 
be established and given the task of preparing specific proposals setting forth the 
role of the United States in developing and expanding world trade. These pro- 
posals would be given consideration in formulating future legislative policy on 
international trade. 


4. That Federal legislation be enacted to simplify and modernize United States 
customs procedures, 


5. That the Buy American Act be repealed to enable friendly countries to 
increase their dollar earnings, 


STaTeEMENT By J. C. LANrER, GENERAL COUNSEL FOR THE TOBACCO ASSOCIATION 
or UNITED STATES AND THE LEAF Topacco Exporters AssocIATION 


Mr. Chairman and members of this committee, my name is J. C. Lanier, and 
my home is in Pitt County in North Carolina. Pitt County is located in the 
heart of a great section of farming country devoted primarily to the production 
of cigarette tobacco. The land and the climate are favorable to the production 
of many other crops, and also dairying, but historically and by preference the 
people on the farms primarily produce tobacco. 

I am a tobacco grower. I am also general counsel for the Tobacco Association 
of United States and the Leaf Tobacco Exporters Association. The members of 
these associations are tobacco merchants, engaged principally in the sale and 
exportation of United States leaf tobacco to foreign countries. Today I speak 
in behalf of these two organizations and also in behalf of and at the request of the 
following tobacco organizations: 

Tobacco Associates. Inc., Raleigh, N. C. 

Flue-Cured Tobacco C ooperative Stabilization Corp., Raleigh, N. C. 

Bright Belt Warehouse Association, Inc., Henderson, N. C. 

South Carolina Tobacco Warehouse Association, Inc,, Lake City, 8. C. 

Burley Tobacco Growers Cooperative Association, Lexington, Ky. 

Eastern Dark Fired Tobacco Growers Association, Springfield, enn. 

Western Dark Fired Tobacco Growers Association, Murray, Ky. 

Stemming District Tobacco Growers Association, Henderson, Ky. 

Virginia Burley Tobacco Growers Association, Abingdon, Va. 

Virginia Dark Fired Tobacco Growers Marketing Association, Farmville, Va. 

Burley Auction Warehouse Association, Mount Sterling, Ky. 

Burley Leaf Tobacco Dealers Association, Louisville, Ky. 

Association of Dark Leaf Tobacco Dealers and Exporters, Clarksville, Tenn. 

Association of Leaf Tobacco Rehandlers and Exporters, Louisville, Ky. 

Burley and Dark Leaf Tobacco Export Association, Lexington, Ky. 

Maryland Tobacco Cooperative, Inc., Upper Marlboro, Md. 

Maryland State Tobacco Authority, Upper Marlboro, Md. 

The Shade Tobacco Growers Agricultural Association, Inc., Hartford, Conn. 

Conn-Mass Tobacco Cooperatives, Inc., Hatfield, Mass. 

Connecticut Valley Cigar Tobacco Associates, Hartford, Conn, 

Lancaster County Tobacco Growers Cooperative Association, Lancaster, Pa. 

Florida Shade Tobacco Growers Association, Quincy, Fla. 

Leaf Tobacco Board of Trade of the City of New York, New York City, 
es. 

It shall be my purpose, in the time allotted me, to reivew the tobacco program 
under which we now operate and then to relate it as best I can to the overall 
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problem of exports and imports. Over a fourth of all the tobacco produced in 
this country is exported to foreign countries. We have a tremendous stake in 
foreign markets. e have endeavored to maintain these markets and to increase 
the sale of United States leaf tobacco in all the countries of the world. 

The tobacco program now in operation under the provisions of the Agricultural 
Adjustment Act has been developed over a period of 20 years. It has always 
been a bipartisan program and members of both political parties have had a voice 
in its development. It has operated successfully, without cost to the taxpayers, 
and it has brought a measure of prosperity to those who engage in the production 
of tobacco. It has had the support of tobacco producers. Last year more than 
97 percent of the producers of burley and flue-cured tobacco, representing about 
four-fifths of the total tobacco production, voted in favor of marketing quotas for 
the ensuing 3 years. 

I would like to tell this committee about this program, how it has been de- 
veloped and what it has accomplished. 

At the beginning of the 1933 selling season for leaf tobacco, the prices fell to a 
level of less than 8 cents per pound. Bankruptcy and near starvation appeared 
inevitable in the farming areas. There were wholesale foreclosures of farmland and 
many of the farmers were landless and homeless, facing a desperate situation. 

In the Department of Agriculture, immediate action was taken to meet this 
situation. There were no precedents to follow, no signposts to point the way to a 
solution. But something had to be done. 

At a series of meetings of growers in the latter part of 1933, it was agreed that 
all tobacco growers would be asked to voluntarily reduce their tobacco produc- 
tion in 1934. The growers responded almost unanimously, and on the strength 
of their pledges to reduce production, most of the buying companies agreed to 
pay fair prices for the remainder of the 1933 crop. 

Under these agreements, the 1933 crop was marketed, and the production of 
the 1934 crop begun. However, it soon became evident that voluntary agree- 
ments to limit production were not sufficient. Some growers took advantage of 
the sacrifices of others, and increased their plantings while their neighbors were 
reducing their plantings. ‘Too many of them were willing to milk their neighbor’s 
cow through a crack in the fence. And so, another step forward was taken. The 
Kerr-Smith Act was born. 

Under this act, tax penalties were provided against those who insisted on plant- 
ing tobacco acreage in excess of a farm quota determined by the Department of 
Agriculture. 

This program was invalidated by the 1936 Supreme Court decision on the Agri- 
cultural Adjustment Act of 1933. In the Agricultural Adjustment Act of 1938, 
tobacco growers were authorized to use marketing quotas in order to keep supplies 
in line with demand. 

Under this program, the economic status of tobacco growers has improved sub- 
stantially and their economic well-being has contributed greatly to the prosperity 
of a large area of this country and to the prosperity of the Nation. 

This program is not a program of scarcity. Leaf tobacco lends itself admirably 
to storage, and at least 20 months’ supply is always on hand. Also, tobacco pro- 
duction can be expanded greatly from one year to another. Therefore, it is rela- 
tively easy through quotas and through storage to keep tobacco stocks stable and 
in line with demand. During the years that this program has been operating there 
has been neither a scarcity of tobacco nor a burdensome surplus. The prices have 
been relatively stable, and all segments of the tobacco industry have been reason- 
ably satisfied with the results of the tobacco program. 

Under this program of marketing quotas and price supports, the price average 
of tobacco is supported at 90 percent of parity, through money borrowed from 
Commodity Credit Corporation. These operations have shown a net gain for the 
Government from interest returns above the cost of money and administration. 
Penalties collected on quota operations have about covered administrative costs. 

As I stated before, over a fourth of our tobacco production is exported and con- 
sumed in foreign countries. ‘Tobacco has been an important export crop since 
the first settlement was made in this country at Jamestown. During the 17th and 
18th centuries, tobacco was one of the most important commodities and the most 
important agricultural commodity exported by this Republic. At the present 
time, tobacco is the third most important farm crop exported. Thus, tobacco 
has contributed to the development of this country by earning funds which were 
used to purchase foreign goods and services needed particularly in its early 
development. 
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At present, our greatest difficulty in maintaining and expanding the foreign 
market for United States tobacco, which is of such vital concern to the tohacco 
industry, arises because of the scarcity of dollars in the hands of foreign purchasers. 
It is unquestioned that the quality of most United States tobacco is superior to 
that of any other country, and, on a free market where dollars are available, we 
can outsell other tobacco on a competitive basis. 

A lot has been said about the dollar gap between imports and exports. This 
gap must eventually be closed. It can be closed (1) by increasing the sale of 
foreign goods in this country, (2) by decreasing the sale of our goods in foreign 
countries, or (3) by outright gifts of dollars to foreign countries. 

World trade is a two-way street. We cannot continue to sell if we refuse to 
buy. We cannot continue to give ome our resources. We believe it is illogical 
to subsidize the world consumption of United States farm products by loans and 
grants, and at the same time refuse to buy foreign imports. We believe that the 
permanent solution of the whole question is a relaxation of tariff barriers, simpli- 
fication of customs, and the negotiation of reciprocal trade agreements. 

We do not advocate the abolition of all trade restrictions. There may be times 
when it is necessary to protect certain segments of agriculture and industry by 
the imposition of import quotas. But such restrictions should be used only when 
they serve the interests of a substantial part of the people of this country. A 
striking example of the disruptive effect of use of trade restrictions is exemplified 
by section 104 of the Defense Production Act, relating to cheese and dairy products. 
In my State of North Carolina, a large part of our dairy products come from other 
States. The money with which to pay for these products is derived principally 
from the sale of tobacco, domestically and in foreign markets. When import 
restrictions on cheese from Holland and Denmark were imposed, these countries 
curtailed the purchase of our tobacco. Therefore, we had less money with which 
to buy dairy and other products. If the export market is lost, people in the to- 
bacco areas undoubtedly will expand dairying operations and thereby begin to 
compete with dairy farmers in other areas. 

The same thing applies to other products. Within the tobacco areas lies a 
great potential market for all the products grown or manufactured in this country. 
If we lose our foreign markets for tobacco, not only will the producers of farm 
products suffer, but also the manufacturers of automobiles, refrigerators, and a 
myriad of other products will lose an important segment of their market. 

International trade is the exchange of commodities advantageously produced 
in one country for commodities advantageously produced in another country. 
Certain countries have definite advantages for the production of some commodities, 
and other countries for the production of other commodities. 

We are able to export tobacco because we produce more desirable tobacco than 
that grown in other countries. Some of those countries produce other products 
more advantageously than we can produce them. 

We could exist in the United States with a minimum of foreign trade, but it 
would be a meager existence, with a relatively low standard of living. 

Many tobacco manufacturers in foreign countries desire to increase their 
purchases of United States tobacco, but are unable to do so because they are 
unable to get more dollar exchange. In fact, they are reducing their purchases 
because the dollars are not available to them. 

It is our belief that the small amount of imports necessary to close the dollar 
gap would have no adverse effect upon the economy of this country nor upon the 
workingman. It is heartening to observe that the representatives of labor have 
have not generally opposed the proposition of allowing more imports to be sold in 
this country in an effort to balance exports with imports. 

Another point that arises is the fact that in our effort to build a solid front 
against Communist aggression, we must make some concessions to our allies. 
Unless we trade with Japan, Japan will inevitably establish trade relations with 
Red China and thereby fall into the Red orbit. nless we trade with Germany, 
the hub of Europe, it is inevitable that the Germans will turn eastward to Red 
Russia. We cannot eat our cake and have it too. Either we allow the western 
nations a reasonable opportunity to trade with us, or we will lose their friendship 
and their support. 

We, therefore, make the following recommendations: 

We believe that the Reciprocal Trade Agreements Act should be extended 
with some modification of the crippling amendments that have been adopted in 
recent years. I refer to the escape clause and the peril-point provisions in the 
present act. We do not believe that there is enough recognition of the interests 
of exporting groups and of the public generally in these provisions. We believe 
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that the interests of exporting groups and of consumers should be considered, 
along with those of the producers of the commodities affected diree ly by these 
provisions. We believe that they should have an opportunity to be heard before 
any final action is taken which might adversely affect their interest. 
e favor the repeal of the so-called buy-American legislation which stipulates 
that Government agencies acquire only domestic materials and products except 
(1) where supplies are not available domestically, (2) where domestic procure- 
ment would not be in the public interest, or (3) where domestic prices are un- 
reasonably high. The phrase “not unreasonably hig .”’ has been interpreted to 
mean not over 25 percent higher. In effect, this amounts to a special tariff of 
25 percent on all imported materials purchased by the United States Government 
for whatever use, and, therefore, increases Government expenditures by that 
amount. We find it difficult to justify the continuance of this policy and believe 
that it not only reduces imports but also makes necessary larger appropriations 
for Government departments than would otherwise be necessary. 
We favor the simplification and modernization of our customs procedures. 
They have not been modernized over a long period. Many of them were devel- 
oped under laws enacted when we had many infant industries to protect and 
develop in the United States. Now that these industries have grown up, they 
don’t need the same kind of protection. The President has recommended that 
action be taken by Congress to modernize customs procedures and we concur in 
this recommendation. 
We are opposed to the reenactment of section 104 of the Defense Production 
Act. We believe that this section of the Defense Production Act has been detri- 
mental to our overall national interests. We believe that the advantages that 
have accrued from section 104 have been more than offset by the harm to our 
export trade and the ill will that has been engendered among our western allies. 
We recognize that the producers of products largely for the domestic market 
have their problems. We think that their interests should be carefully considered. 
At the same time, producers of commodities for export have their problems. 
Their interests should also be considered carefully. The final decision to be made 
should always be in the overall public interest. 
Certain basic facts should be recognized. First, foreign nations today want 
to buy more from the United States than they can sell in the United States. 
Since the rest of the world already is indebted to the United States, it follows that 
dollars earned by selling goods in this country will promptly be spent for goods 
they want from this country. Thus, we cannot have a net loss of employment 
. or income through increased foreign trade in view of our present position in rela- 
: tion to the rest of the world. 
Second, we are concerned about our national safety in the years ahead. We 
F want and need friends and allies around the world. Most of the nations we hope 
) to have as friends and allies must trade in order to live. If we fail to provide 
terms and conditions under which they can and will trade with us, then they will 
be forced to trade elsewhere. This could be disastrous to us sometime in the 
4 future if their friendship and alliance should follow their trade elsewhere. 


The CuarrMan. Does that complete your statement? 

Mr. Hutson. Yes, sir, Mr. Chairman. 

The CuarrMan. We appreciate your appearance and the helpful 
information given the committee. 

Are there any questions? 

Mr. Esernarter. Mr. Hutson, I take it that it is your opinion and 
the considered opinion of the organization which you represent that 
the escape clause as presently embodied in the law which is not 
affected by Mr. Cooper’s bill, i. R. 1, is unduly restrictive in that it 


does not have the authority for the Tariff Commission to consider the 
national interest. 


Mr. Hutson. That is correct. 

Mr. Eseruarter. But only to consider the specific interests of a 
specific industry? 

Mr. Hutson. Mr. Eberharter, that is my interpretation of the 
escape clause in connection with the determination made by the 
Tariff Commission. When this determination is reviewed by the 
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President, other considerations are involved. They do consider the 
public interest, the other groups, but the Tariff Commission, as I 
understand it, is directed to consider only the group of people in this 
country that might be affected and we think that is unduly restrictive. 

Mr. Eseroarrer. Just further along that line, Mr. Hutson, the 
Tariff Commission does not consider also the effect that a raise in 
tariff rates might have on other industries in the United States? 

Mr. Hutson. That is my understanding. 

Mr. Eseruarter. In that respect the present statute is inadequate 
since it ignores the national interest, is that your opinion? 

Mr. Hutson. That is my judgment. 

Mr. Exsersarter. Thank you very much. 

The CuarrMan. Any further questions? 

Mr. Reed, of New York will inquire. 

Mr. Reep. Mr. Hutson, I plead not guilty so far as having much 
information about tobacco. You spoke about France purchasing a 
large amount of American tobacco, is that right? 

Mr. Hutson. I didn’t mention it. France does buy some tobacco 
from the United States. 

Mr. Reep. They import much of it and tax it very highly, is that 
right? They tax it for revenue purposes? 

Mr. Hutson. You mentioned France. 

Mr. Reep. Yes, particularly. 

Mr. Hutson. They don’t have a tax as such in France. There is a 
tobacco monopoly in France and they grow most of the tobacco that is 
used in France within the country. I say 90 percent of the tobacco 
that is used in the tobacco products in France is grown in the country, 
there is a tobacco monopoly and this tobacco monopoly contracts 
with growers to grow tobacco for the monopoly, they buy some tobacco 
from the United States, less than 10 million pounds a year, it is one of 
the smaller markets but they buy some here and some from other 
countries and they manufacture that into tobacco products and then 
fix a price and sell that and since the monopoly is a state monopoly, 
the difference in what they pay the grower or pay us is profit to the 
state but there is not a tax as such in France. 

Mr. Reep. It amounts to the same thing, though. 

Mr. Hutson. Yes, it amounts to the same thing. 

Mr. Reep. I have often wondered just why there is a tariff or 
charge imposed to prevent tobacco seed being exported from this 
country. What is the purpose? 

Mr. Hutson. Well, this is an old law that has been on the statute 
books, as I recall, some 10 or 15 years and it prohibits the exportation 
of tobacco seed except for experimental purposes. But they are able 
in most foreign countries to get the seed for experimental purposes and 
during the past—well, take prewar, take flue-cured tobacco which is 
the most popular tobacco that we grow from the standpoint of 
increasing production in foreign countries and increasing consumption 
in foreign countries, just before the war, say 1935 to 1939, we produced 
about 800 million pounds of flue-cured tobacco in this country and 
they produced about 400 million pounds in foreign countries. 

At the present we are producing about a billion and a quarter pounds 
in this country and foreign countries are producing about an equivalent 
amount, but the purpose of that bill to which you referred which has 





Boel. ee 


erry eraan 


TRADE AGREEMENTS EXTENSION 685 


been in effect longer than that was to discourage the production of the 
tobacco in foreign countries. 

Mr. Reep. Competitive tobacco? 

Mr. Hutson. That is right. 

Mr. Reep. Does Switzerland tax imports of tobacco from this 
country? 

Mr. Hutson. Yes, they have both an import duty and excise tax 
more nearly like we do in this country than is the case in England. 

Mr. Reep. They tax it over there—is it a state affair, a state 
organization? 

Mr. Hutson. No, it is free enterprise in Switzerland just as in 
this country. 

Mr. Reep. They don’t tax it over there just for revenue, is that 
right? 

Mr. Hutson. Yes, they tax it for revenue, just as we do here. The 
system in Switzerland is very similar to what we have here. 

Mr. Reep. You stated, I believe, that you did not favor free trade, 
is that right? 

Mr. Hutson. Well, take tobacco. Under the reciprocal trade 
agreements program they reduced the import duty from 5 to 17% cents 
a pound on cigarette tobacco and the tobacco industry have never 
complained. They felt the gain they got because of the concession 
the other country got more than offset that. I recognize not all 
industries are in the same shape as tobacco. It wouldn’t disturb the 
cigarette part of the industry, the growers, if they made further reduc- 
tions in that. You will not find us complaining. 

Mr. Reep. You spoke about the benefits our country got from these 
lowering rates. Can you tell me, give me a list of the benefits we 
derived from any of our trade agreements? Point to one specific 
thing where we have benefited. 

Mr. Hutson. Mr. Reed, every time we sell in foreign countries one 
hogshead of tobacco we are benefiting from that because we might not 
be able to sell that tobacco. We have gained some in exports under 
this, since this program started, yes. 

Mr. Reep. I have never been able to find them. 

Mr. Hutson. In exports of United States tobacco? 

Mr. Reep. Yes. 

Mr. Hutson. We are exporting more tobacco than we did before the 
start of the reciprocal trade program. As we benefit in tobacco—we 
feel every time we make a sale in the foreign country we benefit. 

Mr. Reep. Would you benefit more if you had free trade on 
tobacco? 

Mr. Hutson. As far as tobacco is concerned, I think that is true 
but I am not advocating that because not all industries are in the 
same position we are in and some of them have some problems that 
might be difficult to deal with. I am advocating the gradual elimi- 
nation as is provided in this bill or some further reduction in our rate 
as provided in this bill. 

Mr. Reep. All leaning in the direction of free trade? We have 
the lowest tariff rates now of any country. 

Mr. Hutson. We could have a higher standard of living in time 
but it would create problems if we marked all tariffs off the books 
immediately. 

Mr. Reep. Thank you. 


45 
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The Cuarrman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Following up the line Mr. Reed has been pursuing, 
what was the approximate total exports of tobacco 21 years ago 
when the reciprocal trade agreements were adopted? 

Mr. Hutson. 450 million pounds, approximately.’ 

Mr. Mason. What is it now? 

Mr. Hutson. About 600 million pounds. 

Mr. Mason. Then it has increased during those 21 years from 
450 million to 600 million? 

Mr. Hutson. Roughly those figures. 

Mr. Mason. That is about a fourth or 25 percent. 

Mr. Hutson. That is right. 

Mr. Mason. Very well. What was the consumption of tobacco 
in the United States 21 years ago, approximately? 

Mr. Hutson. That would put us back to 1933. 

Mr. Mason. 1934, early part of the thirties. 

Mr. Hurson. | would say roughly 700 million pounds. 

Mr. Mason. And what is it today? 

Mr. Hurson. About a billion two or three hundred thousand. 

Mr. Mason. That has increased much more than the 25 percent, 
almost doubled in fact. 

Mr. Hutson. That is right. 

Mr. Mason. And would you say that was the result of the reciprocal 
trade agreements as the supposition was that the increase abroad for 
our tobacco was the result of the reciprocal trade agreements? Per- 
haps it is a result of the fact that more people are smoking now and 
the population is larger now in both Europe and the United States. 
Wouldn’t you say that would be a more reasonable assumption for 
the increase of tobacco now that we are shipping abroad? 

Mr. Hutson. It is, Mr. Mason, the reason for the larger demand, 
the fact that there are more people, but if people in foreign countries 
couldn’t get the dollar exchange with which to buy our tobacco, they 
can want it ever so badly, but they would be unable to satisfy that 
demand that they have for the tobacco. 

Mr. Mason. About this dollar exchange, it is like Mark Twain’s 
death, it has been greatly exaggerated because Secretary Dulles told 
us here a week ago Monday that Europe has a 14 billion reserve, the 
highest dollar reserve in the history of the world. So this dollar 
shortage abroad for buying our products has been somewhat exag- 
gerated, I would say. 

Mr. Hutson. If I understood the Secretary—I heard part of the 
ae statement—he referred to a gold and dollar reserve of 14 

illion. 

Mr. Mason. He made the definite statement that the dollar reserve 
in the overall picture in Europe, some countries not, some countries 
more, but the dollar reserve of the overall picture in Europe was $14 
billion, the largest it has ever been in the history of the world. 

That is all, Mr. Chairman. 

The CuarrmMan. Any further questions? 

Mr. Sadlak of Connecticut will inquire. 

Mr. Sapuax. To help you with your colloquy with my colleague 
Mr. Mason, isn’t it a fact that more cigarette smoking had taken 
place because of the fact that we had a war or some say two wars, and 
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isn’t it a further fact that tobacco has always been considered actually 
our first line of defense? 

Mr. Hutson. Well, I am not quite as familiar with the second part 
of the observation as | am with the first. It is a fact that in the First 
World War and in also the Second World War there was a rapid 
increase in the use of cigarettes. Cigarette consumption did increase 
very rapidly in the First World War and again in the Second World 
War. There has been a gradual increase over a period of years but the 
rate of increase was more rapid during the two wars. 

Mr. Sapuak. As a matter of fact, during the war we exported a 
great many tobacco products to our forces all around the world? 

Mr. Hutson. That is correct. 

Mr. Sapiak. Let me ask one further question. You mentioned 
excise taxes. Are you in any way advocating a reduction in the 
excise taxes on tobacco products? 

Mr. Hutson. Well, I didn’t know that that was before this com- 
mittee. I happen to be in some of my other capacities as president 
of a tobacco tax council—no doubt we will submit a statement on that 
when the committee has it for consideration. 

The CHatrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. Mr. Hutson, what position do you take with respect 
to the artificial supports that we have here at home to hold the price 
up on tobacco? Do you think they should be maintained or do you 
believe they should be negotiated downward by executive authority 
in the reciprocal trade agreements? 

Mr. Hutson. Well, I don’t know as price supports come up for 
negotiation in reciprocal trade agreements. It seems to me the price 
oo is one thing—that is, our domestic price policy is one policy, 
and 

Mr. Srmpson. It is a restriction against free trade? 

Mr. Hutson. Yes. 

Mr. Simpson. You have made the broad suggestion in here—I will 
not put words in your mouth—to the effect that we should get rid of 
these barriers to freer trade. 

Mr. Hutson. Reduce them when possible. 

Mr. Stmspon. The escape clause is one you would like to change and 
quotas on the part of foreign countries is one you would like to change 
and limitations on imports to those countries and I say another one is 
the price-support program here at home on tobacco products. 

Mr. Hutson. Yes. 

Mr. Simpson. Another is the matter of seed. I assume you 
wouldn’t object if that were repealed, limitations on shipping of seed? 

Mr. Hutson. That wouldn’t disturb me much. I am speaking for 
myself on that. 

Mr. Simpson. You can limit your comments as much as you want 
to but I ask you whether this matter of price supports on tobacco, 
whether you think it should be negotiated? 

Mr. Hutson. I will tell you what I think the organization stands 
for. Most of the producer organizations favor the maintenance of the 
present price supports. 

Mr. Stmpson. As I understand, you say that limitation on free 
trade—that you don’t want changed? 

Mr. Horson. It affects it this way, as I understand it. It is not a 
restriction on trade except as the higher price may put you out of 
competition, but there is no restriction. 
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Mr. Smmpson. It is a restriction—— 

Mr. Hutson. In that way. 

Mr. Simpson. It is an artificial limitation and artificial increase in 
price. 

Mr. Hutson. Yes. 

Mr. Stmpson. You are advocating the removal of these artificial 
limitations between nations and yet there is one you don’t want 
removed, is that right? 

Mr. Hutson. I am advocating removal of restrictions on trade. 

Mr. Stmpson. Including price support on tobacco? 

Mr. Hutson. Not price support. 

Mr. Srmpson. All except that? 

Mr. Hurson. I am not referring to price supports. 

Mr. Stmpson. I am asking you a question. You don’t have to 
answer the question. My question is, if you care to answer it, Are you 
unwilling to have us negotiate this matter of prices which tends to 
increase the price of tobacco, namely, price supports? 

Mr. Hurson. We could argue a long time. I would say generally 
the people I represent favor the continuation of the price supports. 

Mr. Smwpson. That is right, so that you are not 100 percent in 
favor of the removal of the limitations to free trade. 

Mr. Hurson. We are not in favor of—we don’t think that the 
import duty is of much value here. We are willing to grow tobacco 
with people in foreign countries and sell it freely and if we have a price 
support, sell it above that price support. 

Mr. Smpson. We have, as you know, a number of quotas in the 
United States dealing with the matter of importing of tobacco. Do 
you want them retained? 

Mr. Hutson. Quotas on the production of tobacco; yes, sir. That 
is true. 

Mr. Stpson. You want them retained? 

Mr. Hutson. Yes; the producing industry generally favors con- 
tinuation. 

Mr. Simpson. The purpose of them is to hold the price up, isn’t 
that right? 

Mr. Hutson. The purpose of the quotas on tobacco is to produce 
the quantity for which there is a demand. 

Mr. Stwpson. And another way to put it, and the way I would 
put it to the average man, is that would hold the price up so the 
American farmer gets a fair and proper price; is that right? 

Mr. Hurson. Well, I wouldn’t say it just as you did. 

Mr. Simpson. You don’t deny I am saying what is right, that the 
farmer who raises the tobacco is in favor of the quotas because of 
the result of it, that he gets a fair price for his work? 

Mr. Hutson. That is correct, by tending to produce the thing for 
which there is a demand, he gets a better price than he otherwise 
would get. 

Mr. Simpson. I think I am not stretching it when I say you favor 
the continuation of that and that is an artificial way of increasing 
the price and thereby limits international trade and you want to 
continue that. I do. 

Mr. Hutson. Take this question of your import duty on tobacco 
and import duty on some other commodities. We are much more 
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concerned with the removal of the duties on the goods that come in 
here if it includes tobacco, assuming it includes tobacco, we think 
we will be better off than we would even though the other country 
doesn’t lower them than we would otherwise be because then they 
could sell in this country and get foreign exchange to buy tobacco 
and other export crops. 

I don’t see the relation you are pointing out there between price sup- 
ports on domestic commodities—lI agree it is a restrictive measure— 

Mr. Stupson. That is it. 

Mr. Hutson. I agree but it is not the same kind of restrictive 
measure as a quota on imports or an import duty. 

Mr. Stmpson. Thank you, sir. 

The CuatrMan. Any further questions? If not, we again thank 
you, Mr. Hutson, for your appearance and information you have 
given the committee. 

The next witness on the calendar is Mr. Stacey Bender, Jr., chair- 
man, foreign policy committee, North Atlantic Ports Association. 

Please give your name, address and capacity in which you appear, 


Mr. Bender. 


STATEMENT OF STACEY BENDER, JR., CHAIRMAN, FOREIGN 
POLICY COMMITTEE, NORTH ATLANTIC PORTS ASSOCIATION 


Mr. Benper. My name is Stacey Bender, Jr. I am director of 
the export and import bureau of the Baltimore Association of Com- 
merce and | am appearing before you as chairman of the foreign 
policy committee of the North Atlantic Ports Association. 

The North Atlantic Ports Association, Inc., is comprised of public 
and private terminal operators of marine terminals located on the 
United States north Atlantic coast within the States of Maine, New 
Hampshire, Massachusetts, Rhode Island, Connecticut, New York, 
New Jersey, Pennsylvania, Delaware, Maryland, and Virginia, as well 
as consulting or harbor engineers, stevedores, bankers, marine insur- 
ance underwriters, shippiag companies, import and export firms, com- 
mercial organizations and others. The objects and purposes of this 
association are to encourage and promote: 

(a) World trade; 

(6) Development of foreign and domestic commerce to and from 
all United States north Atlantic ports; 

(c) Development of ports along sound economic lines, including 
operations and maintenance, engineering, design, construction, admin- 
istration, management, and so forth; 

(d) Standardization of the descriptions of rules and of services; 

(e) Exchange of ideas and information on all port activities. 

The foreign waterborne commerce of the member ports in 1953, 
the latest full year of record, was 119,758,000 short tons, or 55.97 
percent of the total foreign waterborne commerce of the entire United 
States during this same period. The value of this tonnage, however, 
was $11,052,400,000 or 64.6 percent of the total value of waterborne 
foreign commerce of the United States. A recent survey by one of 
the most prominent ports in the north Atlantic range indicates that 
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each ton of cargo loaded or unloaded produces a direct dollar expendi- 
ture in the port area as shown in the following table: 


General cargo 
Crude oil! 


1 Includes value added by refining. 


These figures are exclusive of any moneys paid for transportation 
outside the port area. Under detailed analysis, the main segments 
of this important economic factor comprise vessel disbursements, 
port terminal income, rail and motor freight credited to the port 
area, vessel crew expenditures in the port area, and auxiliary services. 
Subdivisions of these general headings have been scrutinized closely 
for individual accuracy. 

It will be seen that the facilities comprising the ports of the north 
Atlantic range, therefore, employ many hundreds of thousands of 
taxpayers and represent capital investment well into the billions of 
dollars. It will be seen that the interest of our membership in the 
matter pending is substantial. 

It. is a well-established fact that our Nation is basically an im- 
porter of raw material and an exporter of finished products. It has 
been equally well determined that over the past 2 years our Nation’s 
export business has suffered to the extent of over a billion dollars a 
year. It is the opinion of this association that. present free world 
trade stagnation can be partially ascribed to the unwillingness of 
previous Congresses to undertake the responsibility of leadership in 
a stable reciprocal trade program. 

Imperative to the success of any legislation intended to partially 
relieve the present virtual impasse is that we attain a greater degree 
of foreign trade policy stability. It is respectfully urged that what- 
ever legislation is finally determined, that such a program extend over 
as long a term as is deemed prudent, but in any case not under 3 years. 

The North Atlantic Ports Association is of the opinion that it is 
both desirable and necessary that the Trade Agreements Extension 
Act of 1955, H. R. 1, be acted on affirmatively by the Congress. The 
bill provides for an orderly continuation of the reciprocal trade agree- 
ments program for the next 3 years. This program has been the 
cornerstone of the United States’ foreign economic policy, and a 
fundamental means of expanding trade for the past 20 years. The 
limited provisions for the negotiation of reductions.of specific tariff 
duties by no more than 15 percent over the next 3 years, with no more 
than one-third the reductions becoming effective in any 1 year, insure 
that there will be no drastic changes in the levels of our import duties 
and that only moderate adjustments will be made. 

The North Atlantic Ports Association believes strongly that enact- 
ment of the Trade Agreements Extension Act of 1955, H. R. 1, will 
be a measure of the good faith of the United States in seeking to 
reduce trade barriers and restrictions, and in the stated objective of 
expanding the flow of our foreign trade, both export and import. It 
urges passage of the act on the grounds that this will be of great benefit 
not only to its member ports which are concerned with the actual 
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movements of foreign trade, but—and more importantly—to the 
economic well-being of the Nation as a whole. 

The CuarrmMan. Does that complete your statement, Mr. Bender? 

Mr. Benper. Mr. Chairman, | have a request to make. That 
completes my statement on behalf of the North Atlantic Ports Asso- 
ciation, sir. However, I also have a short resolution by the American 
Association of Port Authorities who I also represent that I would 
like to present. 

The CHarrMAN. That is this one page? 

Mr. Benper. Yes, I need not read it. You all have it. 

The CuarrMANn. Without objection, it will be included in the record 
following your statement. 

Mr. Benper. Thank you, sir. 

(The document referred to follows:) 





STATEMENT OF THE AMERICAN ASSOCIATION OF Port AUTHORITIES, INc. 


Whereas the authority extending the reciprocal trade agreements will expire 
in midyear 1955; and 

Whereas the President of the United States has, by authority of the Congress, 
appointed an Economic Foreign Policy Commission to study such agreements 
and the entire subject of foreign trade for the United States; and 

Whereas the economy of the ports of the United States depends upon a high 
level of world trade, which can only be maintained by a liberal foreign trade policy 
which will encourage imports, resulting in dollars abroad returning to the United 
States to pay for exports: Now, therefore, be it 

Resolved, That the Committee on Foreign Commerce be and the same is hereby 
authorized to use all reasonable means to support the renewal of said reciprocal 
trade agreements, to study the report of the President’s Commission on Economic 
Foreign Policy, to furnish copies of this report to all United States members of 
this association, to advise said members of the effects this report might have 
upon their commerce, and finally to work with the committees of the Congress 
of the United States toward obtaining a liberal foreign trade policy; be it further 

Resolved, That the tender of support and aid made by the Committee on 
Foreign Commerce to the President’s Commission on Foreign Economic Policy 
be and the same is hereby confirmed by this association. 

I, Paul A. Amundsen, executive secretary of the American Association of Port 
Authorities, certify that the above is a true and correct copy of resolution unani- 
mously passed by United States members only at the 43d annual meeting and 
convention, San Francisco, Calif., October 29, 1954, in accordance with bylaw 
No. 19. 

(Signed) Paut A. AMUNDSEN. 

The CHarrMAN. Are there any questions? 

Mr. Reed of New York will inquire. 

Mr. Resp. I notice here you are speaking also for the stevedores, is 
that right? 

Mr. Benper. Yes, sir; there are many stevedores in the member 
ports that are members of our association. 

Mr. Reep. I was wondering to what extent and how expensive were 
the strikes that tied up the shipping. 

Mr. Benpver. You refer to the strikes in the port of New York? 

Mr. Regep. Yes. 

Mr. Benper. The port of New York has estimated that the strikes 
have cost them about 10 percent of their total foreign commerce which 
I would estimate to be presently in the vicinity of 31 million tons a 
year, 10 percent of that would be 3,100,000 tons, 10 percent of the 
rough commerce itself would be hard to estimate, sir, because you 
don’t know exactly what class of commerce they are losing so you 
can’t tell the value of that commerce to the port. 
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Mr. Reep. Thank you very much. 
The CHarrMan. Any further questions? 


_If not, we again thank you for your appearance and the information 
given the committee. 


(The following material was submitted for the record:) 


THe AMERICAN ASSOCIATION OF Port AvTHORITIEsS, INC., 

Washington, D. C., January 11, 1955. 

Hon. JERE Cooper, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cooper: With respect to H. R. 1, which would extend Presi- 
dential authority on reciprocal trade agreements on a 3-year basis and provide 
for reduction of tariff rates on selected commodities by not more than 5 percent 
a year for 3 years, we call your attention to resolution No. 49 of the American 
Association of Port Authorities, attached, which is in basic support of the pro- 
posed legislation. 

The American Association cf Port Authorities is an organization of those 
public boards and bodies which as agencies of city, State, or county, are respon- 
sible for the development of the seaports of this Nation. Membership is vir- 
tually unanimous among such organizations on the North Atlantic, South Atlantic, 
Gulf, Pacific, and Great Lakes coastlines, including such agencies as the Port 
of New York Authority; Delaware River Port Authority; Virginia State Ports 
Authority; North Carolina State Ports Authority; Harbor Department, City of 
Miami; Alabama State Docks Board; Board of Commissioners of the Port of 
New Orleans; Harris County Houston Navigation District; Board of Commis- 
sioners of the Port of Los Angeles; Board of State Harbor Commissioners for the 
Port of San Francisco; and Commission of Public Docks for the Port of Portland, 
Oreg. These are cited simply to indicate the character of the membership. 

Because the member ports of the association are the Nation’s gateways for world 
trade, the interest of the association in this legislation and increased level of trade 
is obvious. Less obvious is the beneficial affect of such legislation as H. R. 1 
on the economic health of large and small seaport areas with their tremendous 
combined population, plus the continued effectiveness of these port areas as aids 
to national defense through steady use as channels of trade. 

Accordingly, the American Association of Port Authorities, through its com- 
mittee on foreign commerce, wishes to go on record in support of H. R. 1, and 


requests that this communication, plus resolution No. 49 attached, remain a part of 
the record of the hearings. 


Respectfully submitted. 

COMMITTEE ON FoREIGN COMMERCE, 
Lewis I. Bourceois, Chairman. 
Louis BEAupRY. 
BeRNARD J. CAUGHLIN. 
M. C. CUNNINGHAM. 
WarRREN D. LAmMport. 
FRANK W. DunuaM, JR. 
Davip H. CLarK. 
Cutrrorp B. O’Hara. 


RESOLUTION No. 49—ReEciprocaL TRADE AGREEMENTS 


Whereas the authority extending the Reciprocal Trade Agreements will expire 
in midyear 1955; and 

Whereas the President of the United States has, by authority of the Congress, 
appointed an Economic Foreign Policy Commission to study such agreements 
and the entire subject of foreign trade for the United States; and 

Whereas the economy of the ports of the United States depends upon a high 
level of world trade, which can only be maintained by a liberal foreign trade 
policy which will encourage imports, resulting in dollars abroad returning to the 
United States to pay for exports: Now, therefore, be it 

Resolved, That the Committee on Foreign Commerce be and the same is hereby 
authorized to use all reasonable means to support the renewal of said Reciprocal 
Trade Agreements, to study the report of the President’s Commission on Eco- 
nomic Foreign Policy, to furnish copies of this report to all United States mem- 
bers of this association, to advise said members of the effects this report might 
have upon their commerce, and finally to work with the committees of the Con- 
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gress of the United States toward obtaining a liberal foreign trade policy: Be it 
further 


Resolved, That the tender of support and aid made by the Committee on For- 
eign Commerce to the President’s Commission on Foreign Eeonomie Policy be 
and the same is hereby confirmed by this association. 

(San Francisco, Calif., 43d annual convention, October 29, 1954. Unani- 
mously adopted by United States members only, voting in accordance with by- 
law No. 19.) 


Bytaw 19—Marrers INVOLVING NATIONAL POoLicy 


If it shall be or become necessary to take a vote of the membership to determine 
the action to be taken by the association with respect to any legislative proposal 
pending before the Congress of the United States or with respect to any other 
matter which involves the policy of Congress or the governmental policy of the 
United States, only the votes cast by or on behalf of corporate members from 
the United States (including its Territories, possessions, and dependencies) shall 
be counted. Similarly, if it shall be or become necessary to take a vote of the 
board of directors or of any committee with respect to any such matter, only the 
votes of such members of the board or of such committee as are citizens and 
residents of the United States shall be counted. 

If as a result of any such vote, any recommendation shall be made or any 
opinion expressed on behalf of the association with respect to any such matter 
(whether to Congress or to any officer or agency of the United States or to the 
public press or otherwise), it shall also be stated that only United States ports, 
or United States citizens, as the case may be, voted upon such recommendation 
or expression of opinion. 


The CHarrMAN. The next witness is Mr. Samuel Nakasian. If you 
are present, come forward, please. 


STATEMENT OF SAMUEL NAKASIAN, THE WASHINGTON BOARD 
OF TRADE, WASHINGTON, D. C, 


Mr. Naxastan. My name is Samuel Nakasian. I am a legal and 
economic adviser on international trade and foreign investment. My 
offices are in the American Security Building in Washington. 

I appear before this committee on behalf of the Washington Board 
of Trade whose membership numbers more than 6,000 business and 
professional leaders of the Washington metropolitan area. Many of 
our members represent leading American business corporations whose 
millions of employees, stockholders, and customers are directly affected 
by America’s foreign economic policies. 

On June 7, 1954, upon the recommendation of the world trade com- 
mittee, the Washington Board of Trade adopted a policy urging the 
extension of the period during which the President is authorized to 
enter into foreign trade agreements under section 350 of the Tariff 
Act, as amended. That policy still stands. 

However time has not been sufficient since the introduction of 
H. R. 1 on January 5 to permit action on the proposed amendments 
contained therein. 

I would nevertheless like to take a few moments to express some 
views which I have formulated after years of experience in the inter- 
national trade field and which I trust will be of value to the members 
of the committee. 

It seems to me, Mr. Chairman, that there are two major questions 
in considering the merits of H. R. 1. The first is: Would H. R. 1 be 
harmful to our industries and to our Nation? 
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The second is: Would H. R. 1 promote a desirable foreign economic 
policy, considering the political, military and economic commitments 
of the United States? 

I would like to discuss these questions briefly. Would H. R. 1 be 
harmful to our industries and our nation? 

H. R. 1 proposes to amend the Tariff Act of 1930, as amended, in 
order to grant the President a degree of latitude of discretion in the 
lowering of tariffs. It establishes numerical limits beyond which the 
President may not go in cutting duties. The President’s discretion 
is also limited by qualitative standards in reducing tariffs; standards 
designed to prevent injury to American industry. Needless to say, 
the act does not empower the President to employ, as the expression 
goes, the meat ax to the tariff structure of the United States. In 
purpose and spirit, H. R. 1 would continue a policy of limited flexi- 
bility in tarifis—a policy administered, most people would agree, 
with reasonable success for almost 20 years. Opponents of such a 
policy of flexible tariffs should accept the burden of proving injury 
as a result of the importation of foreign goods. The “escape clause”’ 
in the bill offers them the means of doing so. I believe that within 
the limits and standards as prescribed Congress is correct in au- 
thorizing the President to employ the administrative machinery of 
the Government to review and decide each case of specific hard- 
ship—rather than reserve this technical function for Congress. 

There is a great deal of evidence that, far from threatening the 
American economy, a policy of gradually freeing world trade from 
governmental restrictions is essential to its continued health and 
growth. Our exporting industry represents a vital and expanding 
segment of our economy. Yet as economic aid dwindles the volume 
of our exports tends to become exclusively dependent upon the volume 
of our imports. Without economic aid foreign countries must earn 
dollars in the United States market in order to buy United States 
goods. 

We are faced with a simple series of logical choices. To hold our 
exports even we must hold both aid and imports even. To expand 
exports we must increase either aid or imports or both. To expand 
exports and reduce aid we must boost imports by the sum of the in- 
crease in exports and the decrease in aid. 

At the same time, our economy as it expands inevitably will need 
increasing amounts of foreign raw materials to keep running. It can- 
not be assured of getting them in the absence of an orderly and stable 
free world trading system, the creation of which is dependent upon 
passage of H. R. 1. 

The dependence of the United States economy upon world markets 
and sources of raw materials is great today. But if the expansion of 
the economy to a GNP of $500 billion or more by 1965—projected by 
the President occurs, foreign markets and resources are bound to be- 
come proportionately more vital. In fact, it is very doubtful whether 
this hoped for growth can come about except within the framework 
of an expanding world economy—expanding in every sense, in de- 
mand for our products and skills to the demand on supplies for our 
factories. 

And it seems clear that the world economy cannot grow in a strait- 
jacket of governmental restrictions on trade. It seems equally clear 
that the United States as the strongest and richest and most dynamic 
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country in the world, and the one with the most to gain from world 
economic expansion, must take the lead in untying the straitjacket. 
Tariffs and other protective devices are the weapons of the weak— 
not the strong. For the strongest nation in history to resort to them 
is like Rocky Marciano packing a .45 in the ring. 

I don’t wish to suggest, of course, that we can get something for 
nothing or that there is no danger of damage to individual American 
industries from increased imports. No course of action is entirely 
painless. But it is my belief that the safeguards in the law offer 
reasonable protection to threatened industries. Experience over 20 
years with the reciprocal trade policy has not borne out the fears of 
ruin expressed by some industries. In a number of cases—notably 
motorcycles, bicycles, and watches—the spur of foreign competition 
has led to an expansion of the total market with consequent gains for 
domestic as well as foreign producers. Examination of a large number 
of other cases where damage from imports has been claimed has re- 
vealed that increased domestic competition stemming from technologi- 
cal progress or changing tastes has been a bigger factor than increased 
imports. Finally, American communities which have suffered real 
losses either from internal or external economic changes have showed 
remarkable ingenuity in readjusting to the changed climate frequently 
on a sounder economic basis than before. 

Summing up it seems to me that the advantages to the American 
economy which are likely to stem from passage of H. R. 1 far outweigh 
the damage to individual industries which could conceivably result 
from this very moderate policy of tariff flexibility. 

Would H. R. 1 promote a desirable foreign economic policy? The 
frame of reference of a desirable foreign economic policy consists of 
the major strategical, political and economic conditions that affect 
the United States internally and externally. Since trade is a principal 
segment of foreign economic policy, it is necessary to consider H. R. 1 
with respect to these major considerations. 

Strategical conditions: In the aftermath of World War II, the 
United States was catapulted into a position of world leadership 
because of its superior economic and military power. Our Nation 
has taken the lead in attempting to achieve unity of purpose and 
action among free nations in preserving the peace. To protect free 
nations from aggression, Congress has authorized the buildup and 

maintenance of a great, worldwide military defense apparatus. 

Today, the policy of the United States is committed, by virtually a 
unanimous voice of the people, to stop the expansion of Soviet im- 
perialism throughout the world. This policy has been, and will 
continue to be, a gigantic financial burden. Since the end of the war, 
the American public has put into this undertaking some $40 billion 
in foreign economic and military aid and several times that amount 
into its own military defense of which a great part is foreign based. 
Each year, the American people continue to contribute billions of 
dollars in taxes for economic and military assistance to foreign 
countries. 

This coordination of political and military effort among free nations 
initially had to be financed by the United States because our country 
was strong and intact at the war’s end, whereas Great Britain and 
Western Europe were devastated. 
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Today, all the great powers of the free world, thanks to American 
economic aid, are restored economically to levels of production in 
excess of the prewar period; and today, their economic productive 
capacity has the potential of supplying a larger share of the costs of 
defending the free world. But these countries, while contributing an 
increasing share of the burden of mutual defense, still rely on the 
United States to provide the lion’s share. This is in large measure 
the result off political decisions which restrict the expansion of 
economic wealth and confine it within the borders of countries. 

The full development of the free world’s economic resources con- 
tinues to be severely handicapped by the legal and political barriers 
of an earlier era, barriers that isolate economies within national 
boundaries when they should be integrated into a productive free 
world unit. As a consequence, the richest of this family of free 
nations, the United States, bears a disproportionate share of the 
burden of assuring the prosperity and safety of the free world. 

Full utilization of free world resources: To carry out the strategic 
policy of the United States for the political and military cooperation of 
the free world, the American people have the choice of continuing to 
shoulder this burden, as at present, or of promoting foreign economic 
development so that the people of foreign countries can pay their 
own way. 

The responsibility of all countries, especially the United States, in 
keeping the peace and in providing decent living conditions, could be 
made less onerous by a more efficient utilization of the economic 
resources available to the free world. Without exception, all countries 
would gain, through an expansion in the total economy, in the capacity 
to produce goods, employ labor and pay taxes. 

Trade barriers are also undesirable for the reason that they tend 
to compartmentalize economies within national boundaries, depriving 
them of the healthful benefits of international competition. Foreign 
goods allowed to compete fairly with goods of domestic manufacture 
not only supply much needed foreign currencies but also stimulate 
the improvement of technology both in the exporting and importing 
country. We have been fortunate in the United States because 
competition has prevailed among our companies. In many foreign 
nations where domestic competition is highly restricted, protective 
tariffs tend to give the national firms a virtual franchise, protecting 
them against the competition of more efficient foreign concerns. 

Such protection encourages neglect of technological improvement, 
higher prices, lower wages, restricted sales, and, consequently, less 
contribution to the nation and the free-world community. If we fix 
high tariffs on foreign goods, we must expect other countries to 
pursue the same policy. A full utilization of the world’s resources 
can not be achieved with legal and political barriers restricting the 
international flow of trade, capital and technology. 

Mr. Chairman, the efficiency of American companies is ample 
assurance that they have little to fear from the importation of foreign 
goods. But, American goods exported abroad can contribute much 
to the development of foreign technology and progressive enterprise. 

With the latitude given the President in H. R. 1, there is hope that 
multilateral reductions in tariffs could be negotiated, stimulating a 
healthy competition among free nations as well as within free nations, 
to the benefit of all. 
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This would be desirable in its own right if there were no such thing 
as the Communist conspiracy. But the fact of that conspiracy cannot 
be evaded. We are competing with the Soviet Union in a life and 
death struggle for leadership of the world. And we are competing for 
the leadership of a world which is convulsed by the greatest revolution 
in history. Hundreds of millions of people from Santiago in Chile to 
Seoul in Korea are in revolt against poverty and economic insecurity. 
Europeans are demanding full employment. No government in 
Europe is strong enough “politically to ignore that demand. The 
peoples of the underdeveloped countries are demanding modern 
industrial economies which will protect them from starvation and 
misery. No government in Latin America, in Africa, or in Asia can 
forget that demand for a moment. 

We alone can begin to satisfy these revolutionary demands. We 
have the goods, the capital, the know-how to at least attack the prob- 
lem of creating an expanding worldwide economy which would offer 
some hope of economic progress. 

If we don’t deliver the goods, the hungry peoples of the world may 
decide to settle for the promises of the Communists which they, the 
Communists, back with glowing examples of their own economic 
development. 

Freeing world trade of governmental restrictions would help to get 
our goods where they are needed. That, we understand, is the main 
purpose of H. R.1. Beyond that, expanding world trade is an essen- 
tial prerequisite to exporting our desperately needed capital and 
know-how. 

American private corporations cannot be expected to invest capital 
in foreign countries in the absence of favorable trade conditions which 
assure the future repayment of their capital and the profit from the 
enterprise. 

Conditions abroad have generally not inspired the necessary 
investor confidence. With the exception of the petroleum industry, 
there has been relatively little private foreign investments since the 
end of the war. The bulk of investment was made by petroleum 
companies because the repatriation of investments and profits were 
generally assured by earnings in hard currencies. 

Mr. Chairman, we also cannot expect private investors to put capital 
in foreign countries, particularly hard capital in soft-currency coun- 
tries, if they cannot be assured of a return in dollars. 

In the absence of a foreign-trade policy designed to stimulate the 
exchange of goods, the full benefits of United States spending for 
foreign assistance are lost. 

It just doesn’t make sense for the American people to spend billions 
of dollars to build up the economies of its allies and then refuse to 
accept the products of those economies. It can be dangerous, too, 
as some of our exporters are finding out. For our allies will sell their 
goods somewhere—they must trade to live. The first place they look 
is in the free-world markets outside the United States. Many of 
these countries are short of dollars because of our failure to buy 
enough of their goods and they become eager customers for subsidized 
European and Japanese exports. This hurts our exports to third 
markets and if carried far enough could gradually isolate us from the 
economic bloodstream of the free world. 
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The second marketplace toward which our allies can be forced to 
turn if we reject their wares is the vast and hungry Soviet Empire. 
This can be politically and militarily as well as economically dangerous 
for us since economic bonds inevitably are tied with political knots. 

Put it another way. As we see it, the aim of the President’s 
foreign economic program—of which H. R. 1 is the main bearing— 
is to create a framework for the free-world economy within which it 
can expand by gradually freeing itself from artificial uneconomic 
restrictions. Now the British did this in the 19th century with 
gunboats and whiffs of grapeshot which enforced a free stable inter- 
national trading system upon the world run by the city of London. 
It can’t be done that way today. But we are trying to reach the same 
objectives through voluntary international cooperation to reduce 
arbitrary governmental restraints upon the movement of goods, 
people, money, and know-how. 

This fragile network of international cooperation is embodied in 
three international organizations—the International Monetary Fund, 
the World Bank, and the General Agreement on Tariffs and Trade. 
Their joint task is to set up agreed standards of trade, monetary and 
investment practice within which the free-world economy can function 
on an orderly and predictable basis. 

A predictable United States tariff policy is essential to any lasting 
international economic cooperation. That is the object of H. R. 1. 
Failure to enact it, from my point of view, would lead to world 
economic anarchy which in the long run could be mastered only by 
the ruthless methods of communism. 

On the positive side, foreign markets are new frontiers for American 
companies, opened by the development of rapid communication and 
the growing sense of political and military imterdependence among 
free nations. If foreign markets remain underdeveloped and 
nationally restricted, the countries continue to be vulnerable to 
Communist penetration and continue to be dependent upon the 
American taxpayer for aid. 

Mr. Chairman, considering the strategic, political, and economic 
position of the United States in the free world, Congress should enact 
H. R. 1 to give the President the necessary power to negotiate with 
foreign countries in eliminating harmful international trade barriers. 

The United States has as much, if not more, to gain from more 
trade than other countries. After all, we have the surplus of capital 
to invest, a greatly productive industry and agriculture, which 
operating at full capacity and employment, produces a surplus for 
export. Moreover, military considerations dictate that to protect 
ourselves, we must protect the outposts of the free world. 

We have, then, the choice of fencing our economy in and burdening 
the American people to subsidize our exports and to carry the major 
part of the costs of free-world defense, or of trading with the free- 
world countries on a business-like basis so that they can pay for their 
purchases from the United States and can pay their share of mutual 
defense against Soviet imperialism. 

Thank you, Mr. Chairman. 

The CuarrmMan. Does that complete your statement? 

Mr. NakasIAn. Yes, it does. 

The CHatrMan. We appreciate your presence and the information 
given the committee. 
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Are there any questions? 

Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. In your last paragraph, that sounds like you think 
our country is about gone. If we pursue our course a short time 
further, according to your theory, we are going to be gone. Where 
we are going to or who is going to take us, and why are we going there? 

Mr. Naxastan. I did not mean to make such dire predictions. If 
my statement gives that impression, I would like to correct it. What I 
did intend to convey was that if we continue with an uncertain tariff 
policy, or if we continue with a policy of restricting trade, we have a 
greater burden to undertake, a burden of subsidizing our exports and 
a burden for carrying most of the load of mutual defense. 

I think we can carry that burden. I am not suggesting that that 
is the wisest course. 

Mr. Jenkins. That is all, Mr. Chairman. 

Mr. Reep. I have one question. 

The CHarrmMan. Mr. Reed of New York will inquire. 

Mr. Rerp. Do you believe in free trade? 

Mr. Naxastan. As a policy for the moment, no, sir. 

Mr. Reep. How soon would you believe in free trade? 

Mr. Naxasian. I think that would depend on what happens after 
you reduce tariffs, or keep tariffs at the present levels for a while. 

Mr. Reep. High tariffs have never kept this Nation from its needs; 
have they? 

Mr. Naxkastan. No, I do not think they have. 

Mr. Reep. They have built up a great many of our big industries; 
have they not? It started in a small way and built them up. 

Mr. NaxasiAn. I think tariffs at a certain stage in a country’s 
development are very important. 

Mr. Reep. Thank you. 

The CHatrman. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness is Mr. Herbert N. Kraus. 

Will you please give your name, address, and the capacity in which 
you appear, for the record? 


STATEMENT OF HERBERT N. KRAUS, PRESIDENT, SAN ANTONIO 
WORLD TRADE ASSOCIATION 


Mr. Kraus. Mr. Chairman, and gentlemen of the committee, my 
name is Herbert N. Kraus. I am president of Herbert N. Kraus, 
Inc., a company engaged in the importation of foreign consumer 
goods and in the manufacturing of finished products from the imported 
materials. I appear before you today as president of the San Antonio 
World Trade Association, and I also speak in behalf of the Dallas 
Export-Import Club, the Fort Worth Export-Import Club, the Trans- 
portation and Foreign Trade Club of Galveston, and the Houston 
World Trade Association. 

The CuHatrMan. We are glad to have you here, Mr. Kraus. You 
may proceed with your prepared statement without interruption. 

Mr. Kravs. Thank you, sir. 

The membership of these 5 organizations is made up of approxi- 
mately 450 individual companies engaged in either exnort or imnort 
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related activities such as banking, transportation, warehousing, 
oe marine insurance. I am also speaking today as a director of the 
Council of International Relations of San Antonio, an organization 
dedicated to the study and advancement of the foreign relations of the 
United States. The ‘board of directors of this council, 60 in number, 
is composed largely of presidents of civic, cultural, professional, edu- 
cational, and business organizations whose total membership amounts 
to many thousands. 

I am submitting, Mr. Chairman, for the record of your committee, 
the formal resolutions endorsing H. R. 1 which have been adopted by 
these organizations. These are very brief statements and, with your 
permission, I would like to read them as I present them. 


We wish to go on record as approving the bill, H. R. 1, to extend the Reciprocal 
Trade Agreements Act for 3 years. 


It is signed by Harold E. Rich, acting president, Transportation 
and Foreign Trade Club of Galveston. 
The next one: 


Our membership, as a whole, are highly in favor of the President’s recom- 
mended program regarding world trade in general. In particular, we are highly in 
favor of extending the Reciprocal Trade Agreements Act another 3 years. With 
regard to the lowering of tariffs, we believe that there should be a thorough investi- 
gation made of this matter, and reductions made wherever possible. We feel that 
the 5 percent reduction per year for the next 3 years would assist greatly the 
importation of foreign goods, and aid in bringing about a more even balance in 
our foreign trade. 


That is signed by Richard O. Davies, president, Dallas Export- 
Import Club. 


The next one is: 


The executive committee of the Houston World Trade Association voted yester- 
day to reassert its support of the Reciprocal Trade Agreements Act and its exten- 
sion, as set forth in the re commendations which this association presented to the 
Randall Commission, copy attached. 

You are authorized to inform the Government officials, before whom you will 
appear, that the Houston World Trade Association strongly urges the extension 
of the ‘Reciprocal Trade Agreements Act, and to bring to their attention the 
recommendations as presented by the Houston World Trade Association to the 
Commission on Foreign Economie Policy, Clarence B. Randali, Chairman. 


That is signed by Edward J. Fay, secretary, Houston World Trade 
Association. 
And the next one: 


The members of the Fort Worth Export-Import Club endorse the President’s 
recommended program on world trade and favor the extension of the Reciprocal 
Trade Agreements Act for an additional 3 vears as outlined in bill H. R. 1. 


That is signed by Nornam Honnett, president, Fort Worth Export- 
Import C lub. 


And the last one is from the Council of International Relations, 
and it reads: 


The Council of International Relations with an individual membership of 
435, has a governing board made up of 60 presidents of civic, professional, and 


cultural organizations. All are vitally interested in international friendship and 
good will. Our organization voted today all out endorsement of President 
Kisenhower’s program for lower tariffs and expanded trade, thus bolstering the 
economy of our free-world allies by enabling them to sell more goods here as well 
as helping our own America to sell more goods abroad. 

We have elected as our official representative, Mr. Herbert N. Kraus, who will 
present this statement, asking that the weight of our wholehearted endorsement 
be added to the testimony of those witnesses who favor H. R. 1, the bill to extend 
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the Reciprocal Trade Agreements Act for 3 years more, with power for our 
President to reduce tariffs an additional 15 percent, at the rate of 5 percent per 
year. 

The entire council joins me in a prayer for the passage of this important legisla- 
tion so necessary to further the mutual interests of the nations of the free 
in this crucial hour. 


That is signed by Mrs. Preston H. Dial, president, the Council of 
International Relations. 

You will note that I am speaking for two different types of organiza- 
tions. The first group consists of practical businessmen who besides 
their public interest also have a direct personal interest in the question 
of foreign trade. 

The second group is composed of civic-minded citizens from all 
walks of life, very few of whom have any direct personal interest in 
foreign trade. 

Yet, in spite of the diverse interests of these two groups, they 
wholeheartedly concur in their endorsement of President Eisenhower's 
foreign trade program and they strongly urge the favorable considera- 
tion of H.R. 1. We feel that the provisions of H. R. 1 are esssential 
to the economic health of this country, as well as the world, and we 
further feel that failure to enact the provisions of this bill would 
seriously weaken the foreign policy of our Government. 

We are aware of the fact that a few less efficient industries might 
conceivably be injured by even the very conservative measures pro- 
posed in this bill. 

Personally, I feel that those individual companies which are able 
to establish that they have been injured by these provisions should 
be assisted in adjusting to meet the changed conditions. However, 
we feel very strongly that the benefits to be derived from this bill 
far outweigh the adjustments which might have to be made. 

I shall not dwell further on the national or international aspects of 
United States foreign trade. The Cabinet members and other 
distinguished witnesses who have preceded me have thoroughly 
covered these broader aspects. I would, however, like to submit for 
your attention some facts concerning the importance of foreign trade 
to Texas. 

In 1951 exports through Texas ports amounted to $229 per capita 
for the population of Texas, whereas during the same period the per 
capita exports for the entire United States amounted to only $98. 
Thus, Texas exported over 2 times as much per capita as the entire 
Nation. During the same period, Texas per capita imports amounted 
to $52. Comparing this with $229 per capita exports, we find that 
Texas exported about 4% times as much in 1951 as it imported. 

These figures are derived from official United States Government 
sources as compiled in a study made by Dr. William Breswick at the 
University of Texas. 

From these facts it is evident that Texas has a very great stake in 
foreign trade. Later this week you wil! have appearing before you 
individuals from Texas who will claim serious injury from imports. 
Perhaps it would be well to bring to the attention of these people that 
failure to maintain and perhaps increase our imports would do serious 
injury to the Texas farmers and manufacturers who are now exporting 
close to $2 billion worth of Texas products annually. 

It is clear that these Texas exports cannot be maintained unless 
the level of imports is permitted to rise or unless grants in dollar aid are 
continued. 

57600—55—pt. 1-46 
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In conclusion, I would like to again urge on behalf of the six associa- 
tions I represent that H. R. 1 be enacted without restrictive amend- 
ments in the best interest of the United States as a whole. 

The CuarrMan. Does that complete your statement, Mr. Kraus? 

Mr. Kraus. Yes. 

The CHarrmMan. We thank you for your appearance and the 
information given the committee. 

Are there any questions? 

Mr. Reed of New York will inquire. 

Mr. Rexp. Mr. Kraus, do the independent crude-petroleum 
producers of Texas agree with you and the groups you represent? 

Mr. Kraus. Which group? 

Mr. Reep. The independent crude-petroleum producers of Texas. 
Do they agree with the free-trade views you have expressed here? 

Mr. Kraus. I do not believe I expressed free-trade views. How- 
ever, I am not familiar with the official stand of the crude-petroleum 
industry ; no, sir. 

Mr. Resp. All I know is that the independent oil producers come 
down here many times asking for adequate tariff protection. I 
wondered if you consulted them. 

Mr. Kraus. One reason why these associations sent me to Washing- 
ton was to let you know that oil is not the only industry in Texas, 
that we do have some other very important industries, and to also 
point out to you that we did export 4% times as much as we imported, 
and we have a strong interest in export as well as in oil. 

Mr. Reep. Do you express the views of the independent crude 
petroleum producers here today? 

Mr. Kraus. No, sir. I enumerated the associations I speak for. 
As I stated, they are importers and exporters and people in associated 
business, and a separate organization which consists of individuals 
who are interested in world trade. Conceivably, and in fact I do 
believe, some members of the Council of International Relations are 
engaged in the oil business. But by no means am | speaking for the 
oil industry, as you well know. 

Mr. Reep. Thank you. 

The CuarrMaAN. Thank you for your appearance and the informa- 
tion you have given the committee. 

The next witness appearing on the calendar is Mr. Ed P. Jackson, Jr., 
chairman, Louisville Foreign Trade Club. . 

We are happy to have you, Mr. Jackson. Please give your name, 
address, and the capacity in which you appear, for the record. 


STATEMEST OF ED P. JACKSON, JR., CHAIRMAN, LOUISVILLE 
FOREIGN TRADE CLUB 


Mr. Jackson. Mr. Chairman, my name is Ed P. Jackson, Jr. Iam 
an attorney from Louisville, Ky. I would like to add that I am not 
appearing as counsel for this organization, but as chairman of the 
Foreign Trade Club or Foreign Trade Division of the International 
Center of Louisville. It is a separate division. 

The CHAIRMAN. You may proceed with your prepared statement 
without interruption. 

Mr. Jackson. Before proceeding, Mr. Chairman, I would like to 
state that I appear before this committee in considerable humility at 
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my own personal inadequacies in view of the presentation made this 
morning by Mr. Percy of the Bell & Howell Co. For whatever 
benefit it might have, I would like to add my personal endorsement to 
the position taken by Mr. Percy. 

Mr. Chairman, this statement in support of H. R. 1 is submitted on 
behalf of the Louisville Foreign Trade Club of the International 
Center, University of Louisville, Louisville, Ky. 

The membership of our center includes from 50 to 75 leading firms 
in the Louisville area. 

I will not extend the time of this committee by going into a reading 
of all of those firms, but it includes such firms as the American Air 
Filter Co., American Radiator & Standard Sanitary, Brown & William- 
son Tobacco Corp., Clayton & Lambert Manufacturing Co., Louis- 
ville Times Co., General Box Co., Glenmore Distilleries. That is to 
name only a few of a rather lengthy list of companies that are paying 
members of our association. 

While we are affiliated with, and sponsored by, the University of 
Louisville, our center functions throughout the community and our 
program and policies are formulated by a board of directors consisting 
of 25 educators, businessmen and women and civic leaders. 

We of the Louisville Foreign Trade Club of the International Center 
of the University of Louisville were heartened by the fact that the 
first bill introduced in the 84th Congress pertained to the vitally 
important subject of tariffs and trade agreements. It is our belief 
that no area of legislation more vitally affects the interests and well- 
being of the people of the United States than does this one. 

Our city, and our State, have in recent years, enjoyed a considerable 
measure of industrial growth. Nevertheless, we are still a predomi- 
nantly agricultural area and we will leave it to others more qualified 
for that purpose to inform this honorable committee of the extent to 
which our tobacco growers and farmers generally are dependent upon 
the foreign market. 

From the industrial side, we also feel that experience has demon- 
strated the ability of our Nation’s industry to produce a surplus of 
finished products. It seems only logical that the policies of our 
Nation as expressed by Congress should tend to promote a market 
for that surplus. 

In perhaps no other State is the conflict between protective tariffs 
and free trade brought more clearly in focus than in Kentucky. A 
languishing coal industry pleads for protection from oil imports while 
producers of tobacco and tobacco products depend increasingly on 
foreign trade for outlets. 

Our center, being a civic organization, is entirely nonpartisan politi- 
cally. Accordingly, no political implication is intended when we 
repeat the ill-timed remark of Mr. Hancock, “The tariff question is a 
local question.” 

We are in accord with the views expressed recently by Mr. Charles 
B. Shuman, president of the American Farm Bureau Federation, that 
the level of farm prices depends more upon effective Government 
action to expand world trade than it does upon Government action 
to support prices at any given percentage of parity. We reach this 
position, not on the grounds of supporting one side of the controversy 
against the other, but on the grounds that the position of our Nation 
in international affairs transcends private interest and our belief that 
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the position of our Nation will be strengthened by lowering the tariff 
barriers. 

I might add, Mr. Chairman, parenthetically, as I have listened to 
the witnesses who have come before this committee today, I think if 
there has been a golden thread that has run through the testimony, 
it is that one, the question of the position of our Nation and what will 
best serve its interests as against private interests. 

In the present era, when our Nation and those who support us are 
engaged in a perhaps mortal struggle to capture the minds of men 
throughout the world, our Congress can ill afford to enact any legis- 
lation concerning foreign trade or tariffs which in any way bespeaks 
a policy of having your cake and eating it. 

While we at the Louisville Foreign Trade Club choose not to 
express views as to the specific clauses and provision of H. R. 1, we 
do endorse certain general policies reflected by the bill. *We feel 
that the extension of the President’s authority to negotiate trade 
agreements over a period of 3 years is highly desirable. With this 
provision, the executive branch of the Government will be given 
adequate time to negotiate mutually favorable agreements and the 
negotiations can proceed in an atmosphere of greater confidence. 

We feel that those parts of the bill directed to an orderly reduction 
of existing tariffs are sound, and we strongly endorse them. Also 
that part of the bill pertaining to a revision of current customs practices 
seems highly desirable inasmuch as a freer flow of foreign trade would 
result. If I might take just 1 more minute, Mr. Chairman, I would 
like at that point to insert for the record something that was not made 
a part of this written presentation, but I feel it more strongly having 
heard the testimony today. 

In Louisville, in recent months and perhaps in recent years, we have 
seen a return on the population generally, I might say, to basic 
principles and basic thinking, a return, if you please, to a little more 
acceptance of religious principles, in that more people now—in our 
area, and J think statistics show it is true generally throughout the 
country—attending churches, supporting the churches, giving support 
both in attendance work and in their funds to the church. With 
this it has been my personal experience that more and more recogni- 
tion is being given to, and open public acknowledgment of, the basic 
fact that our form of government, our democratic form of govern- 
ment, is in the final analysis, predicated upon a religious ethic, As 
I listened to Mr. Perey’s presentation this morning, I felt deeply that 
implicit in what he was saying was the concept of a religious ethic, 
the religious principle, if you please, sir. 

It is my belief that, and 1 am sure that this honorable committee 
will, in whatever tariff bill it sees fit to report, it will bear those reli- 
gious teachings, principles, the principles that direct themselves to 
the brotherhood of man and the universality of religion, and will have 
those, if not in the fore at least in the backs of their minds, when this 
bill is reported out. 

It is my personal belief, Mr. Chairman, that this H. R. 1 and the 
broad policies enunciated in it, tend to support those principles. We 
take this opportunity, Mr. Chairman, to thank the committee for the 
privilege of making this presentation. 
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The CuatrMANn. We thank you for your appearance and the very 
helpful information given the committee. 

Are there any p sueaiens! 

Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Jackson, we have people coming here asking for 
protection to save their industries which support the small communi- 
ties of our Nation. I know in my district there are little self-contained 
communities where, if it were not for the payroll of 1 industry or 
sometimes 2, there would be no town there at all. The payroll is the 
important thing and not the profits. The only way we can help other 
countries is to be strong ourselves. Fluorspar, for instance, is an 
important product of Kentucky. Do you think the duty on fluorspar 
should be reduced? 

Mr. Jackson. I am sorry, sir, | am afraid I do not know exactly 
what the duty on fluorspar is. ‘But I would say this, Mr. Reed, if 
I might, that if the industry of fluorspar is adversely affected, and 
to an extent—and perhaps in your own district if any industry is 
adversely affected, as Mr. Percy expressed it so eloquently this morn- 
ing as to his own industry—then it must be the policy that tends 
to enhance the position or strengthen the position of the Nation as 
a whole, and that industry of fluorspar, or what be it, must turn 
itself and direct its ingenuity, and the ingenuity, sir, that I feel makes 
up our great Nation. 

Mr. Reep. I was very interested in Mr. Percy’s testimony. 

When it was all boiled down, he was in favor, of course, of the 
philosophy which he represented. But, after all, the product which 
he is making and selling has negligible competition. That is all there 
was init. Ihave bought some of his product myself. His company 
is not in danger at all. It is easy to build a philosophy which does 
not affect your own pocketbook. 

We all hope to protect our communities and all their activities, 
whatever they are. 

Mr. Jackson. I recognize, Mr. Reed, the difficulty of the decision. 
I still feel, though, the philosophical approach taken by Mr. Percy 
this morning was not with reference to the particular—I got this 
impression myself, sir—bearing that it had on his own particular 
industry. 

Mr. Reep. I just wanted to bring to your attention the fact that 
it is very easy to preach a sermon on a subject which does not conflict. 

Mr. Jackson. When the shoe does not pinch your foot, it does 
not hurt. 

Mr. Rezp. Do you know the fluorspar producers of Kentucky 
claim that unless they get higher tariffs they will be put out of business 
completely? I only bring that to your attention. Right now, the 
Tariff Commission is making a study of the industry because the 
Congress directed the Commission to do so. 

Thank you very much, sir. 

Mr. Jackson. Thank you, Mr. Reed, for that information. 

The CHarrMaANn. The next witness appearing on the calendar is 
Mr. N. C. Rubin, in behalf of the Cleveland World Trade Association. 

Come forward, please, sir. Would you please give your name, 
address, and the capacity in which you appear, for the record? 
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STATEMENT OF N. C. RUBIN, IN BEHALF OF THE CLEVELAND 
WORLD TRADE ASSOCIATION 


Mr. Rusry. Mr. Chairman, and members of the committee, my 
name is N. C. Rubin of Cleveland, Ohio, where I am vice president 
of the Yoder Co. and president of the Cleveland World Trade Associa- 
tion, which is an affiliate of the Cleveland Chamber of Commerce. 

As one of the Nation’s most important industrial centers, Cleveland 
carries on an annual foreign trade amounting to approximately $500 
million which is substantially more than 10 percent of its total indus- 
trial production. 

The Cleveland World Trade Association and Cleveland Chamber 
of Commerce wishes to .be recorded as favoring legislation as pro- 
posed by bill H. R. 1. 

On April 22, 1954, the board of directors of the Cleveland World 
Trade Association adopted the following resolution: 

Whereas our national foreign economic policy bears vitally on our national 
seep qadeit the economic well-being of the nations of the free world and world 
eace; anc 
Whereas President Eisenhower has proposed legislation based on the recom- 
mendations of the Commission on Foreign Economic Policy designed to strengthen 
our own national economy as well as the economies of the other free nations of 
the world and thus to insure world peace; and 

Whereas we believe that the President’s recommendations represent a minimum 
of liberalization of United States foreign economic policy essential to insure our 
_ — economic well-being, a healthy world economy and to secure world peace: 

e 1b 

Resolved, That the board of directors of the Cleveland World Trade Association, 
an affiliate of the Cleveland Chamber of Commerce, urge the Congress to enact 
legislation substantially as recommended by President Eisenhower. 

This resolution firmly expresses our sentiment today. 

T cannot say that all companies in Cleveland are solidly in favor of 
this bill due to the fact that certain firms have been directly and 
materially injured by the importation of goods and equipment lower 
in price. We are substantially certain, however, that at least 80 
percent of our companies are in favor of H. R. 1. 

The combined opinions of this large majority of Cleveland firms 
leaves no question but that the liberalizing of our foreign economic 
policy through the lowering of tariffs and the reducing of other trade 
barriers will strengthen the national economy. We have on many 
occasions ascertained the firm belief that we cannot continue to expand 
our export trade without maintaining a proportionate rate of import. 

Innumerable foreign customers of our Cleveland firms have 
repeatedly stated that they would actually prefer an American-made 
product but will be unable to make such purchases unless their 
country can gain a substantial dollar reserve. 

On the basis of my personal experiences involving considerable travel 
and negotiation over a period of years, I can testify that the desire and 
will of foreign buyers to purchase American-made goods has been 
impaired considerably by the lack of dollars in those countries. 

Another factor which is extremely important at this time is the 
urgency for immediate action toward corrective measures. There 
are many countries throughout the world that are just now becoming 
industrialized. A practice which has existed in most foreign countries 
for many years is to continue the purchase of goods and equipment 
from the source which supplied the prime materials. This is not only 
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a proven fact but is a precedent upon which many of our foreign 
competitors have based their export sales expectations. This means 
that unless we are in a position to supply many of these newly develop- 
ing industrial countries with their first requirements, such markets 
will be practically lost to us for many years to come. 

Some business people argue that our assistance toward the in- 
dustrialization of certain foreign countries will limit our own export 
market. The obvious rebuttal is that we cannot stand in the way 
of such development and that these countries will not be suppressed. 
They will procure their needs from someone whether it be American 
companies or our foreign competitors. 

We could go on to say that not only is it to our advantage to 
assist in the industrialization of these countries insofar as the supply 
of capital equipment is concerned, but it has been proven that once 
such an area becomes more developed, their needs and purchasing 
power continue to increase. 

As a very good illustration, we call attention to the fact that over 
a long period of years we have sold more goods to Canada, which is 
a highly industrialized country with a population of only 15 million 
people, than we sold to the 20 Latin American countries with a com- 
bined population of almost 160 million people. Obviously, the 
reason for this is the drastic difference in potential purchasing power 
brought about by the industrialization of Canada and the lack of it 
in Latin America. 

Still another reason why we in Cleveland strongly favor this 
movement toward lower tariffs and the reduction of trade barriers is 
that we believe it will hasten the establishment of currency converti- 
bility which is so desirable for healthy international trade. 

We also feel that the elimination of trade barriers will tremendously 
assist in a broader and more thorough exchange of technical infor- 
mation. We must recognize that, while we are looked upon as the 
leaders in many new developments and inventions, there are also 
considerable advancements being made in practically all of the arts 
throughout foreign industrial areas. If there cannot be an exchange 
of material and equipment between all foreign countries, certainly 
an. exchange of technical know-how will be negatively influenced. 

In this connection we question the wisdom of the maintenance of 
the peril point and the escape clause as presently interpreted by 
industry as intended to protect industry when threatened by foreign 
competition. We do not see how a foreign manufacturer can afford 
to spend either time or money to develop the American cutee for 
his products if, by the application of the escape clause, that market 
may be suddenly closed to him. 

We believe that some method of adequate protection should be 
provided for an industry that may be quite essential in an emergency 
although we heartily advocate that no industry is entitled to pro- 
tection when that protection is not in the national interest. 

As a point of major concern to Cleveland industry, we strongly 
urge legislation that will simplify our customs procedures. Many 
of our importers have become more discouraged by the administration 
of customs regulations rather than by the actual collection of duties. 
A specific criticism is aimed at the length of time which can transpire 
between the actual importation of materials and the ultimate evalua- 
tion and collection of duties. The correction of these administrative 
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policies is equally as important as the reduction of tariffs and other 
trade barriers. 

Numerous Cleveland firms are critical of the tax burden placed on 
United States foreign investments. We feel that an easing of this 
tax burden would go far to increase foreign investments and establish 
even better trade relations. 

A final point which has had considerable attention is the restriction 
imposed against East-West trade. We fully agree that such restric- 
tions must be maintained in strategic materials but by placing 
restrictions on nonstrategic goods and equipment, we are placing a 
serious handicap on the expansion of American foreign trade, and are 
giving most foreign manufacturers a substantially competition-free 
market. 

Our political and industrial allies have shipped many many millions 
of dollars’ worth of nonstrategic materials into the Eastern markets 
which could have been supplied by American industry. It is difficult 
for many of of our industrialists to evaluate the soundness of these 
restrictions. 

The CuarrMan. Does that complete your statement, Mr. Rubin? 

Mr. Rusti. Yes, sir, it does. 

The CHarrMan. We thank you for your appearance and the infor- 
mation given to the committee. 

Are there any questions? 

Mr. Reed of New York will inquire. 

Mr. Reep. I wonder, Mr. Rubin, if you could not insert into the 
record a list of those industries in Cleveland that are in favor of this 
trade-agreement legislation, and those that still believe in the tariff 
and who wish to retain the tariff that we now have. Could you do that? 

Mr. Rusty. You are asking about if such names could be entered 
into the record? 

Mr. Reep. Yes. 

Mr. Rustin. Yes, they could, but it would be probably on such a 
basis as this: Some 80 or 82 percent of a total of about 400 companies 
would be in favor of H. R. 1. 

Mr. Reerp. I am not interested in the names, but what they are 
manufacturing, and what the competition is, so that we can arrive at 
a correct conclusion as to whether it is for the good of this country or 
not to destroy and close up a lot of these small industries which, if 
they have the proper protection, could become larger industries, with 
larger payrolls, and would be able to absorb the millions of young 
people coming into the labor market every year. 

Another important thing to remember is this: Many industries plan 
on expanding. I know of quite a number of them with millions of 
dollars for expansion. When this proposal came up, they stopped 
right in their tracks. I know Cleveland pretty well. It is a wonderful 
city; a beautiful city. I would like to know the industries that are 
striving to come forward who are not endangered by foreign 
competition. 

Mr. Rustin. If the committee would so prefer, we have such infor- 
mation available. I am sorry I do not have it with me. 

The Cuarrman. If you desire to send in any supplemental informa- 
tion, it may be forwarded to the clerk of the committee. 

Mr. Rusin. Yes. I will be glad to do so. 

(The information referred to, when submitted, will be placed in the 
committee files.) 
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The CHarrMan. The next witness on the calendar is Mr. Raoul E. 
Desvernine on behalf of the Japanese Chamber of Commerce of 
New York, Ine. For the record will you please give your name and 
address and the organization that you represent. 


STATEMENT OF RAOUL E. DESVERNINE ON BEHALF OF JAPANESE 
CHAMBER OF COMMERCE OF NEW YORK, INC. 


Mr. Desvernine. Mr. Chairman, I have filed my full statement 
(hereto annexed) on behalf of the Japanese Chamber of Commerce of 
New York. 

Representing the Japanese Chamber of Commerce, as I do, which 
has amongst its members many of divergent interest on particular 
items in your list of possible tariff concessions, I will refrain from dis- 
cussing particular items. The chamber of commerce is primarily 
interested in the overall impact of every item upon the total of 
Japanese world trade. 

My full statement, therefore, casts each listed item by categories 
into the framework of the aggregate of the items as to their impact 
upon the Japanese economy and Japanese world trade, and also upon 
the domestic economy and world trade of the United States. This 
framework of reference in your weighing each item obviously requires 
statistical documentation, and as such statistics can be more easily 
understood by reading than by oral explanation, I direct your atten- 
tion to them. I believe they demonstrate the relative importance of 
each item as a component part of the integrated whole problem—our 
goal. 

I, therefore, supplement my full statement by highlighting its more 
important features. 

First: The opponents to the proposed tariff concessions all focus 
their opposition on the specific items affecting their private interest 
which from their point of view is understandable. But it is equally 
important to weigh each item as it affects the dominant general and 
public interest and to view each item from the horizon of the national 
as distinguished from each industry interest. 

No one underestimates the necessity of assuring a sound domestic 
economy in the United States; but with the great expansion of Ameri- 
can production facilities with a production capacity now more than a 
domestic consumption and demands, exports markets have become in 
many industries the difference between a profitable and profitless enter- 
prise in the United States. Furthermore, an expanding economy re- 
quires expanding markets. 

The underlying issue presented by these hearings is whether we 
advocate the policy of a freer interchange of goods between nations 
in furthering the interests of the domestic economy of the United States 
or whether we are prepared to depend upon an economic and trade 
isolation. 

This is a policy question which I believe the Eisenhower administra- 
tion and especially the Randall report have answered and which GATT 
is intended to implement. The Committee for Economic Develop- 
ment is of the same opinion. The fact that an Asian financial assist- 
ance program is under high-level consideration certainly indicates that 
the administration is very conscious of the need of Asian assistance at 
this time and that it is desirous of improving the standard of living in 
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Asia as a matter of United States policy. Helping Asians to help 
themselves—to become self-supporting must be basic to such a plan. 
The least that could be done to implement such a plan would be to 
facilitate Asian world trade by tariff concessions. 

Second: To export we must import. In the case of Japan, as 
recently said by the Japanese Ambassador to the United States, it is 
“only by selling her products in an expanding world market that Japan 
can earn the foreign exchange necessary to purchase the indispensable 
imports without which she could not survive.” 

I will, consequently, emphasize with full details in my statement the 
impact of the sale of Japanese products in the markets of the United 
States, not only as being beneficial to Japan but to domestic business 
in the United States. Lower import duties on Japanese products 
sold in the United States might make competition more keen for some 
American-made products in the markets of the United States but the 
American manufacturer must make some sacrifices and contribution 
to meet this competition if world trade is a beneficial factor in our 
domestic economy and if we require foreign markets for our exportable 
surpluses. This is too often overlooked. 

Third: On the issue of the injurious effect of the low labor cost in 
Japan as compared with the high labor cost in the United States, 
I demonstrate in my full statement that this labor differential is 
exaggerated and that alone it is not the true measure of competitive 
cost and advantage. 

Labor is only one item of production cost, and competition is based 
upon total production cost and delivered prices. 

The other factors in cost and prices largely offset the labor differen- 
tial. These factors are: 

1. Higher production costs in Japan due to a lack of low-cost 
production facilities and cost-saving manufacturing processes and 
techniques. 

2. Japan’s inability presently to meet high quality and precision 
specifications. 

3. High cost of raw materials. 

4. High two-way freight on raw materials and finished products. 

When all these factors are taken into consideration, this threat to 
American products in the United States markets becomes nominal in 
most instances. 

And, furthermore, the argument for the need of protection against 
low labor costs is equally applicable to most all producing nations as 
the American labor rates are the highest in the world. Consequently, 
if that argument prevails as the measure of tariff rates, the United 
States would be obliged to substantially withdraw from foreign trade. 

Japan completely endorses the objectives of GATT. She is anxious 
to gain full and unrestricted membership therein. It is vital to her 
that the United States grant her tariff reductions on many products, 
a considerable number of which are still subject to the high duty rates 
established in 1930. 

By initiating these negotiations you are opening the door to Japan 
to enter into an equality of opportunity with the other GATT mem- 
bers to multilaterally achieve tariff relief as a means of expanding her 
world trade and promoting the freer exchange of goods between the 
nations of the free world. 
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The CHarrRMAN. Have you completed your statement? 

Mr. Dzsvernine. Yes, I have, Mr. Chairman. Thank you for 
your courteous attention. 

The CHarrman. Thank you. Your statement shall be of great 
help to the committee. Without objection, your complete statement 
will be made a part of the record. 

(The statement follows:) 


STATEMENT OF Raovut E. DESVERNINE, ON BEHALF OF JAP‘ NESE CHAMBER OF 
CoMMERCE oF New York, Inc., TO THE COMMITTEE FOR Reciprocity IN- 
FORMATION 


Mr. Chairman and members of the committee for reciprocity information, 
my name is Raoul E. Desvernine. My address is 839 17th Street NW., Wash- 
ington, D. C. 

I appear in representation and on behalf of the Japanese Chamber of Com- 
merce of New York, a New York incorporated association with offices at 111 
Broadway, New York City. The members of the chamber include American 
and Japanese importers and exporters; American and Japanese manufacturers; 
American banks and American agencies of Japanese banks and others engagea 
in trade and commerce between the United States and Japan, all of whom are 
individually and collectively concerned with your deliberations and especially 
with the ultimate outcome of your later Geneva negotiations. 

I know that your committee is fully cognizant that the President of the United 
States has publicly dedicated his administration to the policy and purpose of facili- 
tating the expansion of Japan’s trading opportunities not only with the United 
States but also with those other countries participating in the general agreement 
by cooperating with them looking to giving Japan an equal place in the com- 
mercial community of free nations. Therefore, it would be a waste of your com- 
mittee’s time for me to do more than make this reference to that policy. 

Also, your committee is so comprehensively informed as to the detailed facts 
of Japan’s economy and foreign trade that it would be purely repetitive for me 
to review the details thereof with you. Your records are complete. However, 
I would like to file with you as part of this statement a copy of the memorandum 
of the Japanese Embassy in Washington submitted by it to the Honorable Clar- 
ence B. Randall, Chairman, Commission on Foreign Economie Policy, which will 
give you for your reference and background Japan’s point of view, with full 
supporting statistical data (annex 1). 

Consequently, I would like to focus your attention on a few specific observa- 
tions with special reference to the products listed by you which the United States 
may consider offering concessions. For convenience of reference, I will refer to 
your listed items in categories instead of by your scheduled designation, which 
categories are easily identifiable on your list. 

In the course of these hearings, you will hear from many individuals on items 
which specially affect their separate and individual interests and businesses. I 
leave it to them to address themselves to such items. 

I would like to emphasize that such product-by-product considerations must 
be viewed from the point of view of the relative importance of each item and busi- 
ness in their impact on Japan’s total foreign trade. Obviously, it is this ultimate 
collective and aggregate effect which should primarily concern us in our efforts 
to advance our objective of expanding Japan’s world trade. Each item on your 
proposed list must, therefore, be weighed within that framework of reference. It 
is to this that I will particularly address myself. 

For Japan to have a viable and self-sustaining economy— in fact, for her to 
realize a margin of profit sufficient to maintain her industrial establishment; pro- 
vide her people with a decent standard of living and, as President Eisenhower so 
wisely observed, for Japan to ‘‘earn a living’”’ adequate to keep her in the family of 
free nations—depends to a major extent upon her foreign trade. 

The extent to which Japan depends upon foreign commerce and the extent to 
which her recovery to prewar levels of trade have not been recaptured may be 
seen from the following comparisons: 
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Ratios of export and import to national income 


Prewar (1938) | Postwar (1951) 


lr l 
a8 Export Import Export Import 
| 
| 


Country 


ratio ratio ratio ratio 





Percent | Percent Percent 
Japan : ee ae 24 t il 16 
United Kingdom ; 1 ' 34 
France 7 | is 
Italy 14 
United States | f 4 
| 





In 1953 the export ratio to the United Kingdom was only 8 percent and the 
import ratio 15 percent. Other figures not available. 

Japan’s principal exports by commodity groups during 1953 were as follows 
with percentage of total exports indicated: 


Exports by commodity groups as percent of total export 


1953 (percent) 
Total 


Foodstuffs and beverages _ 
Textile and its products _ - 
Metal and metal products_ 
Machinery_ 

Ceramics (cement and pottery) 
Chemical products___ 
Miscellaneous 


For further itemization in dollar value see annex 2. 


_ Japan’s principal imports by commodity groups during 1953 and percentage ot 
imports indicated. 


Imports by commodity groups as percent of total import 
1953 (percent) 

Total____ 
Foods 
Raw materials 

Cotton 

Wool. 

Iron ore 

Phosphate rock 

Others__ ee 
Mineral fuels_______- 

Coal 

Petroleum__-____ 
Manufacture goods_- 
Machinery _- _-_- ou 
Others 30 


Consequently, in considering the items requiring consessions, we must have 
due regard for the relative importance of each item on your submitted list to the 
quantum of the category in which said items are included as showing the impact 
of each upon Japan’s total foreign trade. In your consideration of each listed 
item, you should and undoubtedly will, weigh the same with that perspective. 

We must, however, also take into consideration the fact that items now of 
seeming relative unimportance in amounts can be expanded competitively into 
major factors in Japan’s export trade with the assistance of lower tariffs. Small 
and “‘infant’’ businesses can be expanded and even new industries created with 
the aid of lower tariffs. Japan’s export potentials, in quantity of exports, item 
by item, are not static and can and will grow if greater export opportunities and 
competitive equalization in world markets are afforded by tariff concessions. 

We must also bear in mind that it is not only more favorable tariff treatment 
in the markets of the United States which is required, but also that Japanese 
exportable products to other countries which are parties to GATT should be 
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similarly facilitated. Concessions by the United States would broaden the overall 
results of multilateral negotiations. The United States by initiating the present 
negotiations is opening the door to Japan to membership in GATT, and United 
States concessions to Japan would be an inducement to other countries to do 
likewise. What the United States does in the first instance will set the course. 
Consequently, the importance of these hearings to Japan cannot be overempha- 
sized 


The following tables show Japanese exports and imports by areas as percent of 
total exports and imports: 


Exports by area as percent of total export 





1934-36 | 1950 | 1951 | 1952 


CT i rs 
Korea and Formosa 
Southeast Asia ? 


Total Asia 


Total North America 
GY Wisckaaddccabentadceccesecs 


1! This was not truly export trade in the prewar period. These areas were Japanese colonies and the 
extensive exchange of products was internal trade within the Japanese Empire conducted in yen currency 
(rather than foreign exchange) and not subject to customs duties, ete. The figure is here inserted to per 
mit comparison but should not be considered as an attainable level for future trade with now sovereign 
nations. 

2 Countries included: Pakistan, India, Ceylon, Burma, Malaya, Singapore, Thailand, Indochina, 
Hong Kong, Indonesia, and the Philippines. 


Imports by source as percent of total import 


} 


Source 1934-36 | 1950 1951 1952 





Total Asia 


Weed BORGO os wbssnccanccees 5 cpidiadhsitabacsotneee ehemmamas 
COREE: HOGER Gas nes dc cddch i cewewne lr diieen 


Total North America 
Other areas 


The neighboring countries of Asia which provided 36 percent of Japan’s imports 
before the war are now providing only 5 percent. The rice formerly supplied by 
Formosa and Korea has been replaced by rice from southeast Asia and the United 
States and by Canadian and United States wheat and barley. Soybeans are now 
purchased from the United States rather than Manchuria. Although sugar is 
still imported from Formosa, the quantity is much less and must be supplemented 
by large shipments from Cuba. Iron ore and coal formerly received from China 
and Manchuria is now being supplied by India, Malaya, the Philippines, and the 
United States. Salt from the Red Sea area and India has replaced salt from China. 
The disappearance of China behind the Iron Curtain and the unsettled economic 
condition of Formosa and Korea have thus deprived Japan, not only of an im- 
portant market, but also of an assured supply of inexpensive foods and raw mate- 
rials. Many of these materials must now be purchased from North America, and 
especially the United States, with a resultant increased cost, because of the long 
ocean haul. 

While southeast Asia supplies Japan with many essential commodities (such as 
cotton, rice, iron ore, coal, jute, bauxite, ete.), it is noteworthy that this area’s 
proportion of Japan’s total import trade has increased only slightly since the war. 
Although the countries of the area need Japanese products, their low levels o 
productivity do not permit any rapid increase in their exports to Japan. It is to 
be hoped that their gradual development and attainment of stability will bring 
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about higher levels of trade in the future both for their own benefits and Japan’s. 
The fact that trade with many of these countries is bound within the straitjacket 
of individual bilateral trade agreements is another inhibition upon trade 
expansion. 

One-half of Japan’s imports originate in North America, and especially in the 
United States. The commodities involved are irreplaceable essentials—wheat, 
barley, soybeans, rice, iron ore, coal, cotton, phosphate rock, etc. Since North 
America, which is purely a dollar area, provides a market for only one-fifth of 
Japan’s exports, the resulting trade imbalance is a serious matter in a world of 
nonconvertible currencies. 

From the above, you can see the importance of facilitating Japan’s total over- 
seas trade, especially with southeastern Asia. Consequently, in evaluating the 
significance of the more important itemized products on your list, in relation to 
the overall exports and imports of Japan, reference to the above figures will give 
you guidance relative to the importance of each by categories with respect to 
their area distribution. 

To be more specific, by breaking down the classification by categories I give 
you a table showing Japan’s exports to the world and the United States by princi- 
pal commodities for the year 1953, specifying those items contained on your list 
and those not contained on your list. 


Japan’s exports to the world and the United States, by principal commodities 


{In thousands of dollars] 





1953 (January-December) 


$e | 


| 
Commodity (B) (B)+(A) | (B)+(C) | Remarks 


(A) n" q } 
ee To United 
All areas States 





Percent Percent 
Fish (fresh or simply preserved) - 27, 030 16, 977 62.8 
Fish (canned) 32, 550 19, 550 60.1 


Fish and whale oil_........----- 8,070 3, 831 
PE cic: conseaite : ‘ os 9, 540 7,108 
NED Ia ae ere SA ances 42, 828 9, 953 
Potton Gees... .scviruccodosass 179, 174 5, 783 
' 
I ee es ene bdemeict 8, 696 | 3, 614 
Ceramic ware_-._.......-..-.--.- 28, 320 | 12, 678 
Steel pipe - sal aS 19, 490 11, 106 
Household sewing machine 11, 286 6, 328 

(separate head). 
I SE on ois crac aniiechie 4, 464 3, 667 
i etl a in ad 23, 524 14, 078 


X (M or NS). 
X (M or NS). 
O (tuna). 

X (M),. 

NS or M). 


eas 


—_ 
~ 
— 
NA BOOM AREA om 


4 


Nm 
Swe 
NN 
peor 

NOooM 
a 


OOD 


S355 
peo 


or 90 
on 
OO 


rE 
Ohm OKOM 





| 


Subtotal... _.| 394,981 | 114, 583 
a we 879, 862 112, 257 


1, 274,843 | (C) £26,840 100.0 


50. 5 
49.5 


| 
Aa 

















X indicates that the most items are not listed. 

O indicates that the most items are listed. 

Z indicates that the items are listed but only the portion of duties are subject to negotiation. 
M indicates that present tariff is at the lowest maximum. 

NS indicates that Japan is not a chief supplier on most items. 


From the above, you will be able to judge the most important items on your 
list which should and undoubtedly will receive your special attention as having 
quantitatively dollarwise the greatest impact on Japan’s foreign trade. 

In 1953 the total dollar value of exports by Japan was $1,156 million and the 
total imports $2,111 million, leaving a deficit in balance of payments of $945 
million. 

In the first 6 months of 1954 exports increased by 19 percent over the same 6- 
month period of 1953. This, however, did not offset the balance of payments 
deficit as during the same period imports increased to the extent of a January-— 
June 1954 trade deficit 25 percent greater than 1953. Exports to the total dollar 
area declined 11 percent while imports advanced 40 percent. Exports to the 
United States were down 32 percent while imports jumped 50 percent. In trade 
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with open-account countries, exports increased 51 percent and imports by 40 per- 
cent. Shipment to the sterling area increased by 32 percent; imports declined 
almost 24 percent. Although this is significant progress, it is, nevertheless, 
insufficient. 

Japan is making every effort to keep her imports within sound limits—efforts such 
as tight money and an austerity policy. It is clear, however, that the crux of the 
problem lies in expanding exports. Imports, however, can only be reduced by 
controls or otherwise to a limited extent only. There is an irreducible minimum 
below which imports cannot be curtailed without dangerously affecting the 
viability of Japan’s whole economy and the standard of living of the Japanese 
people. This is particularly true in respect of raw materials required by Japan 
and in respect of foodstuffs in short supply. The remedy, consequently, lies 
basically in expanding her exports, especially in the light of Japan’s peculiar eco- 
nomic problems, most of which are not of her making but which are solely the 
consequences of the destruction and economic and trade dislocations caused by 
war and by current political and economic policies which are being imposed upon 
Japan by the United States. ‘ 

The importance of tariff concessions to Japan by the United States and by other 
participating nations under GATT cannot be overly stated. Consequently, these 
hearings and the results to be achieved at the Geneva meeting are of vital concern. 

To continue to be one of the principal customers of the United States, Japan, 
obviously, must have compensatory exports to give her the required purchasing 
power. To add to her already detrimental imbalance in payments would further 
impair her purchasing power. For instance, Japan is the largest purchaser of 
American cotton. To buy cotton, she must sell cotton goods. 

I am filing separately as supplement 2 hereto, a table itemizing the products 
purchased by Japan from the United States in dollar value and showing Japan’s 
rank in each item amongst the world purchasers of such items. I annex hereto 
annex 3 as a summary of supplement 2. This illustrates how important it is for 
America to keep Japan financially able to make these United States purchases 
to the benefit of American industry and employment within the United States. 
Fabricators, exporters, importers, distributors, retailers, etc., in the United States 
all derive direct and indirect profit from their trade in these Japanese products. 
Consequently, there is direct impairment of our domestic business by the curtail- 
ment of these imports. This is too often overlooked. 

Those opposing further tariff concessions to Japan urge that our domestic 
industry must be protected against cheap Japanese labor; but neither low wages 
nor low unit labor costs, in and of themselves, constitute such unfair competition 
as to warrant protection. It is submitted that the American manufacturer can 
only justly claim for himself fair competition and that he must meet all fair 
competition in the general national interest. He is not entitled to special pro- 
tection by tariffs or otherwise for his individual industry and business exclusively ; 
and at the expense of the general national and international interests of the 
United States as a whole in all fields of commercial activity. 

In the first place, Japanese wages must be measured against the comparable 
low cost of living in Japan. Judged from that point of view, the insinuation that 
Japan is exploiting labor for foreign trade advantages is not true. Furthermore, 
the net income per worker means labor productivity in terms of value. ‘The 
productivity and ratio of wages to net income of all corporate manufacturing 
enterprises (companies which closed books in the first 6 months of 1953) was: 


Percent 


Percentage of income 
Ratio of labor cost to net income 


It is evident that a higher amount of wages is paid in industries of lower pro- 
ductivity out of normal proportion to net income and wages as a rule. Bear in 
mind this same argument can be made against the importation of products from 
many other countries having low labor costs comparable with American high labor 
costs. 

If we manipulate our tariff rates purely to offset labor differentials with the rest 
of the world, we certainly will not be promoting the freer interchange of goods 
between the nations of the world which seems to be the avowed policy of the 
Eisenhower administration and especially of the Randall report. We also would 
a wwe the laudable purposes of the Reciprocal Trade Agreements Act 
and G ; 
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Labor is only one item of production cost. Competition in foreign markets is 
based upon product cost and delivered prices. The lack of the most modern, low- 
cost production facilities which Japan has thus far been unable to obtain, along 
with Japan’s present inexperience with the latest production techniques, result 
in comparably high production costs. These absorb to a considerable extent 
Japan’s low labor costs with the result that her total unit production costs on 
which she must competitively sell are much higher than is so often represented. 
Also the high—in some instances the competitively prohibitive high—cost of raw 
materials further absorbs some of the low labor cost. Add to this the high cost 
of freight and, in most cases, the unit production cost and delivered price, produce 
no threat to American producers. 

Also, in many instances Japan has been unable to meet competitively the high 
standards of quality and specifications due to her lack of the most modern type 
of production facilities and knowledge of the latest techniques. 

All of these are competitive factors which cannot be disregarded, and must be 
considered in making comparisons. 

American producers also have the protection of the Tariff Commission in the 
peril point and the escape clause. 

Prewar experiences and comparisons cannot be basically relied upon. Japan 
has suffered greatly in loss and obsolescence of productive facilities and manu- 
facturing techniques, in sources of raw materials, in loss of shipping: facilities, 
ete., all of which have greatly increased Japan’s production and delivered costs 
and from these handicaps Japan has not been able as yet to recover. 

Also, the necessity of furthering the recovery and greatly expanding the scale 
of Japan’s economy can be seen from the fact that Japan’s population has in- 
creased by more than 20 percent since the end of the war. 

Any expansion in production in the future must be accompanied by an expan- 
sion in foreign trade. Japan must keep her international balance on a sound 
basis as she increases production. 

As is commonly recognized, the recovery of Japan’s foreign trade in the post- 
war years has been very slow. The trade volume index compiled with 1937 as 
109 shows that by 1952 all other countries surpassed their prewar records. 

In the case of Japan, imports have barely reached 54 percent, and exports are 
far behind at 31 percent. 

The ratio of the import-export value to the national income in the prewar 
years of 1934-36 was very high. Both imports and exports were 17.4 percent of 
the national income, making a total of 34.8 percent. But in 1952, exports 
(including special procurements) were only 8.1 percent and imports 15.5 percent, 
making a total of only 22.5 percent. 

Despite her limited territory, paucity of resources and excessive population, 
Japan was able to feed herself before the war because her economy was tied to the 
world market to the extent of 35 percent of the national income. If Japan is not 
linked to the world market, her national economy could not be expected to 
develop. Consequently, the problem which Japan is now tackling is how to 
expand trade and thereby build up production. Tariffs are an essential factor to 
sueceed in this, in fact, to survive. 

I trust this statement gives you an appraisal of the items on your list with the 
relative significance of each in the overall foreign trade of Japan and how vital 
it is that Japan obtain tariff relief as the only present practical means of at least 
contributing to the essential increase of Japanese world trade. 

The primary and, for the time being, the only hope for such relief. is for Japan 
to become a full member of GATT. 

I am confident that the statistical tables to which I have referred in this state- 
ment graphically support my conclusions and give the framework of reference in 
evaluating the importance of each item on your list. 

In submitting your list of items as those proposed by you for consideration for 
tariff concessions by the United States certainly suggests that your committee 
selected these items, individually and collectively, as in your opinion being worthy 
of consideration, and the fact that you invited these public hearings thereon indi- 
cates that you at least in the first instance favorably considered their reeommenda- 
tion. Therefore, it would seem to me that the burden of justifying any exclu- 
sions, if any, would be upon those opposing and that they must prove any exclu- 
sions not only as against their special interests but also as against the general 
national interest in the promotion of our national foreign trade policy as an inte- 
grated whole. We, of course, support vour list. 
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ANNEX 1 


ANNEX 2.—Japan-—United States trade (January—December 1953) 


EXPORTS TO THE UNITED STATES 


Copy of Memorandum on Japan’s Economy and Foreign Trade as submitted 
by the Japanese Embassy in Washington to the Honorable Clarence B. Randall, 
Chairman Commission on Foreign Economic Policy, which is annex 1 to sub- 
mitted statement, not included herein, as no additional copies are available. 


In thousands 


Waal actncarahiip actntecoktiees agdiemalie ota maaan eis ae $46, 896 


Bl ia araisa cinema icisdnam eehichinnheask ents aia in atid meek E 0 
Perens SUM WORE DOU eons no ec cnn Saeed Ne l 
OCRRSP GesGe G0r) DIGUNSUR. on. ok nc heii ado daleusal 29 
I a canine ccinteitinaniinaaanes nee, ed Bias Bea 233 
Ducany Sates Stereo Se Seleucid 943 
Pe meere COCCNENINOUNONS NNN IOROONN So oi on eviction eee ee eee 670 
PR ca eka nc saci cme deceit kage CRN, ea SS 1, 389 
a ia nt i hd as Sa 174 
LEE LE LE! ALLOA AOE OID YE at 267 
Other auricuisural produetes ii bois Jeu JS5 5. ac acetal 331 
TE iiticainch Dntniradaia i nciteninnits Seb AA hte Aas 467 
CORE OURENE DONOR iii tit undaneed Jota wu 19, 857 
OIA OA I I ein nc clin ant nme ed 20, 363 
Other canned. and hottied fish..........6............ 264) 1, 804 
OI SI daisies cncarsiestllncinRatrestcreesgiasa ly A ea ita CS PROS, SSIs th 361 


57600—55—pt. 1——-47 


(2) Textile and fiber products___._.-.-.--- neath es ane oes Stal eet 60, 799 
CSO BIER ireiitisei coin ected uLeiavieie Jee se 36 
RR Ns ial cst eemenigparaenoniabecsacen teagan ie Sa ai 6, 306 
Re I nA asi is Coden henna wah teenie one ae 10, 547 
TI III his iid cichaebecaiedatid aed Teale Sus 1, 252 
RN iis in icine ec nidanscee aed ania Rae 37 
es I ic secs peeiereenencciinicc ie esa Ae 1, 037 
Cees astpeeees Boer products... .Veolcce. 0. boa gel2 1, 457 
BN NN icsioctdencerrionenennncee tO eg ae See 142 
IE III ick rccsarergenntrien venience e OS alee SaL RS 491 
errr NU) OUT COUN ac trccnsinvreiibonitrcten'nree AE Wide te lates 6, 007 
[OS ale I a as cae Glin aclnciei nescence AOS 513 
ain nacacechiniecterie narcahidmes aeiaiinaiasererinaen a de ads ied 4, 166 
NE EI ROC eects dee CNUs CLUES 8, 945 
ss SNE so a as ae ea ia dine aia 12, 143 
Miscellaneous fiber fabric hat, crown, bristles, etc__._.___-_- 7, 713 

(3) Lember and. woud que@ucsteneus cu cites ove. ges. osu Jooceaks 18, 620 
TIGR Feiner eae a etna ~amaele 2, 738 
VGRNGS Ge Sip Oeste ec eta 7, 004 
Paeebene mene rodeos... Se bs eeu 588 
Other wood and bark products_-_...--...------------- ak 2, 711 
noe. ad. ita poets. 3... 3 bore LZ 4, 194 
RN cach nderaiiiianicigdedtinarntnt ml Luth, IGA R Lest 1, 382 

(4) Animal and vegetable products. _-_---.---.------------------ 7, 468 
Fur, hide, leather, and these products (fur overcoat, leather 

I a ter cece Meth, Arad is LE 1, 068 
I aoe nee came 3, 829 
Io ats ww arnaieawa 349 
Other animal products and animals_____-....---.--------- 1, 398 
Other vegetable products and vegetables_-_-___.-_---------- 
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ANNEX 2.—Japan-—United States trade (January—December 1953)—Continued 


In thousands 
(5) Olle, fate, amd WemteOcid. sci -8k snatios die Jk see undertow Seats $4, 980 


Fish oil 

Otter anneal fate snd Oi 8 ee ok a ee 
Vegetable oil 

Other oils, fats and waxes 


(6) Chemicals____---- Se ae re iat sli diss nd ts ae ata a A ne a ate eee 


Pigments, paints and varnishes 

Drugs, pharmaceuticals 

Chemical fertilisers... 2 uc LOT a a 
Industrial chemicals..............Jovieew bie ere adi 
Ongeiic cheniieal product®. .\ soo a 
Chemical specialities and miscellaneous 


(7) Metal and metal products 


Tin plate 

Other iron and steel mill products 

Enamel drawing products 

Other metal manufactures 

Copper 

ee ee 

Other nonferrous metals 

UCT IIE IN 6 ra lee. mln ieee ene ie 
Instiiated Glectri¢ ‘wires. {- 2.00 ateuburqouii bee 
Other nonferrous metal manufactures 

Other metal manufactures 


(8) Nonmetallic minerals 


Pottery 

Clay and clay products 
Glass and glass products 
Cement and products 
Stone and lime 

Coal 

Coal products 

Other nonmetallic minerals 


(9) Machinery 


Electrical machinery and communication equipment 
Engines, turbines and parts 


Railways cars and parts 

Bicycles and parts 

Automobiles, autotricycles and these parts 
Optical goods 

Textile machinery and parts 

Sewing machines and parts 

Industrial precise machinery 

Printing equipment and office 

Other machinery 

Medical instrument 
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ANNEX 2.—Japan-United States trade (J anuary—December 1953)—Continued 






In thousands 
CAG as SEE ES een ceca nee sec adcccssoaseee $32, 840 

















Moanieal-tadtrmmonte...... .. Jeo70e S200) 1 ww SSE 61 
Be ae gelesen Be 1.4 pete ie ip SER en a a ae 192 
Toys, games, athletic and sporting goods___.-........-.--- 13, 326 















Rina att ota coco ostes se aan dt wosetetecune gan 777 
Ronaliiie Mapeenertee siiiias Se eek S25 5 5 ee ene 1, 160 
Matieers fee 22. Sa eee. Sie bn on alae 1, 740 
ee I oe ee in nuengiwwmmern a 7, 837 
ns sadknth.s tae. ime 4s YS 2. Ss bi aed 7, 744 

ee ee re ee bia tea ease cee ee 258, 513 


Statistics obtained at Foreign Exchange Control Department, Bank of Japan. 


ANNEX 3 





In view of the present tariff neogiations between Japan and the United States, 
it would seem appropriate to indicate in some detail those United States export 
commodities for which Japan is a principal customer. The following list is in- 
tended to demonstrate the significance of Japan as an export outlet of the United 
States and thus to illustrate the importance of augmented Japanese dollar earnings 
to many American producers and industries. The commodities here shown are 
classified in accordance with schedule B of the United States Bureau of the 
Census. In 1953, Japan was the best export customer of the United States for 
those items listed in column 1 below; it was the second-best customer for the 
commodities in column 2. The ratings here accorded are based on dollar value 
rather than total quantity. For commodities underlined, total value was over 
$1 million. The products in column 3 were purchased by Japan to the extent 
of over $1 million each, although Japan was not the first or second customer. 








AGRICULTURAL PRODUCTS, ETC, 





; — — 
' 


Column 1 | Column 2 Column 3 








Dairy products, n. e. ¢. Edible tallow | Corn except seed 
Cattle hides, wet Dry skim milk W ood rosin, ete. 
Calif skins, wet Barley | Flue-cured tobacco 
Kip skins, wet Milled rice | 



















Inedible tallow Wheat 

Shells, unmanufactured Mayonnaise, etc. 

Pearl essence Instant coffee 

Soybean cake and meal Dextrose 

Tomato paste and puree | Chocolate candy 

Malt liquors, bottled Chewing gum 

Wines Whisky 

Beverages, n. @. ¢. Liquors, excluding whisky 
Soybeans Orange oil, natural 





TEXTILE FIBERS AND MANUFACTURES; LUMBER AND PAPER 




















Cotton, under 1 inch Cotton, 1 to 144 inches Cotton, 14% inches or over 

Cotton pulp Cotton linters 
Used cotton, n. e. ¢. Used wool rags and clothes 
Cotton hard wastes Discarded clothes of rayon, etc. 
Cotton card strips Hardwood logs, etc. | 
Combed cotton waste Softwood logs, etc. 
Cotton soft wastes, n. e. c. Western hemlock lumber 
Vegetable fibers, unmanufactured, | Cedar lumber 

n. e. ¢. 


Wool rags and chips Wood pulp, bleached 

Same, new Paper, groundwood, uncoated 
Wool noils, wastes, ete. } 
Nylon and other thread waste 
Rags, etc., new, rayon, etc. 
Douglas fir logs, etc. 

Port Orford cedar logs, etc. 
Piling, new 

Douglas fir lumber, over 5 inches 
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MINERALS, METALS AND MANUFACTURES; MACHINERY 


Cotton, under 1 inch 


Crude oils, unfinished 

Oils, unfinished, n. e. c. 
Residual fuel oil 

Asbestos insulating cement 
Magnesite, ete. 

Rerolling material, iron and steel 


Tinplate circles, ete. 
Aluminum scrap 

Copper base alloy scrap 
Zine scrap 

Grinders, pulverizers, etc. 


Rolling mill machines and parts 
Diecasting machines and parts 


Textile winders and parts, n. e. c. 
Industrial air conditioners 





Lamp manufacturing machines, 
Nn. e. Cc. 

Card punching, punched card ma- 
chines 

Passenger cars and chassis, used 

Knee action springs, for replacement 


CHEMICALS 


Crude coal-tar products, n. e. c. 

Antibiotics, n. e. c. 

Polystyrene molding, 
pounds. 

Florida phosphate rock. 

Toilet soap, in bars. 


etc., com- 


MISCELLANEOUS 


Motion picture sound recording | 
equipment. 
Mechanical pencils. 
Fountain pens. 
Watches, with jewels. 





Cotton, 1 to 1% inches 


Bituminous coal 

Lubricating oil, turbine engine 
Petrolatum, etc. 

Petroleum coke 

Iron ore, all grades 

Scrap steel, Nos. 1 and 2 


Scrap iron and steel, baled 


| Black tin mill plate 


Secondary timplate 
Pressure tubes, carbon steel 


| Oil burners, industrial conver- 


sion 

Ferrovanadium, over 6-percent 
vanadium 

Ferrophosphorus 

Lead scrap 

Recorders, dise, tape, etc. 

Gear honing, lapping, etc. ma- 
chines 

Bottling, ete. 
parts, dairy 

Paper pulp machines and parts 

Industrial indicating recording, 
etc. equipment 

Physical properties testing ma- 
chines 

Chemical, etc., manufacturing 
machines 

Industrial separators and col- 
lectors 

Bookkeeping and accounting 
machines, non-desc. 

Aircraft, rotary wing, over 3,000 
pounds 

Aircraft, rotary wing, 
3,000 pounds 


machines and 


under 


Coal-tar intermediates, n. e. c. 

White mineral oil, medicinal 
grade. 

Vitamin B complex and com- 
ponents. 

Agricultural insecticides, n. e. c. 

Cement for sealing cans. 

Organic surface-active agents, 


Nn. e. c. 
Chemical specialty compounds, 


n.e. Cc. 

Industrial organic acids, etc., 
n. @. c. 

Alcohols, n. e. c. 

Methyl-ethyl ketone. 

Organic chemicals, not coal-tar 
origin, n. e. c. 

Laundry soap, in bars. 

Spectrophotometers. 

Optical measuring instruments, 
n. @. ¢. 

Ink, n. e. c. 





Cotton, 1% inches or over 


Crude petroleum 

Motor fuel and gasoline 

Gas, oil and distilled fuel oil 

Refined copper 

Copper scrap 

Radio and TV _ broadcasting 
equipment 

TV receiving sets 

Power cranes and shovels, crawler 


Haulage vehicles, off-the-road 

Dyeing and finishing machines 
and parts 

Industrial sewing machines 


Metal finishing machines, n. e. c. 

Trucks, gasoline, new, under 24% 
ton 

Passenger cars and chassis, new 


AND RELATED PRODUCTS 


Coal-tar dyes and stains, n. e. e. 
Anti-knock compounds. 
Carbon black, contact. 


Source: Report No. FT 410, United States Exports of Domestic and Foreign Merchandise: Calendar 
year 1953, pts. I and II, Bureau of Census; U. 8S, Department of Commerce. 


MEMORANDUM ON JAPAN’S ECONOMY AND FOREIGN TRADE TO 
HON. CLARENCE B. RANDALL, CHAIRMAN, COMMISSION ON 


FOREIGN ECONOMIC POLICY 
EMBASSY OF JAPAN, 
Washington, D. C., October 27, 1958. 
Hon. CLareNcE B. RANDALL, 
Chairman, Commission on Foreign Economic Policy. 


If Japan is effectively to play her rightful and desired part in building the foun- 
dations for a sound and lasting peace, it is imperative that she be restored to a 
viable economy. Such a viable economy is possible only if the fundamental 
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economic problems of the Nation are factually understood and sympathetically 
approached on an international level. 

The purpose of this memorandum is to highlight the physical factors and the 
postwar conditions confronting Japan. 

The economy of no nation is more sensitive to foreign economic, fiscal and tariff 

olicies. 

7 In synthesis, to be viable Japan (1) must be economically and industrially 
rehabilitated; (2) must have access to essential raw materials at costs making 
her manufactured products competitive in world markets; and (3) must have 
world markets available in which she can competitively sell her manufactured 
products. In these basic respects Japan is presently critically handicapped, not 
only as a result of World War II but more especially by the policies of other 
nations in the present postwar setup. 

This memorandum seeks to document the above briefly. More detailed 
information and data are, of course, available. 

For convenience of reference a table of contents has been included which 
identifies and locates the subjects discussed. 

Respectfully submitted, 

Ryvust TAKEUCHI, 
Minister Plenipotentiary of Japan. 


LAND, POPULATION, AND NATURAL RESOURCES 


Physical characteristics 


The Japanese islands, which form a coneave bow cff the coast of northeast 
Asia, have a land area of about 145,000 square miles, a little larger than the 
country of Finland but a little smaller than the State of California. Their sur- 
face is extremely mountainous, a characteristic which has provided Japan with 
an irregular coastline and a number of good, deep-water harbcrs. Extending 
from north latitude 31 to north latitude 46, the islands are subject to a great 
variety of climate ranging from Hokkaido’s cold, which is reminiscent of northern 
New England, to the warmth of southern Kyushu, where temperatures are similar 
to those in Flcrida. Because cf the winter monsoons from Siberia and the sum- 
mer monsoons from che Pacific, the country is blessed with abundant rainfall. 


On the cther hand, it is cursed with a dearth of arable land and an infertile soil 
deficient in lime, nitrates, and humus. 


Population 


The history of Japan’s population is not dissimilar to that of the countries 
of the West which bave gone through the industrial revolution. Industrial 
development came to Japan much later than to the Eurcpean countries and 
was not even begun until the Meiji restoration in 1868. Prior to this time, 
duing the Tokugawa Shogunate (1615-1860), the population was remarkably 
static, holding at abcut 30 million persons throughout the period. Apparently 
this stability was occasioned not cnly by the positive checks of disease and 
famine but also by the practice of abortion and infanticide. Upon Japan’s 
emergence from feudalism, the population began to grow rapidly due to the 
increase in economic well-being ushered in by the period of rapid moderniza- 
tion. The first overall national registration in 1872 recorded a population of 
33 million. By 1900, it was 45 million; by 1920, 55 million; by 1940, 73 millicn; 
by 1950, 83 million. This increase was considerably less than the increase in the 
United States population over the same period. Thus the United States popu- 
lation increased 275 percent—frem 40 million in 1870 to 150 million in 1950— 
while Japan’s increased 155 percent. Immigrants numbering approximately 32 
million persons contributed to the great increase in the United States population 
whereas immigration into Japan has been relatively negligible. The present 
Japanese population is estimated to be about 86 millicn and is growing at the 
rate of approximately 1 million persons per year. The birthrate has recently 
shown a dcwnward trend, however, and the rate of increase is therefore expected 
soon to start a decline. Although some foreigners seem to believe that the 
Japanese people are extraordinarily prolific, Japan’s crude birthrate in 1951 (25.6 
per 1,000) was just slightly higher than that of the United States (24.F per 1,000). 
The 1952 Japanese birthrate has been estimated at 23.6 per 1,000. Comparative 
death rates in 1951 were: Japan, 10 per 1,000; United States, 9.7 per 1,000. 

It must be recognized that during the period of rapid population expansion 
in western Europe, following upon its industrialization, a safety valve was pro- 
vided by emigration to the vast unpopulated new words of the Americas and Aus- 
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tralia. Such an outlet has not been available to Japan. During these times of 
her heavy population growth, new and empty lands are not available in the world, 
and in addition, all of the countries capable of absorbing substantial quantities of 
Japanese immigrants have placed strict limitations upon immigration (the present 
United States quota is 185 Japanese immigrants per year). 

The combination of limited land area and expanding population has led to one 
of the highest population densities in the world. Japan’s 1950 density (583 per 
square mile) was exceeded only by that of Belgium (733 per square mile) and the 
Netherlands (809 per square mile). The 1950 population density of the United 
States was 50 persons per square mile. Even this comparison is misleading 
because of the small portion of Japan’s surface capable of being cultivated; only 
16 percent of the total area, or about 23,000 square miles, is arable. Japan’s 
density of 3,600 persons per square mile of agricultural land is by far the greatest 
in the world. The same figure for the United States is 85. Although intensive 
efforts are constantly underway to increase the arable area, the geography of 
Japan is such that further increase of any magnitude is entirely uneconomic, if 
not impossible. As marginal land is painfully gained at the periphery of the 


present agricultural areas, other and better land is inevitably lost to unavoidable 
urban expansion. 


Agriculture and food 


Despite the limited area of arable land and the poor natural fertility of the soil, 
Japan’s farmers are raising about 80 percent of the country’s consumption of 
staple foods (rice, wheat, barley). This is accomplished by high yields per unit 
of land—Japan’s agricultural vields are among the highest in the world—which 
in turn are the results of hard, intensive cultivation (including double-cropping 
wherever possible), heavy and frequent fertilizer application, and the continuous 
development of improved seed varieties. While agricultural production has so 
far roughly kept pace with the increasing population, the prospect of this condition 
continuing is not optimistic. In the absence of some unexpected development in 
farm techniques, future yields can hardly be expected to advance at the same 
rate as in the past. The point of diminishing return has already been reached or 
passed in fertilizer use, multiple cropping and manual cultivation. Land reclama- 
tion receives considerable attention and substantial governmental outlay of funds 
but it must be recognized that recovery of any appreciable magnitude of additional 
usable land is not possible. ‘‘There are the rivers diked and ditched and straight- 
ened to recover a napkin’s breadth of land and the hill valleys terraced till the 
steepest slope turns flatwise to the sun.” 

Since the staple foods, and especially rice, yield the greatest number of calories 
per acre of land, all suitable land is devoted to their cultivation. More than 
75 percent of the average Japanese diet of 2,100 calories per day—the U. S. aver- 
age is 3,300 calories per day—is provided by rice, wheat, barley and potatoes. 
Although this diet is predominantly carbohydrate and is deficient in fats, protein 
and certain minerals and vitamins, it is dictated by the necessities of Japan’s 
situation. Land not suitable for the production of staples is devoted to vege- 
tables, fruits, tea (for domestic use and export), mulberry (to feed the silkworms 
who produce exportable silk), and a variety of miscellaneous smaller agricultural 
products for use as food or industrial raw materials. 

Japan is forced to depend upon imports for the bulk of her requirements for 
many agricultural products. During 1952, to supplement the indigenous supply 
of staple foods, over 3.6 million tons of wheat, rice, barley and other grains were 
imported. In order to vary the otherwise monotonous diet, sugar is imported in 
large quantities, the 1952 total import exceeding 750 thousand tons. Over 300 
thousand tons of soybeans, which in Japan are processed and used as human food 
rather than as animal feed, are imported annually. To supply Japan’s industries, 
which are the backbone of her foreign trade, approximately 2 million bales of 
raw cotton, 150 million pounds of raw wool, and 65 thousand tons of crude rubber 
are required each year. None of these latter agricultural commodities are avail- 
able locally, partially because of climatic reasons but mainly because of the lack 
of land to support their domestic production. 


Forestry and fisheries 


About two-thirds of the land area of Japan is in forests. Thus most of the 
mountain land unsuited to agricultural utilization is devoted to trees, which are 
an asset in many ways. They provide building material, fuel (charcoal and 
firewood), woodpulp, and some food (nuts, fruit, and bamboo shoots). This 
cover is also important in the prevention of land erosion, in protection against 
wind damage, and in the conservation of water essential as a source of power. 
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Much of the forest land is carefully tended and farmed, plantings replacing 
cuttings in the interests of preservation. However, despite the continuing stress 
upon forest conservation, the great needs of the war and post-war periods have 
led to overcutting with a consequent depletion of Japan’s forest resources. 
It is hoped to reverse this trend by minimizing requirements and maximizing 
imports; in 1952 over 450 thousand tons of timber, 50 thousand tons of rayon 
pulp and 12 thousand tons of paper pulp were imported. 

The seas surrounding the Japanese islands abound in many varieties of fish. 
The people of Japan were quick to take advantage of this fact and fish is an 
essential element in the Japanese diet, providing practically all of the animal 
protein consumed. To a great extent, the fisheries of Japan replace the livestock 
industries of the western nations—because of the lack of suitable pasture-land, 
the production of livestock is of minor importance in Japan. The average 
Japanese eats about 65 pounds of fish per year as against 12 pounds for the average 
American. On the other hand, the United States citizen consumes 140 pounds 
of meat each year while the ordinary Japanese person obtains only about 5 
pounds. The annual marine catch, including seaweed collection, exceeds 3 million 
tons and provides food, fertilizer and oils for domestic use and various fisheries 
products for export. There has been some indication recently, however, that 
the coastal areas have been overfished and that, unless production is restricted, 
Japan’s nearby marine resources will gradually diminish. The emphasis may 
have to shift to deep-sea fishing, which requires considerable capital investment 
for arisky return. Since the war, off-shore fisheries production has been handi- 
capped by the loss of former overseas fishing bases as well as by the unilateral 
establishment by other nations of arbitrary limitations upon Japan’s fishing 
activities. 

Mineral resources 


The islands of Japan unfortunately are not well supplied with mineral resources. 
Aside from sulphur (180 thousand tons annually), the nation’s industries must 
depend to a greater or lesser degree upon imports of the extractive raw materials. 


Japanese minerals production 





| As percent of | As percent of 
Japan’s re- (United States 
quirement | production 





04 | 

93 

90 | 

80 | 
Manganese ore 


Tungsten ore-_.....-- sestaedasebbasddoussaedeadbalns wadaaeeated 5 onan. ao 

Ga cticetnnsuscakngitnnsimegnmnnsenenenias dave Ahlewessh is aehda emia 20 
abit oe ik daeidd 60 db ashes tad dd esti Oi adn eth bighateends a ehidenye tested al 
Crude oil | 9 


, 0} 0 
PI BN nccssdbococsanseudun ‘ 0 | 0 
| 
! 


Nickel ore 0 0 
0 0 


Although Japan’s coal reserves are cf a respectable size, the coal itself is 
generally of lcw quality, being low ia calorific value and high in ash content. 
Annual production in 195?) reached the level-of 43 million tons. During the same 
vear, however, imports of about 3.5 million tons were required. These imports 
were of coking coal (because Japanese coal is not of coking quality) for the iron 
and steel industry and of anthracite coal, which is practically nonexistent in 
Japan, for certain industries requiring such fuel. Japanese ccal mining is very 
difficult and expensive because of the irregular thin cecal seams with frequent 
offsets. The angles and positions of the coal strata add to the difficulties and 
costs of the extractive operation. 

Japan’s annual production of about 350 thousand kiloliters of crude oil is 
about one-tenth of 1 percent of annual United States production. In fact, the 
United States produces two and cne-half times as much crude oil per day as 
Japan produces in 1 year. Obviously, Japan’s production covers only a small 
portion of her annual consumption; over 5 million kiloliters of crude oil and 
petroleum products are imported each year. 

The iron and steel industry of Japan consumes abcut 5 million tons cf iron ore 
annually. Japanese mines can furnish only 1 million tons, leaving 80 percent 











724 TRADE AGREEMENTS EXTENSION 


of the requirement to be imported. Japan’s poverty in iron ore is illustrated by 
the fact that the United States annual production of about 95 millicn tons 
exceeds by a gcod margin Japan’s total reserve of approximately 80 million tons, 
of which balf is low-grade ore. 

Of the various nonferrous metallic ores, Japan generally bas some production 
but in no case is she self-sufficient. Of the most important ores, about 225 
thousand tons of bauxite, 160 thousand tons of manganese ore, and 10 thousand 
tons of zinc ore must come each year from abroad. With regard to the nonmetallic 
minerals, aside frem sulphur and limestone, large quantities of imports are required. 
For example, in 19§2 approximately 1.5 million tong of salt, 1 millicn tons of 


phosphate rock, 180 theusand tons of potash, and 40 thousand tons of magnesite 
were imported. 


Hydroelectric power 


The rough and mountainous terrain with which nature endowed Japan is not 
a total loss even though it inhibits agricultural expansion. For, together with 
the abundant summer rains and heavy winter snows, the mountains have provided 
the nation with a large hydroelectric potential, a source of cheap energy—cheap, 
that is, once the huge investment required to build dams, power stations and 
transmission lines has been amortized. Japan’s waterpower substitutes, to a 
certain extent, for her meager fuel reserves of coal and oil. Of the 52 billion 
kilowatt-hours generated in Japan in 1952, over 40 billion kilowatt-hours (or 
about 80 percent) came from hydroelectric plants. Japan ranks fifth among 
the free nations as an electric power producer, being exceeded only by the United 
States, Canada, the United Kingdom and Western Germany. 

There is still much unused hydroelectric potential in Japan. The limiting 
factor here is the shortage of capital for investment in the new facilities required 
to convert potentiality into actual capacity. An allied problem is the construction 
of additional thermal-electric plants needed to maintain an even flow of energy 
to Japan’s industries during the winter months when hydroelectric plants are at 
their seasonal low production period. 


FOREIGN TRADE 


Dependence upon foreign trade 


The foregoing review of Japan’s population and resources evidences the impos- 
sibility of self-sufficiency. But this does not eliminate the attainment of a 
respectable self-support. The people of Japan are educated and quick to learn; 
Japan’s large, diligent and skillful labor force is an asset not to be discounted. 
By importing raw materials in large quantities and exporting manufactured goods 
in adequate quantities, Japan can realize a margin of profit sufficient to maintain 
her industrial establishment and provide her people with a decent standard of life. 
The nature of this solution to Japan’s problem of survival, however, reveals the 
nation’s utter dependence upon foreign trade. 

The following table of comparison illustrates the extent to which Japan depends 
upon foreign commerce and further indicates that her recovery to prewar levels 
of trade is far from complete. 


Ratios of export and import to national income 





| Prewar (1938) Postwar (1951) 
Country | | 
Export Import Export Import 

| ratio ratio ratio ratio 

| Percent | Percent |. Percent Percent 
BRS pn ON 1 comnnaneabandeed cies aad ibaa near aaa teeta | 24 25 | 16 
epeeee Gimbeeetl s,s. apis. eS. chic. dot ll 20 | 24 34 
France. ..-.. a ee ee ee nhiin labia sdeithy w= hiiiihieliceliate 9 13 | 16 18 
NI Sse nk cg nae ee 8 9 | ll 14 
Ed cercna deuebbanderadinsecenael 5 3 5 4 


Exports, commodities 


As might be expected, Japan’s exports consist largely of industrial items. 
The following table illustrates this fact, as well as the trends in Japanese export 
trade since the prewar period. 
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Exports by commodity groups as percent of total export 


[Percent] 
Commodity group 


Manufactured goods Z 5 5 53 
Semimanufactures - -- as : 26 35 
Foodstuffs_-_-_. aetna =a 5 | f 8 
PT I wi dicaaccundekceatbannancickeimandaadde § ; : 3 
Miscellaneous | ‘ 1 





100 | 100 
Japan’s principal export commodities during 1952 were as follows (in order 
of importance with percentage of total export indicated): 


Textiles (cotton cloth, rayon cloth, raw silk, cotton yarn, rayon yarn, Percent 
etc.) 35 
Metals and metal products (primary and secondary steel, copper, and 
aluminum ingots and secondary products, electric wire and ‘cable, etc.) _.. 27 
Machinery (sewing machines, textile machinery, steel vessels, bicycles, 
rolling stock, automobiles, machine parts, etc.) - 
Foodstuffs (frozen and canned fish, canned fruits, gree en 1 tea, dried mush- 
ieee mene Sk Se SAO See Be tee ed eT ee LN ee nn ch as 
Ceramics (porcelain ware, pottery, cement, sheet glass, glassware, etc.) -- 
Chemicals (fertilizers, paint, caustic soda, soda ash, dyestuffs, etc.) __-_-- 
Miscellaneous (paper and paper products, clocks and watches, toys, opti- 
cal instruments, rubber products, and numerous other sundries) 


Of the total 1952 earnings of $1.3 billion from export trade, about $1.1 billion 
resulted from sales of manufactures and semimanufactures. 

The following trends have become apparent in the composition of Japanese 
commodity exports. Textiles, although still occupying the top position, are 
diminishing in importance—from 52 percent in 1934-36 to 35 percent in 1952. 
This tendency reflects the increasing self-sufficiency of many of the Asian coun- 
tires in the production of cotton cloth and the emergence of India as an import- 
ant competitor in cotton-cloth markets. Another factor in this decline has been 
the replacement, in large measure, of silk by nylon in the U. S. market. Metals 
and metal products have more than doubled in importance since prewar. Most 
of these exports are in the form of semimanufactures, which fact illustrates the 
growing industrialization of many formerly underdeveloped countries. From 
the standpoint of foreign exchange earnings, it would be more advantageous for 
Japan to export metals in fully manufactured forms. Exports of machinery 
have shown a small and unsatisfactory increase. There has been a natural 
decrease from the prewar food export. Ceramics, chemicals and sundries 
have in the main held to their prewar proportions. 


Exports: Destinations 


The postwar period has seen some striking changes in Japan’s export markets. 
Whereas, in the prewar period, nearby Asia (China, Formosa, Korea) absorbed 
42 percent of total Japanese exports, in 1952 this area took only 8 percent of 
Japan’s exports (5% in 1951). On the other hand, southeast Asia’s share rose 
from 19 percent to 35-40 percent. Exports to North America have increased 
somewhat in terms of proportion of total export trade although the share of the 
United States has remained relatively constant—16 percent prewar, 14-18 
percent in 1951 and 1952. Other parts of the world (Europe, Africa, Oceania, 
and South America) purchased one-third of Japan’s 1952 exports as against 
about one-fifth prewar. 

The traditional consumer goods market of neighboring Asia is lost now and 
for the foreseeable future. While Japan hopes to supply materials for the re- 
habilitation of Korea, the program undoubtedly will stress products of heavy 
industry rather than consumables. The growing southeast Asian market is 
absorbing a lesser and lesser quantity of light industry products, such as cotton 
cloth, and a greater and greater quantity of producer goods, such as machinery 
and rolling stock. Also significant is the very recent downward trend in exports 
to this area—from 41 percent in 1951 to 36 percent in 1952—reflecting the in- 
creasing competition from the United Kingdom and Germany and the more strin- 
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gent sterling exchange restrictions. The tendency away from light expendable 
goods to heavy durable goods is apparent in all of Japan’s markets except the 
United States and Europe. These latter areas are vulnerable markets in that 
their imports from Japan are of the semiluxury variety first to be eliminated in 
the event of recession. As the underdeveloped countries increase their self- 
sufficiency in the light industries, such as spinning, Japan must necessarily direct 
greater effort to the export of more highly complicated capital goods thereby 
directly competing with some of the strongest exporting nations of the world. 


Exports by area as percent of total export 








| 
Area 1934-36 | 1950 | 1951 1952 
= sie Ginnie ateiictimatinageatail camel 
i a ll Sle el 18 OD itt et ie Boi 
ey We go cn once awed oie aeeeeeeenne 124 7 5 8 
Sourmenst Age *... ld Sede ci Lisa delta eee 19 34 41 36 
erate ec te... cL Seo oes Re 61 43 46 44 
Tn ee ee eee 16 22 14 18 
Ouer Waren Wee oe ee... 1 4 2 3 
Total. North Amortea.. oi .assas ces ccceascids.cccen 17 26 | 16 21 
Other areas_......-- a iscackive wodasralideneaitine haaigcaniineaee 22 31 | 38 35 





1 This was not truly export trade in the prewar period. These areas were Japanese colonies and the ex- 
tensive exchange of products was internal trade within the Japanese Empire conducted in yen currency 
(rather than foreign exchange) and not subject to customs duties, etc. The figure is here inserted to permit 
comparison but should not be considered as an attainable level for future trade with now sovereign nations. 

? Countries included: Pakistan, India, Ceylon, Burma, Malaya, Singapore, Thailand, Indochina, Hong 
Kong, Indonesia, and the Philippines. 


Imports: Commodities 


The dependence of Japan upon imported foods and raw materials is illustrated 
as follows: 


Imports by commodity groups as percent of total import 





[Percent] 
* Average | 
Commodity group 1934-36 1950 1951 | 1952 

ey inet, at ES | | 

Reb ie bso th ese eerie 48 44 61 52 
PI ei cn adi dnwocknsanttsind basin aaiieitna 23 34 25 32 
SRO oes. oh. snmnn enguiangmseisancen 17 7 7 7 
OIINOUINOG QO0GB as 65 oon nck det cde dacbe ¥ 10 15 7 9 
SOON 2 is 5 dsc dens ~. deeddiet~ ea O25. ccletage®. Sette -tie-eaol. 
Den Soe a eae eee 100 100 | 100 100 





Principal imports into Japan during 1952 were as follows (in order of importance 
with percentage of total import indicated): 


Percent 
Foods (tice; wheat; sugar, bedttey, O66.) 3 et Se ee Sess 32 
Raw materials for textiles (cotton, wool, jute, abaca, ete.) __.._..--------- 29 
FOGG: OPO TEE Ce en ee TD ee A pat aan te Se cee re 9 
Pypbeniodnn Teds eae heavy Gaye. 6 ES ee ent ec eee scene 6 
Machinery (various, to rehabilitate Japan’s industries) ___._.___._-_------ 5 
Crude rubber _- 2 hp wo Re oan tsa ere a ath ea a Oa nes ale 2 
Chemicals ee NAL TOW abt NO See ee eee eee AUS Oe gf 2 
Raw materials for fertilizer (phosphate rock and potash) -____------------ 2 
Fats and oils (soybeans, copra, beef tallow, etc.) _..._-_------------------ 1 
eT AR I OS lig ie ag Ea Rat i py A Raa eta BE gh EL ag 1 
UN a een ea eee eee es ee a a 1 


Others (bauxite, other ores, nonmetallic minerals, timber, pulp, and nu- 
merous other raw and semimanufactured materials) __...-.-.--.------- 10 


The largest single import item is raw cotton which in 1952 accounted for one- 
fifth of Japan’s total expenditure for imports. 

The total cost of these imports in 1952 was about $2 billion. Since 84 percent 
of this was spent for foods and raw materials ($620 million for foods and over 


a 








TRADE AGREEMENTS EXTENSION 727 


$1 billion for raw materials), any substantial reduction of the import level would 
lower Je panese standards of living (which are none too high at present), decrease 
producti n, and cause unemployment. Because of Japan’s poverty in natural 
resources, replacement of most of these imported raw materials by domestic 
production is impossible. 
Imports: Sources 

Just as in the case of export markets, available sources for Japan’s imports have 
changed considerably. The shifting pattern may be shown as follows: 


Imports by source as percent of total import 


Total Asia 


United States 
Other North America 


Total North America 
Other areas 


1 This was not truly import trade in the prewar period. See footnote 1 to the table on p. 6. 
2 Includes the same countries listed in footnote 2 to the table on p. 6. 


The neighboring countries of Asia which provided 36 percent of Japan’s imports 
before the war, are now providing only 5 percent. The rice formerly supplied by 
Formosa and Korea has been replaced by rice from Southeast Asia and the United 
States and by Canadian and U. 8. wheat and barley. Soybeans are now pur- 
chased from the United States rather than Manchuria. Although sugar is still 
imported from Formosa, the quantity is much less and must be supplemented by 


large shipments from Cuba. [ron ore and coal formerly received from China and 
Manchuria is now being supplied by India, Malaya, the Philippines and the 
United States. Salt from the Red Sea area and india has replaced salt from 
China. The disappearance of China behind the Iron Curtain and the unsettled 
economic condition of Formosa and Korea have thus deprived Japan, not only of 
an important market, but also of an assured supply of inexpensive foods and raw 
materials. Many of these materials must now be purchased from North America, 
and especially the United States, with a resultant increased cost, because of the 
long ocean haul. 

While Southeast Asia supplies Japan with many essential commodities (such as 
cotton, rice, iron ore, coal, jute, bauxite, etc.), it is noteworthy that this area’s 
proportion of Japan’s total import trade has increased only slightly since the war. 
Although the countries of the area need Japanese products, their low levels of 
productivity do not permit any rapid increase in their exports to Japan. It is to 
be hoped that their gradual development and attainment of stability will bring 
about higher levels of trade in the future both for their own benefits and Japan’s. 
The fact that trade with many of these countries is bound within the straitjacket 
of individual bilateral trade agreements is another inhibition upon trade expansion. 

One-half of Japan’s imports originate in North America, and especially in the 
United States. The commodities involved are irreplaceable essentials—wheat, 
barley, soybeans, rice, iron ore, coal, cotton, phosphate rock, ete. Since North 
America, which is purely a dollar area, provides a market for only one-fifth of 
Japan’s exports, the resulting trade imbalance is a serious matter in a world of 
nonconvertible currencies. 
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Japan’s balance of payments 
[In millions] 


Visible trade Invisible trade Total 


Pay- Pay- 


Pay- 
ment 


Balance} Receipt ment 


Balance} Receipt 


1951 


Pounds sterling 22 13 597 451 
Open account 2 —1 434 318 


944 184 760 | 2,241 1, 909 


United States dollars... 7 1908 160 748 | 1,210; 1,140 
35 
1 





United States dollars__- 36 ‘ 152 748 1,10 
Pounds sterling._______- 5¢ 532 64 ‘ —6 § 
Open account... ......-- 7 2 66 | 237 


Total ‘ , 289 | | —429 > was 1, 925 


January to June 1953: 
United States dollars___- |} —213 
Pounds sterling 151 | 363 —212 179 
Open account 144/ 211) —67 150 

















Total : 558 | 1,050 | —492 | 362 | 1,012 


! Includes approximately $580 million in special procurement by U. 8. Armed Forces. 
2 Includes approximately $805 million in special procurement by U. S. Armed Forces. 
3 Includes approximately $370 million in special procurement by U.S. Armed Forces. 


Balance of payments 


To bring the diverse elements of export earnings and import expenditures 
into focus—and in addition to introduce the elements of invisible trade and 
currency imbalance—an analysis of Japan’s balance of payments position is 
required. Prior to the war, Japan had little difficulty in balancing her inter- 
national payments, first, because foreign currencies were then freely convert- 
ible and, second, because she was able to cover her visible trade deficit with a 
substantial invisible trade surplus, largely the earnings of her since-destroyed 
commercial fleet. The following tabulation briefly illustrates some of Japan’s 
postwar difficulties in this field. For 1951, 1952, and the first half of 1953, the 
table indicates Japan’s foreign exchange receipts, payments, and balances in terms 
of visible trade, invisible trade, and total. Invisible trade here includes both 
capital transactions and donations. These statistics will not always agree with 
those formerly quoted since those were based upon customs documents and these 
are based on bank transactions. The unit is one million dollars. 


Visible trade 


Throughout the entire period, Japan was running a deficit in visible trade. 
During 1951 and 1952, expenditures for imports exceeded proceeds from exports 
by about $430 million each year. During the first half of 1953, this deficit 
expanded to an annual rate of about $1 billion. Although receipts from dollar 
sales have been gradually increasing and expenditures for dollar imports have 
gradually decreased, the problem of the tremendous deficit in visible dollar 
trade has yet to be solved. The disturbing drop in exports to sterling areas 
evident in 1953, together with an increasing payment for sterling imports, is the 
main reason for the deepening blackness of the trade picture. This trend, from 
a surplus of over $60 million in sterling in 1952 to a deficit at the rate of $400 
million in 1953, is the result of stringent trade limitations applied against Japan 
by the United Kingdom and other sterling countries. This demonstrates the 
weakness of Japan’s trade position, the control of which is out of her hands. 
Receipts from exports to the open account countries, which include many of the 
undeveloped areas of the world, have been gradually decreasing over the period 
while imports from these sources picked up strongly in 1953, bringing about 
Japan’s first deficit in open account trade transactions as a whole. This shows 
that Japan is meeting increasingly stiff competition in such markets. Although 
the totals for open account trade are not yet alarming, hidden within them are a 
number of vexing problems on individual accounts. These are caused by the solely 
bilateral nature of such trade which frequently is not in accord with the true 
trading positions of the two countries involved. 
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Invisible trade 


The outstanding feature of the invisible trade of Japan is the heavy receipt of 
dollars occasioned by special procurement. The term ‘“‘special procurement” in- 
cludes all expenditures for goods and services in Japan by the United States and 
United Nations in support of military forces both in Japan and Korea. Over the 
two and one-half years from January 1950 through June 1953, these expenditures 
amounted to about $1.8 billion. In the absence of this accretion to foreign 
exchange, Japan’s invisible trade over the period would only have earned about 
$100 million and total trade would have seen a deficit of $1.2 billion. With the 
establishment of peace in Korea, the continuation of the income-balancing item 
of special procurement cannot be expected. The emphasis must move to visible 
trade—an expansion of exports and a contraction of imports—if Japan is to remain 
solvent. Without special procurement, Japan’s present foreign exchange reserves 
would be completely wiped out by one more year’s trade at the rates indicated 
during the January—June period of 1953. 


FOREIGN TRADE PROBLEMS 


As pointed out in the preceding sections, the further development of Japan’s 
international commerce is faced with many obstacles. Following is a brief discus- 
sion of the more obstinate and difficult problems, the solution to which would go 
far toward the establishment of a sound foreign trade. 


Export-import imbalance 


Japan’s visible trade is afflicted with a chronic imbalance which has persisted 
since the close of the war. During the entire period from 1946 through June 1953, 
only one month—December 1951—showed a favorable balance of trade. Ameri- 
can aid imports closed the gap in the early years and the fortuitous ‘“‘special 
procurement” did the same since mid-1950. Such a permanent unfavorable trade 
balance is unhealthy and must be remedied. The bulk of the imports are food for 
the Japanese people and raw materials for Japan’s industries. Neither of these 
can be substantially reduced without disastrous effects upon the nation’s economy. 
While the Japanese Government exerts continuous efforts to eliminate nonessen- 


tial imports, their complete elimination would only slightly alleviate the problem. 
The real answer is an expansion of exports sufficient to earn the foreign exchange 
required to purchase the import requirements. For example, in 1952 Japan’s 
imports cost about $2 billion while she was earning only $1.3 billion with her 
exports. A balance, which is imperative over the long run, should have been 
attained, not by a reduction of $700 million in imports, but by an increase of the 
same amount in exports. 


Instability of export markets 


The adjustment of Japan’s industry and commerce to her foreign markets 
is a slow and costly process. In order to obtain maximum sales the needs of 
each market must be determined, the types of goods which gain acceptance 
must be produced (requiring re-tooling, re-training, and the obtaining of assured 
raw material supply sources), expensive advertising campaigns must be initiated, 
and sales and distribution systems must be established. The Japanese business- 
man, who suffers from a chronic shortage of funds, is hesitant to undergo all this 
expense to obtain sales outlets unless he has some assurance of the continuity of 
the market. He is willing to take the ordinary business risks but is reluctant to 
invest in projects subject to sudden death by foreign governmental intervention. 
For instance, Japan was having some success in promoting sales of canned tuna 
fish in oil to the United States. Upon this trade reaching a respectable level 
(31.8 million pounds in 1950), the United States Government in January 1951 
doubled the then-existing tariff rate, which action very effectively cut off the 
market (2.5 million pounds in 1951). The Japanese exporters were forced to 
shift their efforts to tuna canned in brine and frozen tuna. Even this trade is 
being artificially held down in order not to arouse further tariff reprisals. Another 
example on a larger scale has been the recent abrupt slowdown in Japanese 
exports to the sterling area. In 1952 Japan exported almost $600 million worth 
of goods for payment in sterling. During January—June 1953, sterling sales have 
been cut in half, to an annual rate of about $300 million. This sharp reduction 
was caused by the application of strict trade controls by the United Kingdom 
and other sterling countries. Other nations have accomplished the same result 
by a number of methods, opening up and then closing their markets to Japanese 
merchandise. It may truly be said that no one of Japan’s present markets is a 





730 TRADE AGREEMENTS EXTENSION 


dependable one over the long pull. Many times, the Japanese business commu- 
nity has suffered considerable loss in preparing for anticipated export sales only to 
have them abruptly terminated. Exporters are now somewhat reluctant to 
undergo any substantial promotional expense—an understandable reaction but 
not one conducive to the required increase in the nation’s export trade. 


Trade with China and nearby Asia 


During 1938-39, China absorbed one-third of Japan’s exports and supplied 
Japan with one-sixth of her imports. It is therefore evident that the loss of 
China and Manchuria as a source of food and raw materials has been a serious 
blow to Japan’s foreign trade. The 1934-36 average annual import from China 
included about 500 thousand tons each of soybeans and salt, over 3.2 million tons 
of coal and over one million tons of iron ore. These and other bulky commodities 
are now being imported from more distant sources, primarily the United States, 
at relatively higher prices (because of the longer haul), thereby raising the cost 
of production of many of Japan’s fabricated products. In addition, prewar 
China was one of Japan’s best export markets with an average (1935-39) annual 
balance favorable to Japan of about $140 million. This foreign exchange income 
helped Japan to balance her accounts with the United States, which even then 
was exporting far more to Japan than she was importing from that country. 
The import-export trade with China is now negligible. Although a more stabilized 
international situation which would permit reopening of the China trade would 
be a boon to Japan, it is doubtful whether that nation will ever again be as im- 
portant a source and customer as in the past. Apparently China is fast industrial- 
izing under the Communist regime and will have use herself for her own raw 
materials. The nature of the trade inquiries now emanating from China—for 
primary and secondary heavy industrial products rather than consumer goods— 
would appear to indicate the future trend. Furthermore, the foreign trade of 
China is now under strict state control and the Chinese people cannot buy the 
consumer goods which they would like to have and which Japan could supply 
in large quantities. 

The loss of Japan’s former colonies of Formosa and Korea has also played a 
large role in the shrinkage of Japan’s trade. In 1938-39, these two areas bought 
30 percent of all the products shipped from Japan proper. They also provided 
about the same percentage of imports to the main islands, mostly in the form 
of rice and sugar. Today they represent only 4 percent of Japan's imports and 
8 percent of her exports. Since they are now sovereign, their Japanese trade 
must be conducted in foreign exchange rather than in yen, thus introducing all 
the currency problems afflicting the rest of the world. Their populations have 
swelled with a resultant diminishment or elimination of exportable werpures of 
food, their major prewar source of outside income. Their development has been 
interrupted and their economies are ridden with inflation. Although trade with 
Korea and Formosa is gradually increasing and—in the absence of adverse 
developments in the international situation—will continue to do so, it cannot 
be expected that they will regain their former position of importance in Japan's 
trade. 


Trade with Southeast Asia 


Although trade with Southeast Asia is frequently cited as the answer to Japan’s 
need for export markets, any increase from present trade levels will be exceedingly 
difficult to attain. The free nations of Asia are economically weak. Their internal 
stability is mediocre, their standards of living are low, their productivity is limited. 
Many of these countries are rich in natural resources but their development, 
even with the help of the United States Point 4 program, the British Common- 
wealth’s Colombo Plan and the United Nation’s developmental projects, is 
excruciatingly slow. Their low national incomes coupled with their crowded 
populations do not permit the accumulation of desperately needed capital for 
investment. Most of them are dependent upon raw material exports for foreign 
exchange income, making them extremely vulnerable to fluctuations in the 
world’s unstable commodity markets. Undoubtedly progress is being made 
toward economic betterment but not at a pace to support optimistic views regard- 
ing Japanese-Southeast Asian trade. , o. 

The people of Asia want and need consumer goods in large quantitites. While 
Japan is able and eager to supply their needs, unfortunately they lack the pur- 
chasing power to make their demands effective. An additional deterrent to any 
increase in Japan’s exports of soft goods to the areas of South Asia is the growin 
self-sufficiency of these countries in the production of textiles. Spinning an 
weaving industries may be established without large capital investment and hence 





TRADE AGREEMENTS EXTENSION 731 


have received first priority in the developmental plans of most Southeast Asian 
nations. Thus the largest component of Japan’s present trade with them— 
textiles—will be increasingly subject to competition from local industry. It 
follows that, in order to maintain present trade levels (to say nothing of expansion), 
Japan’s export must shift to the field of heavy industrial products and machinery. 
And here, as explained in a later paragraph, Japanese heavy industry has the 
problem of wee tee pricewise with more efficient production facilities in other 
industrial nations. urthermore, the capacity of the economically unstable and 
underdevelo Asian countries to absorb the products of heavy industry is low. 
The recent downtrend in Japan’s exports to this area is indicative of the inability 
of these countries to finance badly-needed imports. 

Another element inhibiting Japanese trade with Southeast Asia is the fact 
that normal international relations have not yet been restored with many of the 
nations of the area. The ill feeling generated by World War II has not yet fully 
subsided and a residual resentment against Japan still exists in some countries. 
Several of the free Asian nations have not yet concluded peace treaties with Japan. 
None of them have entered into treaties of friendship, commerce and navigation 
with Japan, which treaties might facilitate commercial relations. Japanese 
vessels still do not have free access to many ports in Asia. The knotty problem 
of reparations has yet to be solved and complete friendship with certain nations, 
ene Indonesia and the Philippines, must await that event. Eventually 

apan expects to attain friendly relations with all the free nations of Asia, but for 
the present, progress is slow. Time, patience, and understanding is required. 


Price and quality of exports 


Japanese goods have frequently been criticized as being of inferior quality. 
Japanese businessmen have often been accused of cut-throat pricing tactics. 
Unfortunately, there has been just enough truth in both these accusations to 
cast an unfavorable light upon Japanese trade as a whole. In this connection, 
it must be recognized that many of Japan’s markets are poverty-stricken and 
that cheap merchandise is all the people of these areas can afford. They either 
buy inexpensive items of lower quality or none at all. Supplying such markets 
can hardly be a subject of criticism. The trouble comes when goods destined for 
a poorer market occasionally reach an area where higher standards prevail, such 
as the United States. While the unethical transactions have been few and 
exceptional, they have received wide-spread publicity, often stirred up by com- 
petitors. Japanese production of many items is spread over a number of small- 
scale, poorly financed, ill-equipped producers. Now and then one of these is 
forced to sell his stock at a loss just to realize some otherwise unobtainable ready 
eash. Or he may be tempted by approaching bankruptcy to lower costs of 

roduction by lowering the quality of his products. The chronic shortage of 
unds, both for business operations and capital improvements, will be referred 
to later. The great majority of Japanese businessmen are scrupulously honest 
and the foregoing practices are indulged in only by a minority driven by despera- 
tion in their desire to make both ends meet. Japan’s very strict anticartel 
legislation has prevented the exercise of effective control over these exceptional 
cases and has, in fact, encouraged unbridled competition sometimes to the detri- 
ment of the national interest. However, the Japanese Government, with the 
cooperation of the various industrial and trade associations, has undertaken 
measures directed toward quality improvement and stabilization of prices. And 
the operation of economic law is gradually eliminating the shoe-string producers 
who have been compelled toward adulteration of quality and cut-throat prices 
by their own insolvency. Counteraction of the poor repute of Japanese goods 
is essential to the expansion of exports. A general public acceptance of this 
largely undeserved reputation would greatly harm the nation’s progress. 


Currency inconvertibility 


Japan is not alone with regard to the adverse effects upon her trade caused by 
the present inconvertibility of the various kinds of foreign exchange. Since the 
war, Japan’s sterling position has been alternately feast and famine. Within one 
short year, the nation’s trade policy had to shift from one of limiting exports to 
the sterling area to prevent over-accumulation of then-unusable sterling to one 
of purchasing pounds with hard dollars to finance required imports. Inconverti- 
bility frequently means paying uneconomic prices for imports to conserve one 
currency and use up a balance in another. Often it means dictating a particular 
destination for exports which could more profitably be shipped elsewhere. Japan’s 
open account trade, which is transacted under a multitude of bilateral agreements 
with other governments, appears in total to be fairly satisfactory but is actually 
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in a sorry state. Trade under many of these agreements is at a stand-still either 
because Japan is far overextended or because the other country is. Further 
belaboring of the present international currency situation is unnecessary—the 
uneconomic effects are apparent. Japan, as one of the world’s greatest trading 
nations, but a member of no economic bloc, is hamstrung at all turnings, The 
establishment of convertibility between the dollar and the pound sterling would 
be a great step forward toward the expansion of international trade, an objective 
desirable to all nations. The additional establishment of some form of Pacific 
Payments Union, incorporating the advantageous features of the European 
Payments Union which has helped to free trade in Europe, would expedite and 
foster multilateral trade in and with Asia, another desirable objective. 


Special procurement income 


For the past three years, the dollar income acquired through the supply of 
materials and services to the United States Armed Forces has been the greatest 
single element in the maintenance of Japan’s solvency. It should be recognized, 
however, that this procurement has also had a disrupting influence upon the 
Japanese economy. It has created pressure upon prices and hence has contributed 
to inflation. Temporary ‘booms’ have transpired in some segments of the 
economy; “busts”’ will be inevitable upon the withdrawal of this special support. 
Materials and skills have been used in the satisfaction of this unusual demand 
which might better have been employed in the production of normal export goods 
to foster future markets. The rational planning of export expansion has been 
rendered infeasible in the helter-skelter rush of filling military orders. In a sense, 
the Japanese industrial structure has been distorted to satisfy demands which 
can be considered only temporary. When this procurement ends, as inevitably 
it must if peace is achieved in Asia, a painful readjustment will be uired. 
Japan’s exports through regular trade channels would have to be increased more 
than 60% to replace the special procurement income, 


Modernization of industry 


As previously mentioned, the emphasis in Japan’s export trade is rapidly shift- 
ing from textiles to the products of heavy industry. Although textiles are still 
the greatest foreign exchange earner, the trend is down and there is no reason to 
expect that it will not so continue. Japan’s traditional markets are moving in 


the direction of self-sufficiency and, even where Japan could advantageously com- 
pete pricewise, protection will undoubtedly be given the local industries. This 
shift toward heavy industrial products is embarrassing to Japan because, aside 
from the textile producers, her industry is, in the main, inefficient and high-cost. 
For most industrial products, apaeeee prices are far out of line with those pre- 


vailing elsewhere in the world. his is partly caused by the high prices of bulky 
raw materials necessarily obtained from far-distant sources. Japan can do noth- 
ing about this problem in today’s unsettled international situation. The major 
share of the blame, however, can be laid at the door of obsolescence. By modern 
standards, the productive equipment and the production methods of the nation’s 
industry are outmoded. Uncompetitive high prices are the inevitable result of 
antiquated machinery and out-of-date processes. This fact is realized by Japa- 
nese businessmen and strenuous efforts, fully supported by the Government, are 
underway to import or construct modern machines and machine tools. New 
and efficient production and business techniques introduced to the world during 
the long peried that Japan was out of touch are being sought after and acquired. 
The modernization of the entire productive capacity of a nation is a tremendous 
task but one that must be undertaken if Japan is to compete successfully in 
international trade. 


Hydroelectric development 


That portion of Japan’s waterpower which is still unused in the generation 
of electricity should be put to work as soon as possible. The low quality and 
high extractive cost of Japanese coal does not permit the use of that fuel as the 
primary source of energy. It is planned to exploit Japan’s natural advantage in 
hydroelectric potential to the full in order to overcome other handicaps, such as 
high-cost raw materials, upon the industrial system. The configuration of the 
country is such that many additional medium-sized plants, rather than several 
large ones, will be required. Although this feature will raise construction costs 
per unit of output, it should encourage the dispersement of industry with a con- 
sequent use of the presently underemployed rural labor force. Since hydro- 
electric generation is characterized by sharp seasonal variations in output, the 
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construction of additional thermal generation plants will also be necessary in 
order to maintain a fairly even flow of current to the industrial plants. 
Capital insufficiency 

To the present, funds available for investment have largely been channeled 
into the necessary work of reconstruction and renovation of industrial plants 
badly damaged by war. Now the need is for investment in the modernization 
of the industrial process and the construction of power-generating facilities. 
While encouraging progress has been made in the direction of increased domestic 
capital formation, even the minimum requirement for long-term investment funds 
is far beyond the capacity of Japan’s financial community. The shortage of 
capital has led to a dependence upon expensive, short-term lendings to finance 
business operations. This, in turn, has contributed to the problem of high pro- 
duction costs which force Japan’s export prices out of the competitive range. 
The weakness of the nation’s financial structure is illustrated by current rates of 
interest, which range from 8 to 12 percent. Even at these high rates businessmen 
and small industrialists are often unable to obtain funds and must resort to 
illegal, usurious moneylenders. Although Japanese laws have been revised to 
attract investment from abroad, the response has not so far been strong enough 
to have had any effect upon the stringent capital situation. 


Foreign tariffs 


Of all the external deterrents to Japan’s export trade, one of the heaviest is 
the existence of foreign protective and discriminatory tariffs. The ‘Empire 
Preference” system used by the British Commonwealth countries is perhaps the 
best-known—but by no means the only—example of tariff discrimination against 
outsiders. Other governmental measures, such as the “Buy American Act’ in 
the United States and the quantitative limitations imposed upon imports by 
many countries, add to the difficulties of trade expansion. Even nonaction by 
foreign governments, such as their failure to conclude treaties of friendship, com- 
merce, and navigation with Japan, hinders the growth of normal trade. These 
additional burdens, laid upon the other handicaps discussed previously, are fre- 
quently sufficient to effectively eliminate Japan from competition in many prod- 
ucts in many areas. In those cases where prohibitive tariffs are not already in 
being, the fear of subsequent increases which might be predicated upon expanded 
exports of a particular commodity is enough to discourage Japanese businessmen 
from programs of trade expansion. Even in the United States, where the great 
need for permanent expansion of Japan’s export revenue is most understood, 
there is constant pressure for tariff action against one Japanese product after 
another. Throughout the world Japan is experiencing difficulty in gaining general 
recognition as a country entitled to the same customs and import controls as 
those applied to goods of other nations. Japan’s pending temporary membership 
in the General Agreement on Tariffs and Trade is in doubt because of the opposi- 
tion of influential nations now applying discriminatory controls against Japanese 
exports. It must be recognized that Japan, unlike most of the other trading 
nations of the world, is not a member of an “economic bloc” which might tend 
to cushion its members against the full effects of today’s restricted world markets. 


CONCLUSION 


The future of Japan is inextricably bound to a foreign trade cycle whereby 
food and raw materials are imported, the raw materials are processed into finished 
goods, the finished goods are exported for foreign exchange to firance the import 
of more food and raw materials, and soon. When this cycle is working properly 
and without distortion, the Japanese economy is healthy and the people of Japan 
are enabled to feed and clothe themselves. 

Since the war’s end, the cycle has been distorted by an excess of import over 
export. From 1945 to 1950, this excess was financed by American aid which 
helped to maintain the Japanese people while war damage was being repaired. 
Since 1950, special procurement in Japan has been the source of invisible income 
which closed the gap between heavy imports and not so heavy exports. Now, 
with the gradual termination of special procurement in sight, the abnormal dis- 
tortion in Japan’s foreign trade must be rectified. To obtain the necessary 
imports, the requirements for which are relatively inelastic, a considerable ex- 
pansion in the quantity of Japanese exports is imperative. 

The successful promotion of export trade is contingent upon the solution of 
many problems, all of which may readily be classed under two headings— internal 
problems and external problems. The internal problems—conservation, modern- 
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ization, stabilization, construction, capital, accumulation and the rest—are stub- 
born and difficult but are within the power of the Japanese nation eventually to 
resolve. Outside help, particularly in the fields of capital investment, efficient 
productive techniques, and modern business methods, would be desirable and 
most welcome. Assistance from abroad would speed internal development but 
is not an absolutely essential prerequisite. 

With regard to the external problems, however, the Japanese nation, although 
not entirely powerless, can exert very little control over the elements which are 
shackling her foreign trade. These problems—undeveloped or unavailable 
nearby supply sources, unstable export markets, inconvertibility of foreign cur- 
rencies, tariff and export-imvort quota limitations—are primarily in the field of 
international relations and their solution is dependent upon the development of 
good-will and cooperation between the sovereign nations of the free world. Japan 
is prepared and eager to cooperate in all endeavors to develop understanding 
between the nations and to free the channels of world trade. Indeed, therein 
lies her hope for the future. 

The United States is the greatest economic power in the world today. Actions 
taken by the United States Government, which appear to the average American 
situated in his powerful economy to be minor and unimportant, may have a 
tremendous effect upon the economies of other, less stable countries. Therefore, 
the foreign economic policy of the United States is of worldwide significance. 

Japan is now dependent upon the United States for an assured supply of the 
foods and materials vital to her existence. To be enabled to purchase these 
commodities, Japan must earn dollars, i. e., must export products to the United 
States. The present situation, which features an annual $550 million unfavorable 
balance in dollar visible trade, cannot long continue. In view of Japan’s position 
as one of the best customers for United States commodities, it would appear to 
be in the long range interest of the United States to encourage, or at least not to 
hinder, imports from Japan. The decisions of the President’s Commission on 
United States Foreign Trade Policy are being anxiously awaited by the people of 
Japan. For in the final analysis, these decisions will to a great extent determine 
the future course of Japan’s economic policy. 


The CuHarrMAn. We thank you for your appearance and the infor- 
mation given to the committee. 

Tue CHarrMAN. The next witness is Mr. John C. Ray, in behalf of 
the Detroit Board of Commerce. 

We are glad to have you here. Please give your name, your ad- 
dress, and the capacity in which you appear, for the record. 


Mr. Resp. I wish to add to the statement that I am glad to see you 
here. 


STATEMENT OF JOHN C. RAY, DETROIT, MICH., IN BEHALF OF 
THE DETROIT BOARD OF COMMERCE 


Mr. Ray. Thank you. My name is John C. Ray. I am a practic- 
ing attorney in the city of Detroit and specialize to a large extent in 
the customs matters. 

This statement which is attributed to me is really the statement of 
Mr. Gerald Hedder, who is the secretary of the world affairs committee 
of the board of commerce, who, unfortunately, cannot be here today. 

Because of the lateness of the hour, I would like to summarize this 
statement which, I assume, is going to be published in full. 

The CuarrMaNn. It is only a brief statement, so you may go ahead 
and present it as you have it. 

Mr. Ray. All right. 

The Detroit Board of Commerce is a nonprofit corporation, duly 
authorized and existing under and by virtue of the laws of the State of 
Michigan. It was established for the purpose of promoting and main- 
taining the industrial, commercial and civic progress of the city. 
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There are approximately 6,500 members of the board, representing 
about 3,800 commercial activities in the Detroit metropolitan area. 
Some 1,900,000 people live in the city of Detroit, and almost 3 million 
live in the Detroit metropolitan area. 

The board’s interest in the instant proceedings springs from the 
great stake that Detroit has in foreign trade. 

The products of Detroit’s manufacturing concerns, members of the 
Detroit Board of Commerce, are seen throughout the world. Detroit- 
made automobiles and tanks and tractors are on the streets of Zurich 
and Istanbul, and Detroit-made pharmaceuticals and calculating ma- 
chines, too, are in shops at Caracas and Rio de Janeiro. 

In fact, we estimate that 1 out of every 7 employed in manufactur- 
ing in Detroit owes his living to foreign trade to a substantial degree. 
Furthermore, in 1953, the port of Detroit experienced a level of inter- 
national trade which ranked it second among the ports of the United 
States on the dollar value of exports and imports. Complete statis- 
tics for entire 1954 are not yet available. 

Since Detroit’s employment is so closely related to foreign trade, 
one can readily understand our great interest in the Trade Agreements 
Extension Act of 1955. We realize that dollars earned in the United 
States by foreign exporters will either directly or indirectly return 
home through the purchase of goods of United States manufacture. 

Detroit must sell to keep its payrolls high, and we cannot keep 
payrolls high by gearing production solely to the domestic market. 
We know that our export markets are also greatly needed to keep 
people working. 

This bill will help to put dollars in the hands of potential and actual 
customers, but equally important is the fact that markets which have 
been closed in the past may soon be reopened to us as the President, 
by authority of this act, negotiates the trade obstacles from our path. 

In addition, the act holds forth a hope that markets heretofore 
inaccessible will also be opened to us eventually. 

There is no subtle connection between Detroit’s payrolls and those 
in other sections of the United States. At the present time, Detroit’s 
automobile industry provides a major market for the steel industry, 
and for the rubber and glass industries as well. In addition, auto- 
mobile parts come from manufacturers located in small communities 
such as Mingo Junction, Ohio, as well as those located in large cities 
such as Los Angeles, Calif. 

We do not wish to infer that the automobile industry is the only one 
responsible for Detroit’s employment, although it is a major one. In 
the Detroit area one can find other industries depending upon foreign 
trade to a great extent. In this connection, one finds the previously 
mentioned pharmaceutical industry and the machine tool, the office 
machine, and the chemical industries. All of these have a substantial 
stake in foreign trade. 

The only regret which the Detroit Board of Commerce can express 
today is that the Trade Agreements Extension Act of 1955, in its 
present form, does not go far enough. The 3-year period is too short 
for businessmen, both at home and abroad, to adequately plan their 
operations, and the reductions permitted are not nearly great enough. 

Actually, we would rather advocate a complete revision of the Tariff 
Act of 1930, a revision which would lower United States tariffs to all 
countries rather than on a piecemeal basis such as our present recipro- 
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cal trade agreements program now affords. However, until such a 
program can be approved, we will support an expanded reciprocal trade 
agreements program. 

The Detroit Board of Commerce, therefore, supports H. R. 1, the 
Trade Agreements Extension Act of 1955, and respectfully urges this 
committee to report the measure favorably back to the House. 

Thank you. 

The CHartrMAN. Does that complete your statement, Mr. Ray? 

Mr. Ray. Yes, sir. 

The Cuarrman. We thank you for your appearance and the 
helpful information you have given the committee. 

Are there any questions? 

Mr. Reed of New York will inquire. 

Mr. Reep. I would like to ask you this: What part of Detroit’s 
production is sold in the United States? 

Mr. Ray. What part of Detroit’s production is sold in the United 
States? 

Mr. Reep. What portion of it, yes. 

Mr. Ray. I can only approximate that, Mr. Reed. I do not have 
any figures and I did not come here to answer questions of that sort. 
Mr. Reep. You can place it into the record later, if you wish to. 

Mr. Ray. That I would like to do. 

(The information requested was later submitted and appears on 
p. 2579.) 

Mr. Reep. I would also like to know what portion of your foreign 
trade figures are to Canadian purchasers, 

Mr. Ray. I will supply those. 

(The information requested was later submitted and appears on 

. 2579.) 
' Mr. Reep. Would your companies up there, do you think, like 
General Motors, be perfectly willing to dispense with any tariff law? 

Mr. Ray. To suspend the tariff law? 

Mr. Rerp. Yes. They do not need a tariff; do they? 

Mr. Ray. We do not fear any competition as far as automobiles 
and trucks are concerned. 

Mr. Reep. As long as they want to go along the lines of free trade, 
why do they not set an example and just remove their 10 percent 
tariff. That would encourage the production abroad of automobiles. 
They make pretty fair automobiles over there. Why not suspend the 
tariff and encourage them to build up over there? 

Mr. Ray. It does not originate with the General Motors. After 
all, this committee has that function. 

Mr. Reep. You have a lot of other companies there. It would 
show a wonderful example. They would all get the reduction. 

Mr. Ray. I believe there was a measure submitted here 2 years ago 
from a Congressman from California to that effect. We did not op- 
pose that measure which was to remove the 10 percent tariff on foreign- 
made automobiles. We did not object to that at all. 

Mr. Reep. Can you speak with authority on that point? 

Mr. Ray. I am not speaking for General Motors by any means, 
Mr. Reed. 

Mr. Reep. What about machine tools. I do not like to go into 
this at this hour, but it is important. What do the machine-tool 
people think about the competition they are getting from Germany? 
A shipload came over recently from Germany. What do they think 
about that? 
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Mr. Ray. I am not familiar with the machine tools. I understand 
there is competition from Germany on machine tools. 

Mr. Reep. They are very fine materials, and sell at about a third 
of our price. 

Thank you very much. 

The CuarrmMan. We thank you for your appearance and the infor- 
mation given the committee. The committee will stand adjourned 
until 10 o’clock tomorrow morning. 

(The following information was submitted for the record:) 


STATEMENT OF THE BROOKLYN CHAMBER OF COMMERCE 


There is now before your committee and at hearing H. R. 1 by Mr. Cooper. 
This measure has as its purpose the extension of the present Presidential au- 
thority to negotiate mutual tariff adjustments with friendly countries. The bill 
is cited as the Trade Agreements Extension Act of 1955. As this matter is now 
at public hearing and as a record is being made, which will be used by the mem- 
bers of your committee in determining additions or modifications to the bill at 
the time of reporting the measure to the House of Representatives of the Con- 
gress for action, the Brooklyn Chamber of Commerce respectfully requests that 
this, its statement, be included in the record of these public hearings. 

This chamber favors the extension of the President’s authority to negotiate 
tariff adjustments to the fullest extent possible without injury to the country’s 
economical and industrial structures. It further feels that safeguards can be in- 
cluded in the bill which would easily afford adequate protection to these structures 
without affecting the reciprocal tariff adjustment capacity of the bill which is the 
basie purpose of the measure. 

The original bill provided that the President should establish appropriate pro- 
cedures to carry out the legislation. These procedures have been established. 

They are roughly as follows: There is established a working advisory com- 
mittee consisting of representatives from the Departments of State, Treasury, 
Defense, Agriculture, Commerce, Labor, Interior, and a representative from the 
Tariff Commission and one from the Foreign Operations Administration. This 
is the Interdepartmental Committee on Trade Agreements. This Committee 
selects and issues a list of commodities to be negotiated. At the same time the 
‘“‘Committee for Reciprocal Information” gives notice of public hearings on this 
list. 

The chamber respectfully points out that while these committees have different 
names, they are actually the same committee and that the membership of the 
Committee for Reciprocal Information is the same as the membership of the 
Interdepartmental Committee on Trade Agreements. In other words the com- 
mittee which selects and issues the list of commodities to be negotiated is also 
the committee which gives notice of and holds public hearings on these lists and 
comes to a decision on the same. It thus acts as judge, jury and prosecutor. 

This chamber does not believe this procedure to be in the public interest. 
With the work of the Interdepartmental Committee on Trade Agreements, it 
has no quarrel but the hearings on the selected list of commodities should be 
before an entirely different body and preferably before a creation of this Congress. 
It would seem the United States Tariff Commission would be the most suitable. 
Under the law this body is now required to determine the “peril-point” factor 
(see. 3 (a) of the Trade Agreements Extension Act of 1951). Hearings are held 
on this matter and such hearings could easily be extended to cover the entire 
subject. Review of the findings of the Commission, if necessary, could easily be 
before an appropriate committee of the Congress. In any event the chamber 
is firmly of the opinion that the same committee should not be charged with the 
responsibility of selecting the commodities and passing upon the propriety of 
such selection. 

The bill now before you provides for reductions based on the duties in effect at 
various times. See lines 1 and 2 at page 4 and line 9 of the same page to name 
two instances wherein the years 1945 and 1955 are used as the basic dates. It is 
quite possible that material reductions were made prior to 1945 and 1955 which 
were absorbed by the industry. Further reduction, even 5 percent below July 1 
1955, might result in injury. Therefore, this chamber urges that in the case of 
all reductions the tariff rates in effect at least as of January 1, 1936, be used as a 
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basis, because this chamber feels that that date is much more realistic than either 
1945 or 1955 

Section 5 gives authority for reduction of duty up to 50 percent on commodities 
imported in negligible quantities or not at all. Sure the need for careful study 
is indicated. The duty may be the reason for the level of the imports. Take for 
example, the wooden lead pencil, particularly of the cheaper variety. There is 
practically no importation of this product. But competition on the world markets 
is very severe particularly in the lower price levels where foreign competition has 
closed these outlets to the American product. A 50 percent reduction on wooden 
lead pencils might well flood our markets with this cheap product. There is 
generally a very good reason for tariff duties and the background should be fully 
explored before a definite step is taken. Therefore, this chamber urges that 
provision be written into section 5 to the effect that no reductions be made until 
appropriate public hearings are held and the reason for the present level of duties 
is thoroughly explored. The chamber further believes that these hearings should 
be before the United States Tariff Commission. 

Unless the measure is modified to contain provisions which insure protection, 
such as outlined above, there will be a constant danger to our industry from im- 
proper application of the measure. It will be further noted that none of these 
suggested changes would in any way hamper the reciprocal tariff negotiation 
capacity of the measure—the basie purpose of the legislation. 

Dated at Brooklyn, N. Y., February 7, 1955. 


Mempuis Woritp TRADE CLUB, 
Memphis 1, Tenn., January 25, 1955. 
Hon. Jere Cooper, 
United States House of Representatives, 
Washington, D. C. 
My Dear ConaressMAN: Enclosed is copy of resolution adopted at meeting 
of this club on January 18 concerning H. R. 1. 
May we respectfully urge your support of this legislation. 
Very sincerely yours, 
O. F. Soperstrom. 
Precutive Secretary. 
RESOLUTION 


Whereas, there has been introduced in the Congress of the United States a bill 
known as H. R. 1, by Representative Cooper, of Tennessee, the purpose of which 
is to extend for 3 years the authority of the President to enter into trade agree- 
ments under section 350 of the Tariff Act of 1930, as amended, and for other pur- 
poses; and 

Whereas we are informed that this legislation is intended to enable the President 
of the United States to implement his announced foreign-trade program, including 
the right to reduce import duties on a selective basis by 5 percent per year for 
each of the next 3 years, if and when such action is considered necessary ; an 

Whereas it is the firm belief of this assembly that liberal foreign-trade terms 
are essential to the President’s program for continued peace and the defense of our 
country against aggressive enemies: Now, therefore, be it 

Resolved, That the Memphis World Trade Club, an unincorporated, mutual 
association of individuals engaged in world trade, in regular meeting assembled, 
does hereby endorse and approve the legislation known as H. R. 1, introduced by 
Representative Jere Cooper, of Tennessee, on January 5, 1955, and urges the 
representatives of Memphis and the State of Tennessee in the House and Senate 
of the United States to support such legislation when it shall come before them for 
consideration: Be it further 

Resolved, That a copy of this resolution be transmitted to each member of the 
House Committee on Ways and Means, and to each Senator and Representative 
from Tennessee in the Congress. 
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San Francisco CHAMBER OF COMMERCE, 
San Francisco Calif., January 26, 1955. 
Hon. Jere Cooper, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Cooper: As your committee is now holding hearings on legislation 
for the renewal of the Reciprocal Trade Agreement Act, we wish to take this 
opportunity to present our views to your committee. 

The World Trade Association of the San Francisco Chamber of Commerce 
concurs with us in the views expressed herein. The San Francisco Chamber of 
Commerce has over 4,700 members, representing all segments of business and 
finance throughout this area, and the World Trade Association has nearly 500 
members, representing direct and indirect participation in international com- 
merce and finance. 

The subject of reciprocity in trade originated in this chamber of commerce in 
1932. Since that time we have consistently supported a liberal trade policy and 
a continuation of the reciprocal trade agreements program as we have felt that 
this is a proper procedure to secure the reduction of excessive tariffs and help in 
the removal of trade barriers including quotas and exchange and other controls. 
We are confident that the reciprocal trade agreements program has achieved 
these objectives and must be maintained on as liberal a basis as possible. 

In January 1953 the Sam Francisco chamber made an extensive study of inter- 
national trade policy with a view to revising its policy declaration of 1944. This 
study was completed in April 1953 and enunciated during World Trade Week 
of that year. A copy of that declaration is attached and in paragraph 14 on 
page 15 we review our position and recommend extension of the Trade Agreements 
Act mentioning specifically for 4 years and indicating the preference for renewal 
without an expiration date. 

In order to avoid a lengthy repetition of previous statements, we are attaching 
a copy of our recommendations to the Ways and Means Committee, dated May 8, 
1953, which reviews in detail the features of the Trade Agreements Act. 

Early in 1954, April 6 to be exact, we endorsed President Kisenhower’s message 
to Congress on foreign economic policy, which was based on the Randall Com- 
mission report. We feel as strongly today and heartily support the President’s 
recent message on foreign economic policy. We strongly urge the early adoption 
of legislation that will extend the Trade Agreements Act for the 3 years provided 
for in the legislation. Furthermore, giving the President additional powers to 
reduce tariffs on a moderate basis is highly desirable in view of the fact that most 
of the bargaining powers of the trade agreements program have been exhausted 
and this puts the United States Government in the positicn of being able to 
make further concessions in exchange for similar concessions from other countries 
for the removal of their trade barrier... 

For a number of reasons, well stated by the President and other business 
leaders, it seems more imperative at this time that the Trade Agreements Act be 
extended for 3 years since the well-being of our own country and that of our 
allies can be enhanced greatly by the widest exchange possible of the goods and 
ervices of these nations. 

We respectfully request your consideration of our recommendations and that 
they be included in the record of the hearings in view of the fact that we are 
unable to have a personal witness appear. 

Respectfully submitted. 


Tuos. J. MELLON, President. 








Wortp TRADE Poticy DECLARATION OF THE SAN FRANCISCO CHAMBER OF 
CoMMERCE 


ForEWorRD 


The San Francisco Chamber of Commerce for many years has endeavored to 
provide leadership in creating a sourd international trade policy. Prior to the 
twenties, the Chamber of Commerce initiated legislation which beeame the 
Foreign Trade Zone Law of the United States. In 1930, the program which later 
became the Reciprocal Trade’ Agreements Act of the United States, was suggested 
to the Congress. Regularly the Chamber through its World Trade Committee 
has reviewed national and local legislation, reeommending those meas ures which 
fostered sound two-way trade, and opposing all which tended to restrict the devel- 
opment of foreign commerce. 

In December 1944, following 2 years of study by its World Trade Committee, 
the Chamber issued ‘‘Fcreign Trade Policy Declarations” which just prior to the 
end of World War II set forth the views cf business and financial leaders on many 
subjects facing the Government and business at that time. 

With the advent of a new national administration in 1953, and an increasing 
need for a sound appraisal of trade and other policies, it is hoped that the recom- 
mendations ccntained in this Declaration will help achieve a redirection of the con- 
duct of international commerce within a system of American free enterprise. 

This declaration .f wcrld tiade policy is being distributed to interested United 
States Government departments and agencies, the Chamber of Commerce of the 
United States, local chambers of commerce, trade associations, world trade groups, 
California legislators, Members of the House of Representatives and the Senate, 
the press, 1adio commentators, labor organizations, educators and others including 
foreign gcvernment representatives who may desire them. 

The San Francisco Chamber cf Commerce wishes to express its gratitude to 
nearly three-sco1e members of its World Tiade Committee, the Executive Com- 
mittee and members of the World Trade Associaticn and to others who devoted 
a hours of work and study in perfecting this Declaration of World Trade 

olicy. 

This World Trade Policy Declaration was approved by the Board of Directors 
of the San Francisec Chamber of Commerce at its meeting on April 9, 1953. 


INTRODUCTION 
INTERNATIONAL TRADE POLICY 


The year 1953 may well be one of great decision concerning the foreign economic 
policy of the United States. This policy as it affects world trade, finance, and 
other important matters comprises the keystone of the foreign policy of the United 
States. With the advent of a new administration and the great emphasis placed 
upon current problems such as the imbalance of our trade, the dollar shortage, 
continuing currency difficulties and a trend toward further restrictions to two-way 
trade, the need seems evident for a reexamination of our own policy and objectives 
in order to establish a sound long-range program to promote stability in the 
international relations of this country. 

The position of our country as a great creditor nation is inconsistent with our 
continuing surplus of exports, the dollar shortage abroad and the increasing cost 
to United States taxpayers who through loans and grants have been financing a 
substantial part of our export trade. Many features of the foreign policy of this 
country need substantial study not only to make our foreign and domestic policies 
dovetail, but mainly to assure the free nations that we are anxious and sincere in 
our efforts to join them in following policies of mutual benefit. World trade with 
the related activities of international finance is a two-way street. We cannot 
forever continue to sell abroad if we refuse to buy from abroad; nor is it sound for 
us to continue to give away our products, raw materials, and resources. 

Government and business leaders of this country should take a good look at the 
significance of the United States free enterprise system as it has operated to make 
this country great. Its concept in every form must be applied to all international 
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commercial activities. Specific problems that must be considered are our high 
tariffs, restrictive customs and import regulations, the renewal of the Trade 
Agreements Act on a long-range basis, the repeal of outmoded legislation that is 
operating against our business interests abroad and many discriminating practices 
of foreign governments which limit importations from our country or tend to 
restrict the operations of our Merchant Marine and commercial aircraft. The 
philosophy of protectionism no longer applies to United States industries, except 
only as it affects the security of this country. Furthermore, a long-range program 
that results in increased two-way trade is the best assurance for more products 
for more people at lower prices both at home and abroad. A strengthening of 
the economies of many other countries to overcome their severe dollar problem 
can only be achieved by permitting them reasonable access to the United States 
market. 

Most of the industries in the United States are dependent upon foreign markets 
to a very appreciable extent. Full employment by these industries requires a 
continuing and expanding overseas market for our products, thereby generating 
high purchasing’ power for millions of workers in the United States, enabling 
them to buy the products and services of other industries and producers, both 
domestic and foreign. Furthermore, one hundred sixty million consumers of 
the United States will benefit not alone through a lower cost of living which such 
an economic policy will promote, but through the substitution of a program that 
will stimulate trade rather than pursuing a program of continued aid. Tax 
reductions can be effected, and these tax reductions, in turn, will permit tax- 


payers to devote a larger proportion of their earnings to the purchase of products 
at lower prices. 


WORLD TRADE POLICY DECLARATION OF THE SAN FRANCISCO CHAMBER OF COMMERCE 


1. Value of world trade to the United States and California 


Exports of fifteen billion dollars and imports of twelve billion dollars— 
imbalance creates dollar shortage; dependence on imported strategic raw 
materials key to strong United States defense. Increased imports and 
high value of world trade will improve economic conditions of free nations. 


With exports averaging fifteen billion dollars and imports approximating 
twelve billion a year, the importance to our country of supporting this vast trade 
is quickly apparent. It is said that the livelihood of approximately five million 
workers is dependent upon exports alone. Furthermore, the very existence of 
some of our important industries rests very largely upon imports of oils and 
minerals as well as other raw products such as coffee, fibers, oil-bearing seeds 
and nuts, crude drugs, rubber and countless other materials. Thus, several 
million additional workers are directly dependent upon the handling, transpor- 
tation and processing of imported products and materials. 

Following the late war, substantial grants of American dollars were made to 
other countries to promote industries and place those nations upon a sound eco- 
nomic footing. Now that we deem it advisable to discontinue such dollar grants, 
it is apparent that if we are to maintain a high volume of exports, the only prac- 
ticable substitute for such financing is the importation of the products of those 
revived foreign industries at least to the extent that their products will meet 
legitimate needs or add to the well-being and happiness of our people. 

We must purchase large quantities of raw materials in any event, and therefore 
the additional volume required to counterbalance our exports will not amount to 
more than two percent of our national consumption of goods. We should facilitate 
such importations in the national interest since it would appear that substantial 
purchases of manufactured goods could well be made without injury to any 
important industry. 

Cooperation on the part of the United States in maintaining a high volume ol 
world trade will help to safeguard world peace by providing improved economic 
conditions in strategic countries throughout the world. World peace is essential 
to the welfare of our nation. 
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CALIFORNIA AND WORLD TRADE 


Export trade of great importance to California with large percentages of 
important crops shipped overseas. Manufacturing industries such as 
machinery, chemicals, pharmaceuticals, aircraft and motion pictures 
increasing overseas sales. Cotton crop needs export markets for 50 per 
cent of production; California’s industries feeling dollar shortage and loss 
of foreign markets. 


World trade has been of great importance to the State of California for nearly 
a century, due to the area’s economic isolation. As productive industries devel- 
oped and lacked substantial local markets, it was necessary to find markets 
outside the limits of the state. The share of California production that has been 
exported has far exceeded the national average for many years. Prior to World 
War II, approximately one-half of all the prunes produced in the state were 
shipped overseas, mainly to Europe. Likewise, about twenty per cent of the 
canned fruit produced, twenty per cent of the fresh fruit and about one-fourth 
of petroleum products, were shipped abroad; and the motion picture and aircraft 
industries were dependent upon their exports for approximately one-third of 
their income. 

California’s industrial expansion has continued at an increasing rate since the 
end of World War II with many new branch factories and new industries estab- 
lished in the state, thus further increasing the industrial potential. California 
manufacturers of industrial, mining, refinery and oil well equipment as well as 
the producers of medical and other pharmaceutical products have enjoyed a 
steady increase in their exports during the postwar period. In addition to the 
important export volume of processed food products referred to, California’s 
agricultural economy has an important stake in stable markets overseas. At 
one time practically all the cotton produced in this state was exported, and last 
year more than half of the cotton produced was shipped overseas. Today total 
exports from the state of California exceed one billion dollars a year and with 
the accomplishment of a greater balance in trade and with an improvement in 
the dollar supply abroad these exports can be further increased. 

The shrinkage of foreign markets, the increasing tendency of imposing controls 
and the dollar shortage abroad are acutely felt today in California industry. 
Efforts are being made to regain these markets for California’s agricultural and 
industrial products. Scores of important raw products and foodstuffs produced 
abroad find their way into the economy of California for processing and manu- 
facturing. It has been estimated that every dollar’s worth of imports puts three 
dollars to work in the state in the form of finance, transportation, manufacturing, 
and distribution. 

The volume of foreign manufactured goods entering California is not large, but 
because of the very substantial annual tourist trade, the state should easily 
increase its purchases of handicraft and similar consumer goods from the countries 
in Asia, Europe, and Latin America without any harm to local production. Only 
through increasing such imports may we expect an increase in the purchases of 
California products by the countries selling their goods here. 

A long-range sound foreign trade and financial policy can have greater effect 
on the economy of California than on any other state in the country. A steady 
increase in the trade volume means a sound maritime and shipping industry 
which also may be termed a strategic industry necessary to the security and wel- 
fare of this state and the whole country. Our policies and objectives concerning 
the countries of the Pacific area have significant bearing on the future of Cali- 
fornia’s growth and expansion. 


2. “Trade, not aid’”’ 


Thirty billions in grants in aid must be superseded by increased trade—larger 
imports on our part. Will relieve heavy burden on American taxpayers. 
Provide dollars to other countries to pay for our exports. 

We have given more than thirty billions in post-war aid to friendly nations 
since the end of World War II. These nations—to their everlasting credit—now 
propose that instead of giving them dollars, we remove the restrictions on their 
sales in the United States market. They believe that if such restrictions are 
removed, they would be able to earn the dollars with which they could maintain or 
expand their purchases here. 

A discontinuance of economic aid to foreign countries would relieve our tax- 
payers of one of their major burdens. Reductions in such aid might have been 
made sooner but for the fear that our friends and allies abroad would be unable 
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to do their part in the common defense against foreign aggression. Any loss in our 
government income by reason of reduction in rates of import duties authorized for 
the purpose of encouraging imports will amount to only a fraction of the cost of 
continuing dollar aid which would otherwise be required to enable friendly 
countries to maintain economic stability. The policy identified with the slogan 
‘Trade, Not Aid’’ may enable us to reduce taxes without imperiling the economies 
of allied and friendly nations. Our response to such a common-sense proposal 
will be a measure of our statesmanship. 


3. Buy American legislation 


Discriminates against foreign merchandise by United States Government 
agencies, incompatible with United States foreign policy for freer world 
trade. Should be repealed. 

The Buy American Act is a federal statute which requires United States agencies 
to discriminate against foreign bidders for the sale of merchandise to the United 
States Government unless the domestic cost of the product being bid upon is 
“unreasonable.” By custom the term “unreasonable” has been interpreted 
generally to mean that the American bid must be accepted unless it is twenty- 
five percent over the foreign bid. Since such a differential in price rarely exists, 
the effect of the statute is practically to exclude the foreign producer from this 
market. As the leading champion of freer world trade, such a policy on the part 
of the United States Government is indefensible. Particularly at a time in world 
history when the people of the United States are engaged in a program for the 
rehabilitation and development of the economies of many foreign nations, the 
Buy American Act is a direct contradiction and against the welfare of the United 
States. Furthermore, it is inconsistent with our government’s fiscal and economic 
policies. The Act should be repealed in order that a free market may prevail. 

4. Section 104, Defense Production Act 


Authorizes Secretary of Agriculture to control imports interfering with 
Defense Program. He placed quotas on cheese imports and other agri- 
cultural products. Action violates our trade agreements. Is contrary 
to United States current trade policy; has undermined confidence of 
Western European countries. Retaliation has resulted, increasing trade 
barriers and reducing United States exports. Should be eliminated. 

Section 104 of the Defense Production Act directs the Secretary of Agriculture 
to impose quota restrictions on the import of various products, notably fats, oils, 
and dairy products. This is inconsistent with the provisions of agreements with 
other governments which have been entered into under the Trade Agreement Act, 
and is contrary to the objective of a self-supporting Europe. Since World War II, 
the United States has actively antieaabal in four international meetings called 
for the specific purpose of reducing tariffs and trade barriers. These were held 
at Geneva in 1947, at Annecy in 1949, at Torquay in 1950-51 and again at Geneva 
in 1952. At these meetings, concessions in the form of reduction in excessive 
duty rates were granted to other participating countries. These concessions were 
granted in exchange for the lowering of trade barriers against American exports 
by the different negotiating countries. 

Section 104 of the Defense Production Act as amended is highly objectionable 
on the grounds of principle and is economically unsound. It runs contrary to the 
aim of international trade and works adversely against the foreign-aid program of 
this country. The United States, through its trade-agreements program and 
through its foreign economic and military aid programs, has sought to bring about 
a progressive elimination of economic restricticns and other barriers to interna- 
tional trade. Section 104 was enacted as a rider on the Defense Production Act, 
a subject with which it has little or no relationship, and has had considerable 
effect on the export, as well as the import, trade of the country. It has had an 
adverse effect on countries to which we have given aid for economic development 
with the expressed idea that they would build up their dollar exchange through 
the sale of their products, looking forward toward an early termination of their 
dependence on United States assistance. Such actions have led to retaliation by 
nearly a dozen countries tending to increase trade barriers and further restricting 
the expansion of two-way trade. 

It should be borne in mind that American agriculture depends greatly upon 
foreign markets for the sale of its products. Even some of the products that 
Section 104 aims at protecting have regularly been on an export basis. In 1951, 
the United States sold the world $121,000,000 worth of dairy products, while its 
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imports amounted to only $25,000,000. A quota limitation placed on imports is 
a trade berrier little short of complete embargo. 

The quota system in general and Section 104 of the Defense Production Act in 
particular are contrary to every principle of private business and free enterprise. 


5. Export and Import Licensing and Controls 
Except for defense reasons and keeping strategic goods from U. 8. 8. R. and 
satellites, all licensing and price controls should be removed and all do- 
mestically decontrolled items should be decontrolled for export. 
Unnecessary import barriers: should be removed to permit increased 
imports into the United States. 


Export and import licensing and price control procedures act as deterrents to 
world trade. We reaffirm our formal resolution of 1944 that international 
marketi..g should be interfered with by governmental licensing and other controls 
only to the extent that national well-being and security in the present conflict 
with the Soviet Union and its satellites make this essential. 

Export controls should be limited to articles or commodities (a) which the 
appropriate governmental authority specifically determines may be otherwise 
diverted to this country’s enemies and be useful to them in the cold or hot war, 
(b) which are in critical short supply for our own use or by our allies and (¢) such 
other commodities as are efficiently controlled by mutual agreement with our 
allies. The present availability of most of these materials is such that export 
controls are no longer necessary to protect our supply against excessive foreign 
demand or against inflationary prices arising from such demand. 

All export price controls should be removed immediately on products which 
have been decontrolled domestically, and all other export price controls should be 
removed unless it can definitely and affirmatively be proved in each specific 
instance that the national well-being or security will otherwise be impaired. 

Increased imports are desirable in order that our trade imbalance may be 
corrected without continuing a government loan or grant program, that our 
people may be enabled to acquire their needs as inexpensively and effectively 
as world production permits, and in order to maintain and increase our export 
trade. To these ends, all import controls of every nature should be progressively 
eliminated except for such commodities or services as (a) are deleterious to the 
health, morals, or security of the people of the United States (b) will interfere with 
domestic enterprise that are important from the military or defense viewpoint, 
or (c) in each specific case where it can be shown it is in the general public interest 
to favor production in this country. Where import controls are in the public 
interest, quota limitations such as Section 104 of the Defense Production Act 
should be avoided as use of them by the United States makes it difficult or im- 
possible for us to criticize quota restrictions by other nations against American 
products. Sanitary restrictions should be utilized only where necessary to carry 
out their true purposes and not be established or administered for the purpose of 
protecting favored American industries. 

As export and import controls and export and import price controls are dis- 
continued, public notice should be given that all requirements for further filings 
and recordkeeping should be discontinued. 


6. Conservation, development, and stockpiling of strategic materials 


Conservation, development, and stockpiling of strategic and critical materials 
essential for United States security. Procurement and release of stock- 
piles should be orderly and through regular trade channels. 


In order to conserve our resources of minerals and other raw materials, and 
to assure an adequate and increasing supply of those materials we lack, the 
United States must look more and more to other lands. It is in the general 
interest of the less developed nations that they shall be able to expand their 
exports of materials or derivatives therefrom. Whenever American reserves 
need to be conserved, American mining, lumber, and other raw material pro- 
ducing companies should be given every aid, tax incentive, and faeility that 
may be available to encourage and assist them to expand their operations abroad 
so as to utilize their equipment, personnel, capital, and technical know-how in 
developing foreign raw-material resources. Our government should use its best 
negotiating efforts to secure removal of the economic, political, and financial 
barriers which prevent the advantageous interchange of these raw materials in 
the markets of the world and free participation of American private enterprise 
and American equipment in development and export of these raw materials 
from foreign areas on the same basis as that which is open to nationals of these 
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areas (or of the controlling European power in the case of dependent overseas 
territories). 

We favor the stockpiling of strategic and critical materials that are essential for 
military security and necessary civilian requirements: (a) which must be pur- 
chased abroad because the United States does not produce enough, or (b) for 
which production centers or transportation lines are militarily vulnerable. 

Since prices of raw materials react sharply to small changes in demand, acquisi- 
tion should be conducted in a coordinated, prudent and orderly manner so as to 
avoid violent fluctuations in demand with consequent disastrous economic and 
political effects on countries specializing in the production of such products. We, 
therefore, favor the provision of adequate funds at all times to permit orderly 
purchases commensurate with possible emergency needs. 

Since confidence of the business public that there will not be sudden releases of 
large quantities of stockpiled commodities is essential to market stability and 
expanding materials production, no withdrawals from stockpiles, other than those 
necessary for routine operations, or to conform to fundamental changes in stock- 
piling needs, should be authorized except in a declared emergency when the 
national security clearly and emphatically requires release of a particular material. 

Insofar as is practicable, stockpiled purchases should be acquired through 
regular commercial channels; and where stockpiled commodities of a perishable or 
semiperishable nature are released from time to time in order to provide for 
replacement, such stocks should be distributed through the regular channels of 
trade and handled in such a manner as not to disturb the orderly marketing of 
similar goods in private hands. 


7. Governments in business 


During wartime many government agencies established, took over certain 
private business. Should be discontinued. Governments should estab- 
lish sound policies under which private enterprise can function. Oppose 
formation new agencies. 


During the war and postwar years, the tendency for governments to establish 
commissions, agencies and bureaus to engage in business was great. We recog- 
nize that this was often necessary in terms of military expediency. However, in 
peacetime, such operations should be strongly discouraged. 

The argument in favor of American competitive enterprise at home finds equal 
application in international commerce. 

The functions of government should be limited to establishing sound practical 
policies under which private enterprise may operate in international trade. Trad- 
ing, selling and purchasing are the functions of private business and should be 
fostered by proper government policies both in the United States and in other 
countries. 

We are opposed to any new government activities which would infringe upon 
the traditional operations of exporters and importers. 


8. Foreign aid and technical assistance 


Our foreign aid program should be revised toward tapering off to relieve tax 
burden. Military aid and technical assistance to be continued where 
needed. Tariff and custom reforms permitting larger imports should 
replace aid programs. Technical assistance program should replace foreign 
aid; activities placed under one head and coordinated with United Nations. 
Government assistance should be limited to public service fields and 
private to industrial. Loeal capital and skills should be developed. 


In order that there may be an orderly return of normal world economic stability, 
a radical revision of our program of help to other nations is urgently necessary. 
The time has come to begin tapering off foreign aid with a view to ending it alto- 
gether. The reasons are: (a) the economies of beneficiary countries have, through 
this aid, been restored to prewar levels or better; (b) an indefinite continuance of 
outright grants in aid tends to defer a return of self-reliance and self-respect to the 
beneficiary nations; (c) American taxpayers who have extended over 30 billion 
dollars in postwar foreign aid should now be relieved of this burden. (The latter 
applies only to economic and not to military aid or technical assistance, which 
should be continued as long as the need is apparent.) 

Outright grants in aid should be superseded by (a) a revision of tariffs in order 
to allow for an increase’ of imports on a fair competitive basis; (b) a complete 
revision and simplification of customs procedures; (c) the instituting of a program 
of public education to bring about the awareness of the American people to the 
importance of reciprocal trade and the necessity of buying from abroad if we would 
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maintain our foreign markets; (d) financing of worthwhile and deserving projects 
abroad by means of loans through banking channels with a regularly scheduled 
repayment program. 

As the aid program is abolished, sound and adequate technical assistance pro- 
grams should be furthered. All overseas activities in this field should be coordi- 
nated under one head and the large numbers of supervisory personnel reduced to 
insure businesslike operations and to avoid duplication and waste. Technical 
assistance from the government level should be confined to areas of public health, 
education, sanitation, and agricultural techniques. Provision of capital and 
assistance for industrial development should be the function of private enterprise. 
In both fields emphasis should be placed on developing local skills and capital. 
Our government’s program for technical assistance should be coordinated with 
that of the United Nations. 


9. Currency convertibility 


Curreney convertibility requires sound credit and fiscal policies and other 
measures to assure the most efficient use of each country’s resources. The 
United States and British commonwealth should take re quisite steps to 
bring about worldwide convertibility at high levels of production and em- 
ployment. Our contribution should be tariff and customs reforms and 
other actions. Other governments should be encouraged to take similar 
appropriate actions. 

Curreney convertibility means a free conversion of the currency of one country 
into that of another. 

If convertibility is to be achieved it will be accomplished through a combina- 
tion of effective measures by the United States and countries having dollar deficits. 
Some of the steps leading to the proper economic climate permitting the gradual 
application of convertibility are: 

1. Sound eredit and fiscal policies on the part of all countries; 

2. The establishment of exchange rates that can be maintained within the 
framework of economic stability at high levels of output and employment; 

3. Flexible production patterns permitting the reallocation of resources in 
response to world supply and demand conditions. 

The above refer to general policies that should be followed by all countries if 
convertibility is to be achieved. There are specific contributions that might be 
made by this country. Some of these are: 

1. Renewal of the Reciprocal Trade Agreements Act; 

2. Simplification of customs regulations; 

3. A revision of our present tariff law tending toward lower tariffs; 

4. Repeal of the ‘Buy American’’ legislation; 

5. Stimulation of tourist travel; 

6. Encouragement of American investments. Our Government should en- 
courage foreign countries to adopt legislation favorable to the safety of such funds 
and should free American investors of the disadvantages of double taxation. 

7. Abolishment of commodity export subsidies tending to favor the United 
States in world competition. 

Other governments should be encouraged to take appropriate action with the 
view of achieving these mutually desirable objectives. 


10. Gold and monetary policy 


Stable domestic and world economies necessary for United States dollar on 
convertible gold basis. President should appoint a commission to make 
appropriate recommendations. 


We favor a sound domestic economy and exertion of our influence for a world 
economy of such stability as will permit the ultimate placing of our United States 
dollar currency on a fully convertible gold basis. 

A change in the price of gold in terms of the United States dollar as a monetary 
measure raises many questions as to possible effects on the economy of the United 
States, international trade and confidence in the dollar and its relation to other 
world currencies. 

We recommend that the President appoint a commission of recognized author- 
ities representing all interests concerned to undertake a study of all questions 
involved and make a complete report including recommendations that would lead 
toward the attainment of these objectives. 
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11. Taxation 


Taxation on foreign earnings operates as deterrent to overseas business. 
Foreign investments should be recoverable at accelerated rate prior to 
imposition of United States income tax. Serve as incentive to additional 
private investments. Western Hemisphere corporations tax conversion 
should be accorded to firms doing business in all countries. 


Taxation of American income on foreign earnings has been a major problem for 
many years and present United States policies operate more as a deterrent to 
doing business abroad than as an incentive. Since foreign investments involve 
more risk, including expropriation and inconvertibility of income due to exchange 
controls, than domestic investment, we recommend that corporations be permitted 
to recover their foreign investment at an accelerated rate prior to the imposition 
of United States income tax. This can be done by permitting an allowance equal 
to a maximum of 20% of capital investment each year against net income remitted 
in United States currency. This would give greater incentive to additional 
private investment abroad to replace aid programs. 

Furthermore, foreign earnings that are not remitted to this country because they 
are used to expand operations overseas, or which are retained in a foreign branch 
to insure continued operations, should not be subjected to United States tax until 
remitted to this country. 

Another United States tax concession applying to firms or individuals doing 
business in foreign countries merits consideration. Under the present United 
States tax laws, taxes paid to foreign countries by United States firms are de- 
ductible in this country, but in case the foreign country concerned has a higher 
tax rate than the United States tax rate, the deduction may not exceed said 
United States tax rate. We recommend that where corporations do business in 
several foreign countries, the tax deduction be computed by adding the taxes paid 
in the higher tax bracket countries to the taxes paid in the lower tax bracket 
countries and assessing the United States tax deduction on the global amount of 
the foreign taxes paid. 

Moreover, our taxation should provide for a tax concession to firms and indi- 
viduals doing business in any or all foreign countries on the same basis as now 
accorded to firms and individuals doing business within the Western Hemi- 
sphere, but outside the United States, under the style of Western Hemisphere 
trade corporations. At present, the latter enjoy a tax reduction of some 27% on 
their income. 

The same tax privilege should be accorded to firms doing business in any of the 
other countries throughout the world. The loss of these tax revenues would be 
more than compensated for by reductions in aid programs. 

These objectives should be achieved by revisions in our revenue code as well as 
in the areas of bilateral and multilateral tax treaties with the nations of 
the world. 


12. Investments abroad 


Global developments place United States in position of leadership as foremost 
creditor nation. Aid programs implemented by sustained program of 
financial assistance to raise living standards, should now taper off. We 
should encourage private investments abroad on basis compatible with 
safety of principal and earnings. Suspicions of imperialism and colonialism 
can be eliminated by inviting native participation. Also spearheaded by 
long-term investment policy for Smeent overseas resources. Safe- 
guards to be administered by existing financial institutions. Concerted 

rograms will accomplish higher productivity, international stability and 
igher standard of living. 

The rapid elimination of space through the unprecedented global development 
of modern communication and transportation systems has brought into focus the 
leadership of the United States as the foremost creditor nation of the world. 

Great efforts have been made by this country in the postwar years to imple- 
ment our direct grants to many of the free nations by a sustained financial pro- 
gram of assistance to the underdeveloped countries in an aim to raise their 
standard of living. To the extend that these multilateral financial actions and 
industrial know-how on our part have borne fruit, direct financial aid should 
be allowed to taper off. 

We advocate that in its place the United States Government encourage private 
investments abroad on a basis compatible with relative safety of the principal 
and prospects of reasonable earnings. With the sincere desire to stamp out all 
suspicion of imperialism or colonialism on the part of our friends abroad, we 
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should invite native financial participation in this investment program wherever 
possible. Furthermore, it should be spearheaded by a constructive long-term 
investment policy sponsored by the United States Government for the develop- 
ment of the resources of our neighbors and overseas friends. To insure adequate 
safeguards, these loans should be instituted and administered by such agencies 
as the World Bank for Reconstruction, the Export-Import Bank, and the Inter- 
national Monetary Fund. 

The rhythm of these concerted investment programs should greatly enhance the 
productivity of our partners throughout the free world and contribute materially 
to the restoration of international stability, bulwarked by an appropriate high 
standard of living shared in by all. 


13. Trade barriers 


Efforts should be made toward removal of tariff, customs, quota, exchange 
and other restrictions on imports by all countries. Discrimination against 
American products and services in foreign markets can seriously affect 
future of country’s economy. 


The attainment of a better understanding between the peoples of the free world, 
the raising of living standards in the less advanced countries and the well-being 
of all peoples can well be served by the removal of barriers to the free flow of trade. 

The United States, as today’s great creditor nation and in keeping with its 
present-day role of leadership in international affairs, should set an example to 
other nations by assuming the initiative and leadership in seeking a realization 
of this goal. 

It is recommended that our government, in turn negotiate with the govern- 
ments of all other free nations for the mutual elimination of quotas, exchange 
controls and other restrictions which hinder the free flow of trade, or which are 
so drawn or administered as to be discriminatory toward the products or services 
of the United States or any other country of the free world. 

As an initial step, an early further reduction in our import tariffs should be 
undertaken with particular emphasis on those commodities on which unrealisti- 
cally high rates of duty still exist. 

It is further recommended that our government give earnest consideration to 
the early elimination of processing taxes and other excise taxes which, in actual 
practice, become additional tariffs that create new trade barriers. 

Such a program will benefit our nation by affording other friendly nations the 
means of earning for themselves—rather than receiving loans and grants—the 
dollars necessary for the maintenance and furthering of their trade with us and 
for their continued and increased purchases from our export industries. 

Ready access to our markets is essential to the economy of other free nations. 
Ready access to the markets of those nations is essential to the expanded pro- 
ductive capacity of our own industry and agriculture. 


14. Reciprocal Trade Agreements Act and GATT 


Refers to 1932 tariff policy statement. Act has had beneficial effects on 
trade and our relations. Benefits well adapted to replace foreign aid. 
Act should be made permanent. Will add stability, continuity, and 
permanence to our economic policy. Escape and peril point amendments 
should be studied and revised to permit effective and prompt administration 
of Reciprocal Trade Agreements Act. GATT Agreements necessary to 
earry out multilateral negotiations to accomplish further tariff reductions 
and removal of trade barriers. 

The San Francisco Chamber of Commerce enunciated its tariff policy on Feb- 
ruary 4, 1932, calling upon the Congress for machinery for reciprocal concessions 
in tariff rates in the interest of the revival and upbuilding of our foreign com- 
merce. We commend the Congress for continuing the Trade Agreements Act, 
passed in 1934, and renewed from time to time since. 

No other instrument has had the beneficial effect on foreign trade and relations 
between the United States and friendly foreign countries since the Program first 
became operative in 1934. This is proved by the fact that Congress has extended 
the Act from time to time, and in each instance all phases of its provisions were 
carefully considered by the National Congress and business. The benefits of 
this Act are particularly well adapted to the 1953 Foreign Policy of the United 
States to replace foreign aid by foreign trade and to strengthen the peoples in the 
free world. Because of the proven success and benefits under the Reciprocal 
Trade Agreements Act and its adaptability to current world conditions, we now 
urge that Congress renew the Act in its present form as permanent law, Such 
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orien will add needed stability, continuity, and permanence to our economic 
policy. 

We feel the escape clause and the peril-point amendments to the Act in 1951 
are cumbersome, and studies should be undertaken for their early revision to 
accomplish effective and prompt administration of the Trade Agreements Act. 

The first multilateral conference for the reduction of tariff barriers in which 
the United States participeted was held at Geneva in 1947 and the General 
Agreement on Tariffs and Trade (GATT) was drawn up to incorporate and pro- 
tect the reductions and bindings (or concessions) in the tariff rates. At this 
and two subsequent meetings at Annecy in 1949 and Torquay in 1950-1951, the 
United States concluded trade agreement negotiations with thirty-four netions 
which account for four-fifths of the world’s trade. The General Agreement on 
Tariffs and Trade (GATT) includes a set of general provisions relating to the 
conduct of international trade, as well as the schedules of tariff concessions. 
GATT has accomplished the desired results in securing a multilateral reduction 
in tariffs and elimination of trade berriers, which are promoting a freer flow of 
international trade among the leading nations of the world. Furthermore, 
GATT has provided a forum for settlement of trade disputes arising from breaches 
of the GATT rules of fair trading. United States support of and adherence to 
GATT should be continued. 

The San Francisco Chamber of Commerce reaffirms its policy enunciated in 
1932, and recommends renewel of the Trade Agreements Act in its present form 
or not less than four years and preferably without an expiration date. 


15. Customs simplification 


Revision of administrative provisions of tariff act will eliminate delays, ex- 
pense, and red tape in entry and cleerance of imports. Import trade will 
be facilitated and larger volume encouraged. Names sections to be re- 
vised, will facilitate clearance vessels. Prompt bearings sheuld be held 
when new legislation is intreduced. New legislation needed to eliminate 
other inequities and bring up to date other procedures. Tariff law to be 
amended to clarify and consolidate present tariff clas.ificaticns. United 
States ccnsular invoice should be eliminated. Expanded trade will result. 


The San Francisco Chamber of Commecce strongly recommends simplification 
of the Customs Administrative Laws and administrative laws of other depart- 
ments and bureaus affecting imports and shipping. 

The revision of these administrative, provisions of the tariff act will have the 
eftect of eliminating delays, expense and red tape in the entrance and clearance of 
impcrts inte the United States. 

The American eccnomy is capable ef absorbing increasing quantities of imports, 
both 1aw and manufactured products, without affecting seriously any segment of 
the productive capacity of the ccuntry. The increase of imports to the extent of 
a few billion dollars a year is the surest and soundest method of placing dollars in 
the bands of foreign countries to provide the wheiewitbal with which to pay for 
our exports. The enactment of new legislation brirging the administrative pro- 
visions of the Tariff up te date, and to meet present day conditions and policies 
would aieatly facilitate and encourage our import trade. 

Revisions of the Administrative Provisions of the Tariff Act of 1930 (as 
amended) covering Valuation for Duty Purposes, Time Limit of Appraisement, 
Conversion of Foreign Currencies, Dumping Duties, Penalty Duties, Special 
Marking Requirements, Countervailing Duties, Unnecessary Regulation of Car- 
riers, Discriminatory Taxes, Time Limits for Appraisement and Classification, 
and many other administrative laws and the regulations thereunder are long 
overdue. They are indirect barriers to the free flow of imports. 

The revision of burdensome and complicated administrative provisions of the 
Tariff Act of 1930 (with amendments) to provide an effective and up-to-date 
basis for the entry of merchandise and vessels transporting same is highly de- 
sirable and also long overdue. A Customs Simplification Bill has been introduced 
in the present Congress. It is on the President’s eleven-point program. 

The San Francisco Chamber of Commerce urges prompt hearings by Congress 
of the Customs Simplification Act, and the early enactment of this important 
legislation. 

The Chamber recommends the introduction and passage of additional legisla- 
tion (1) to eliminate inequities which add to the difficulties of enforcement of 
Customs laws, and (2) to review and revise laws relating to imported merchandise 
and the carriers, transporting such imports into the United States. The present 
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laws have been in force for many years and should be reviewed and revised to 
bring them up to date with present world conditions. 

As a further immediate step, we advocate the clarification of our present tariff 
classifications with a view toward the elimination of all conflicting, dual, ambigu- 
ous and complex classifications. Furthermore, the actual number of tariff classi- 
fications should be reduced by consolidations. 

Efforts have been made for years by many countries to secure simplification and 
standardization of documents on import and export shipments. Slow progress 
has been made. Our government should actively make further efforts. At this 
time we can lead the way by imcorporating in the Customs Simplification Act a 
provision to eliminate the United States Consular Invoices. It is a duplicate of 
the commercial invoice and its elimination would reduce heavy expenses to the 
government and importers and avoid delays when documents are late in arriving. 


16. Merchant marine policy 


Support national policy statement in Merchant Marine Act of 1936. Ship- 
building and operating parity payments are necessary to maintain strong 
adequate merchant marine. Aid cargoes should be divided equally be- 
tween American and Merchant fleets of other nations. Our Government 
take prompt and effective action to prevent acts of discrimination by other 
nations against United States vessels and aircraft. Routing of cargoes 
and passengers and shipbuilding, repairs, and other marine operations 
should use private services except where security of the United States 
requires use of Military Sea Transportation Service. Coastwise and inter- 
coastal services should be rehabilitated. Take such other action by Indus- 
try, Labor, and Government to insure adequate Merchant Marine. Facili- 
tate international travel. 


We favor and support the following declaration of national policy respecting 
our Merchant Marine, as set forth in the Merchant Marine Act of 1936: 

“It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a Merchant Marine, (a) suffi- 
cient to carry its domestic water-borne commerce and a substantial portion of the 
water-borne export and import foreign commerce of the United States and to 
provide shipping service on all routes essential for maintaining the flow of such 
domestic and foreign water-borne commerce at all times, (b) capable of serving as 
a naval and military auxiliary in time of war or national emergency, (¢) owned and 
operated under the United States flag by citizens of the United States insofar as 
may be practicable, and (d) composed of the best equipped, safest, and most 
suitable types of vessels, constructed in the United States and manned with a 
traired and efficient citizen personnel. It is hereby declared to be the policy of 
the United States to foster the development and encouraze the maintenance of 
such a Merchant Marine.” 

In keeping with this Merchant Marine Policy of the United States, the Chamber 
urges: 

‘A—_The continuation of such shipbuilding and ship operating parity payments 
authorized by the Act as are deemed necessary to maintain a strong and 
active American Merchant Marine capable of carrying one-half of the 
water-borne foreign commerce of the United States. Such payments 
should be limited to a degree necessary to place the American Merchant 
Marine on a parity with merchant fleets of other nations, and should not 
result in an advantage over such foreign fleets in the items included in the 
parity program. 

B—The retention in all foreign aid and similar Acts of the provision designed 
to divide the routing of aid cargoes equally between the American Merchant 
Marine and merchant fleets of nations receiving the aid cargoes. 
C—Prompt and effective action by the United States Department of State 
to prevent acts of discrimination by other nations against merchant vessels 
or commercial aircraft of the United States. Similarly, all Departments 
of the United States Government whose functions touch upon our foreign 
commerce are urged to give equal treatment to all merchant ships and 
commercial aircraft of all flags, except in those cases where other action is 
dictated by developments in the international relations of the United States 
and is authorized by the Department of State; or where such other action 
is the result of discrimination against United States vessels or aircraft 
and is for the purpose of correcting such discriminations. 

D—The routing of all cargoes and passengers under control of the Department 
of Defense and other Departments via privately owned merchant vessels; 
and the handling of all government shipbuilding, marine repair, purchases, 
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and tug and barge operations in private facilities, except where such routing 
or handling would affect adversely the security of the United States. To 
this end, a revaluation should be made at the highest government level of 
the present size and operations of the Military Sea Transportation Service 
of the Department of Defense, with the objective of limiting the activities 
of that Service to the degree required for the security of the United States. 

E—Prompt and effective action by the Federal Maritime Administration and 
the Interstate Commerce Commission to rehabilitate the domesti ccoastwise 
and intercoastal steannship services, and to encourage their development 
along with other modes of transportation, according to the inherent ad- 
vantages of each, as provided for in the National Transportation Policy. 
The coastwise and intercoastal steamship services of the United States, 
though basically serving domestic commerce, contribute vitally to the wel- 
fare of foreign commerce. Vessels in these trades provide our only water 
transport to Alaska, Hawaii and Puerto Rico, and serve Caribbean ports 
from the United States. Further, the vessels in these trades bring con- 
merce to United States ports providing one-fourth to one-third of total port 
revenues. ‘These revenues make possible the modern port facilities of the 
United States so essential to our commerce and defense. 

F—Such other action necessary by industry, labor, and government, deemed 
necessary to insure than an adequate American Merchant Marine will con- 
tinue to be available to serve the foreign commerce of the United States, 
capable of handling one-half of our foreign commerce, and to act as an 
effective stabilizing force in international transport. 

G—Such action as necessary relating to visa requirements, fees, taxes, and other 
regulations of our Government and those of other nations in order to ease to 
the greatest extent possible international travel among the nations of the 
world. 


17. Marine insurance 


Recent foreign government actions have made it difficult to secure adequate 
insurance protection in acceptable currencies. Our Government should 
secure elimination discriminatory practices and obtain clause in treaties 
to secure equality of treatment to remove these impediments to flow of 
international trade. 


In recent years many foreign governments, by exchange regulations, by restric- 
tive laws, and by the action of governmental purchasing agencies and quasi- 
governmental corporations have required marine insurance on shipments to or 
from these countries to be placed in their own market. As a result, American 
importers and exporters frequently find it difficult, if not impossible, to arrange 
adequate insurance for their own protection and in an acceptable currency. 
The cumulative effect of these restrictions is to impede seriously the flow of 
international trade. 

We urge therefore, that our government continue to press for the cessation of 
discriminatory practices in the field of marine transport insurance, and renew 
endeavors to obtain a clause in international trade treaties whereby neither nation 
shall impose any measure of a discriminatory nature, preventing or hindering the 
importer or exporter of products of either nation from obtaining marine insurance 
on such products in companies of either nation. 


18. Far East 


. 

Far East area of vital importance to California and nation as a whole. United 
States policies in Far East appear realistic and this area should be treated 
with same force and interest as any other area. Basic problem in Asia is 
food. Technical assistance programs should be toward food production, 
industrialization in support of good production and indigenous raw material 
resources. We should encourage ECAFE continue good work especially 
in trade promotion of handicraft articles. Our excessively high tariffs 
on these articles should be reduced to permit greater sales in United States 
market to earn additional dollars. 


The area of the world generally known as the Far East, or the Asiatic countries, 
includes all of those from Japan to southeast Asia and India and Pakistan. This 
important area of the world is of vital importance to California industry, finance 
and commerce, as well as to the country as a whole. United States Government 
policies relating to the Far East appear to be realistic and we should view condi- 
tions in this area with force and interest equal to that of any other area. 
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Asia contains one-half the population of the world but only one-third of the 
world’s arable land. Therefore, it is considered that the basic problem of this 
area is the production of food. We should develop a strong technical assistance 
program, primarily directed toward: (1) food production; (2) industrailization in 
support of food production; and (3) industrialization based on indigenous raw 
materials resources. 

We should recognize the desires of the Oriental countries for industrialization 
and economic stability and adapt our commercial and political policies to meet 
the situation. We should assist in any way practicable in the types of industrial- 
ization that best fit the needs and resources of these countries. For this reason, 
our technical assistance program, as it is related to food production and to the 
encouragement of industrialization that are based on indigenous raw materials or 
other specific resources of the country, should be emphasized. 

We should encourage the further development and activities of the ECAFE 
(Economic Commission for Asia and the Far East), which has made good progress 
during the past two years. We should encourage trade between the countries of 
Asia insofar as they complement each other. Furthermore, resulting from pro- 
grams on trade promotion coming out of ECAFE conferences, we should sediees 
our prohibitive tariffs on handicraft articles produced in many of the Far Eastern 
countries. These include fine textiles, embroideries, objects of art and similar 
products which could enjoy a good market in the United States and increased 
sales of these would provide additional dollars to those countries. 


19. World trade promotion and public education 


World trade promotion program should be expanded. Year-round public 
education program should be initiated to secure greatest participation by 
local business in world trade expansion. Continue support of National 
World Trade Week, Foreign Traae Zone, World Trade Center and the 
San Francisco School of World Business. World trade information and 
promotion activities of Bureau of Foreign and Domestic Commerce should 
be restored, control over foreign service officers on commercial work given 
to Commerce Department and trade conferences planned for such officers 
with local business men when they return to United States. 


The objectives of the world trade activities of the San Francisco Chamber of 
Commerce are to promote the two-way trade of the Port of San Francisco and to 
make known throughout the world the shipping and trade services and facilities 
available here. This trade promotion program should be continued and expanded. 
It should include specific services of every type to San Francisco importers and 
exporters; and trade development trips to various areas of the world. 

An important part of such activities shatl include a general program of public 
education through associations, clubs, public schools, libraries, and other institu- 
tions, to increase general understanding of the importance of two-way world trade 
to the community. The program of the World Trade Association in the public 
education field, should be continued. To this end, continued support should 
be given to the annual observance of national World Trade Week, to San Fran- 
cisco’s Foreign Trade Zone No. 3, to the World Trade Center now under con- 
struction and to the San Francisco School of World Business. 

We note with satisfaction the increasing cooperation between educational 
institutions and business firms and organizations in the training and placement of 
personnel for international commercial activities exemplified in the suecessful 
progress being made by the San Francisco School of World Business. 

In view of existing world conditions, it is probable some export and related con- 
trols over foreign trade will continue for some time to be an essential and effective 
means for implementing sound national policies. It is felt, however, that the 
Bureau of Foreign and Domestic Commerce’s activities—now largely regulatory — 
should be reappraised in the light of both current conditions in world trade and 
current philosophies of government, to make certain that the emphasis given to 
control activities is in proper relation to that given to those services to businessmen 
which, historically, were the primary function of the Bureau. 


Today’s conditions make it essential that those engaged in world trade have 
current and comprehensive data, in usable form, on those factors and develop- 
ments that have a bearing on their activities. It is felt that an increase in this 
tyRe of service by the Bureau would be beneficial. 

Ve urge that officials of our government give greater consideration to the 
selection of foreign service officers to carry out the commercial work overseas 
with the proper economic training and preferably with business experience—in 
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order that this phase of our overseas work be made as effective as possible. The 
selection, training and activities of these officers should be under the direction of 
the Department of Commerce. 

It is felt also that the Bureau should develop a program through which business- 
men could meet with foreign service officers of the Bureau when they return to 
this country. These officials would have much valuable information accumulated 
at their posts which would be very helpful in getting a complete and current 
picture of trade prospects in the areas involved. Possibly a program of periodic 
trade conferences at the bureau’s field offices would serve such purposes. 


San Francisco CHAMBER OF COMMERCE, 


May 8, 1953. 
Hon. Danret A. REED, 


Chairman, Ways and Means Committee, 
The House of Representatives, Washington 25, D. C. 


My Dear Mr. Reep: We have just learned that your committee has commenced 
hearings on the renewal of the Reciprocal-Trade Agreements Act. We wish to 
take this opportunity to make our views known to your committee. The world 
trade association of this chamber of commerce concurs in the views expressed 
herein. 

The subject of reciprocity in trade originated in this chamber of commerce in 
1932. Since that time we have consistently supported a liberal trade policy and a 
continuation of the reciprocal trade agreements program as we have felt that this 
is a proper procedure to secure the reduction of excessive tariffs and help in the 
removal of trade barriers including quotas, exchange and other controls. We are 
confident that the reciprocal trade agreements program has achieved these objec- 
tives and must be maintained on as liberal a basis as possible. 

Since January 1. the chamber’s world trade committee and world trade associa- 
tion have given extensive study to a revision of our chamber’s policy statement of 
1944 and this revision has just been completed and approved by our directors. 
In its present mimeographed form the document is too lengthy to submit to your 
committee for its consideration, but we are attaching a summary of the various 
subjects covered in our current declaration as compared with that issued in 1944. 

We have taken from our current declaration the full statement with regard to 
reciprocal trade agreements and the General Agreement on Tariffs and Trade. 
In this statement it will be observed that we recommend a continuation of the 
trade agreements program for at least a 4-vear period, preferably without expira- 
tion date and in its present form. We feel this is necessary in order to maintain 
a continuity in our international trade policy to assure the European countries 
in partieular that our trade policy is long range and not subject to short-term 
changes motivated perhaps by political expediency which result in lack of con- 
fidence on their part. 

We are aware that President Eisenhower has requested an extension of the Trade 
Agreements Act in its present form for 1 vear to permit full and complete study 
of all phases of the program, its objectives and operations. We are in accord with 
the President’s desire. 

We also recommend that the escape-clause and peril-point provisions, which 
have been operating as a means of curtailing prompt action under the trade 
agreements policy, be reviewed with a view to simplifying procedures and the 
avoidance of delays in administration of the act. This will be accomplished in 
the study proposed. 

Present legislation before you appears to add additional amendments which 
in effect may make the trade agreements program less effective. Without going 
into detail on these we urge that your committee endeavor to keep in mind the 
efficient administration of the act and the reaction abroad to additional amend- 
ments that may make the principle of reciprocity ineffective and the administra- 
tion of the act more cumbersome. 

Many proposed revisions require mandatory actions on the part of the President, 
thus limiting the freedom of the executive branch to act in matters which have 
an overall bearing or influence on our foreign policy asa whole. It appears these 
new restrictive amendments are designed to defeat the purpose of the Reciprocal 
Trade Agreements Act. The President has already expressed his opposition to 
the several mandatory provisions. The provision to establish quotas on imports 
of petroleum appears unnecessary especially on the Pacific coast where current 
production and stocks of crude are at. a minimum and such imports have been 
necessary for sometime. Furthermore, such restrictions of imports may seriously 
affect the economies of such countries as Venezuela and Indonesia by restricting 
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their ability to earn dollars needed to pay for essential equipment and supplies 
purchased in the United States. 

Attached please find editorial and cartoons on this subject, which appeared in 
the San Francisco News (Scripps-Howard) of April 29 and 30, and an editorial 
from the San Francisco Chronicle, which we would like to have made a part of 
the record. 

We shall appreciate your consideration and that of the committee regarding 
these recommendations. 

Very truly yours, 
J. W. Mariurarp, III, President. 





NORTHWEST WorRLD TRADE CLUB 
{Copy of January 19, 1955, telegram] 


CLERK, COMMITTEE ON Ways AND MEANS, 
New House Office Building, Washington 25, D. C.: 

We wish to file the statement below as representative of the views of the 
membership of the Northwest World Trade Club of Minneapolis on H. R. 1. 

The Northwest World Trade Club of Minneapolis with a membership of about 
200 and representative of the exporting and importing firms of this area is on 
record as overwhelmingly in favor of passage of H. R. 1, Cooper bill, which em- 
bodies the proposals to extend and enlarge the trade agreement authority of the 
President, as outlined in his January 10 message to Congress. 

We are convinced that H. R. 1, is thoroughly in the interest of the United 
States and that it will help to maintain and promote a high level of two-way trade. 

It is axiomatic that we must buy if we are to sell. Export selling is important 
to jobs and business in Minnesota as well as other States. This fact is well illus- 
trated by a University of Minnesota, School of Business, survey study published 
November 1953, subject; Minnesota Manufacturers Export to the World. The 
following information is from that report. 

“Nearly 250 Minnesota firms reported exports in 1952. Exporting was not 
restricted to the large firms. Approximately 55 percent of the reporting firms in 
the Twin Cities and the rest of the State have fewer than 50 emplovees. a eet 
percent of the exporting firms have fewer than 8 employees. One-fourth of the 
Twin Cities firms and 16 percent of the firms in the rest of the State have more 
than 250 employees each.”’ 

“Manufactured exports reported in the survey exceeded $42 million. Food 
products constituted nearly 40 percent of the State’s reported exp rts. The 
second largest group, none jectrical mac hinery constituted 26 percent.’ 

“The above-cited survey does not purport to be all-inclusive. Not all Minne- 
sota firms reported. It is apparent, however, that almost every industry in the 
State does some exporting. 

‘‘The cited survey covers exports of manufactured products alone. If farm 
products were included, Minnesota exports would bulk much larger. However, 
the pressing importance of export markets for Minnesota corn, oats, wheat, 
soybeans, flaxseed, barley, hogs, dairy products, and eggs is plainly evident.” 


Artuur L. Capreux, Secretary. 





STATEMENT OF VIEWS OF THE AMERICAN CHAMBER OF COMMERCE FOR TRADE 
Wir Ivraty, Inc. 


This chamber—an American organization incorporated under the laws of the 
State of New York—comprises most leading importers of commodities from Italy 
together with firms engaged in exports to that country. The membership also 
includes other concerns interested in foreign trade, such as banks and insurance 
companies, air and shipping lines, international freight-forwarders, ete. There- 
fore, our association’s stand on the matters discussed herewith can be considered 
the viewpoint of a representative group of American enterprises deriving their 
livelihood from activities related not only to trade with Italy, but to worldwide 
exchanges in general. 

We believe that: 

(1) The Reciprocal Trade Agreements Act should be renewed, subject to 
certain changes in its present form, for a period of at least 3 years. With respect 
to the length of the act’s renewal, we feel very strongly that instead of a 3-year 
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period, as proposed in H. R. 1, the act should be extended for 5 or, even better, 
for 10 years. Such a policy is badly needed to avoid constant uncertainties, that 
in recent years have created in the United States and abroad an increasing atmos- 
phere of disappointment and frustration, most harmful to the interest of American 
and foreign traders alike. An extended renewal would, on the other hand, allow 
the adoption of long-range production plans on the part of many industries here 
and in all countries doing business with us. Apart from this important contribu- 
tion to economic stability the world over, we would also be offering proof positive 
that the United States has adopted and at last is pursuing a consistent course 
that will not be revised and perhaps, reversed after 12 short months. 

(2) The proposed authority of the President to reduce duties by no more than 
15 percent of the rate existing on July 1, 1955, but not more than one-third of 
this reduction to be applied in any 12-month period, should be granted. 

(3) The proposal that the President be empowered to reduce by not more than 
50 percent the duty existing on January 1, 1945, on articles not imported into the 
United States, or imported in negligible quantities, though by not more than 
one-third of this total reduction in any 12-month period, should also be adopted. 

(4) Similarly, the proposal that the President be allowed to reduce to 50 percent 
ad valorem the duty on articles now subject to duty exceeding 50 percent of the 
value, though by not more than one-third of this total reduction in any 12-month 
period, is a step in the right direction and should be enacted. 

(5) Though H, R. 1 does not recommend that the following two provisions of 
the act in its present form be modified, we believe they should be revised for the 
reasons we suggest herewith: 

(a) The peril-point provision should be amended to avoid the danger of 
allowing inefficiently managed marginal industries to invoke protection which 
may result in hardships to the American consumer far in excess of the damage 
possibly suffered by said industries; 

(b) The escape-clause procedure should be modified so as to discourage 
the numerous and often petty applications for relief which are being filed under 
the present setup. It is also very important that a definition of the concept 
of “serious injury’”’ based on strictly defined economic criteria be sought and 
applied consistently in the future. 

In addition to urging that all of the above points be given earnest consideration, 
this chamber suggests that every member of your committee, who will undoubtedly 
be subjected to a barrage of special interest testimony urging protectionistic 
amendments to H. R. 1, keep in mind the following two propositions that in our 
belief are not only true, but worthy of being remembered at all times: 

(1) It may be correct to argue that in a few special cases, the lowering of 
certain duties and trade barriers might result in local, temporary industrial hard- 
ships and labor dislocations. On the other hand, the fact is also true—and has 
by far wider economic implications—that United States industries directly engaged 
in import-export activities, plus other concerns (such as railroad, shipping, and air 
lines, freight forwarders, stevedoring firms, etc.) also dependent on such trade, 
employ workers in numbers so great that the welfare of millions of Americans is 
vitally linked with the development of international exchanges. 

(2) In the final analysis, the national interest must be the factor governing all 
our decisions. And it cannot be denied that the establishment and consolidation 
of strong reciprocal economic ties among free peoples the world over, constitutes 
the best answer to our quest for international stability and peace—and at the 
same time assures that American industry and commerce will share fully the 
prosperity we are striving to maintain in our country and develop elsewhere. 

Our chamber extends very sincere thanks for having been offered this oppor- 
tunity to express its viewpoint on subjects that rate a very high priority on the 
agenda of the 84th Congress. 


PERUVIAN-AMERICAN AssoctraTION, INC., 


New York 4, N. Y., February 4, 1955. 
Hon. JERE Cooper, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Sir: The Peruvian-American Association supports enthusiastically the 
request of the President to extend the Reciprocal Trade Agreements Act for 3 
years with certain modifications looking toward further gradual reductions in 
tariffs. 

The association has, in fact, strongly endorsed the reciprocal trade-agreements 
program for many years. It continues to feel that the program should become a 
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permanent policy of the United States and that it should be a cornerstone in 
economic cooperation among the American Republics and the other free world 
nations. 

Our organization has carefully studied the bill introduced by you and the 
President’s message to Congress of January 10 in which the outlined proposals 
for a foreign economic policy. Our attention was particularly drawn to that part 
of the President’s message in which he stated: “No nation can be economically 
self-sufficient. Nations must buy from other nations, and in order to pay for 
what they buy they must sell.’ 

In our view, this is an excellent, forthright statement of the issue facing us 
today. As you know, Peru is an important customer of the United States. In 
1953, 55 percent of her total imports came from the United States. She buys a 
wide range of goods from the United States including electrical, industrial, and 
construction machinery, automobiles and parts, foodsguffs, iron and steel mill 

roducts, textiles, synthetic fibers, and many others® In return, the United 

tates finds Peru an important source of strategic materials such as lead, zinc, 
and copper. As a further indication of Peru’s trade importance to the United 
States, it should be emphasized that during the 5-year period from 1949 to 1953, 
Peru bought on the average nearly twice as much in goods from the United States 
as the United States purchased from her. 

Additionally, Peru has long followed the private enterprise system and a policy 
of welcoming foreign private investments. She has a free exchange market and 
for a number of years has kept her foreign trade almost completely free of restric- 
tions. Economic and political relations between the United States and Peru 
traditionally have been very friendly and cooperative. 

The Peruvian-American Association, therefore, firmly believes that extension 
of the Reciprocal Trade Agreements Act is essential to continuation of the 
mutually beneficial trade relations between the two countries. 

Sincerely yours, 
James H. Stressins, President. 


CHAMBER OF COMMERC#, 
Houston, Tex., January 18, 1955. 
Hon. JERE Cooper, 
Chairman, Ways and Means Committee of the House of Representatives, 
House Office Building, Washington, D. C. 


HONORABLE CONGRESSMAN: The executive committee of the Houston Chamber 
of Commerce at its meeting on January 18 approved the attached statement 
concerning H. R. 1. 

I respectfully call this statement to your attention as you consider this bill. 

Yours very truly, 
Bren C. Bett, President. 


SrateMENT To Be Fivep Wits THE ComMMITTFE ON WAyYs AND MEANS OF THE 
HovusE or REPRESENTATIVES AT Wasninaton, D. C., Retative to H. R. 1 
(Coorer BILL), THE EXTENSION OF THE ReEcIPROCAL TRADE AGREEMENTS 
Act 


The Houston Chamber of Commerce again reaffirms its support cf tne re- 
ciprocal trade agreements program and uiges that the President’s recommenda- 
tions be followed in the 1enewal bill, H. R. 1. 

Many United States industries are now dependent vpon exports for a sub- 
stantial portion of their income and consequently for the employment of their 
personnel, the payment of wages, and the maintenance of the mass-purchasing 
power of the ecnsuming public in the United States. It is vital that this export 
phase ef our economy be kept at a healthy level and the ability of foreign nations 
to earn dollars thre ugh trade with us in the logical way for these dollar earnings 
to be cbtained. 

The cnly other way to maintain our high export level is to loan or grant moneys 
to foreign vations. By granting or loaning funds on a continuing program, we 
are fnancing our exports by means of taxaticn of United States citizens, inflating 
our currency by increasing money supply withovt increasing real gocds, and con- 
sequently we curtail our standard of living. 

The increase in standards of living abrcad, engendered by an increasing trade 
will in itself increase the demand abroad fer all types of products and will be to 
the benefit of the United States. 
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The increase in dollar availability abroad in nations where dollar goods are 
discriminated against because of hard currency shortages, will again open these 
areas to American exports. 

We believe that foreign markets are necessaty to the continued prosperity of 
American farms, mines, and factories, presently producing at high levels, and 
that above any consideration of benefits to cther nations of the free wcrld, it is 
necessary to recognize the benefit to our own Nation. 

Exceptions to the maintenance and development of this increasing movement 
of goods are necessitated by world political conditions and industries essential to 
the national defense of the United States must be protected by tariffs, subsidies 
or quotas whenever necessary, but the need and essentiality of such industries 
should be clearly demoastrable. 

In the matter of customs simplification, there are two principal items to be 
corrected. First: T he pass for valuation of imported commodities should be 
clearly stated so that hh the importer and the customs authority will have a 
solid, fixed figure with which to deal. Second: The customs authorities should 
be derprived immediately of the power to reclassify merchandise after it has been 
released into commerce. 

It is in the belief that legislation to implement the President’s policy on the 
Recivrocal Trade Agreements Act is in the national interest that this statement is 
respectfully submitted for your consideration in studying the extension of the 


Reciprocal Trade Agreements Act implementing the President’s foreign-trade 
policy. 


For Your INFORMATION From THE NorFOLK Port AutTHority, NORFOLK, VA. 


After a long period, during which the foreign trade of the United States showed 
alarmingly large excesses of exports over imports, covered in one form or another 
from the public purse, we appear to be approaching a near balance. 

Increases of imports, on the one hand, and decrease of exports, on the other, 
has resulted in the present excess of exports which is more than offset by indirect 
imports (such as direct expenditures, remittances abroad, et cetera) and United 
States Government expenditures in foreign countries. 

Thus, while we have yet to achieve a true trade balance, we have achieved a 
balance of payments, which has already resulted in the removal of many restric- 
tions, on the part of several foreign countries, in the free movement of dollars 
transferred in payment for American exports. 

Some two-thirds of our imports consist of raw materials coming into this country 
duty free. The movement of this type of imports is dependent upon the industrial 
demands of our economy and generally they are bought rather than sold. 

Dutiable imports, however, have to be sold and the efforts of foreign exporters 
to successfully adapt production and styling to the United States market as well 
as merchandising in the United States involve a considerable business risk and 
expenditure. 

Many a manufacturer abroad is willing to take such a business risk, but is 
deterred by the uncertainties of the United States foreign economic policy. 

The desirability of a substantial increase of manufactured imports into this 
country is demonstrated by the following: 

About 20 percent of gainfully employed Americans are production workers. 
The remaining 80 percent work in transportation, merchandising, marketing, 
advertising, banking, and many other service industries, who are employed in 
the handling of imported merchandise in the same way as in the movement of 
equivalent domestic products. 

Therefore, any displacement of employees would only occur on the manufactur- 
ing level and at most would represent a loss of 1 job out of a total of 5. 

If preservation of that 1 job is accomplished by the scaling down of exports to 
the import level, 5 jobs will be lost; this because the export industry employs 
both production and service workers—5 out of 5. 

If, however, a balance of trade is achieved as a foundation, an increase in manu- 
factured imports will put in circulation dollars which, directly or multilaterally, 
will come back to the United States in the form of exports. The world markets 
for American products are limited only by the ability of the foreign buyers to pay 
in hard money. 

Such an expansion on both sides of the trade balance will displace 1 American 
worker on the production line, by reason of imports, will create 4 new service 
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industry jobs as a result of such imports, and will create 1 production and 4 
service jobs by reason of exports. 

Thus, in sum, it will mean the relocation of 1 production worker and 8 new serv- 
ice industry jobs. 

It is obvious that having arrived at a balance-of-payments point we should bend 
every effort to increase our imports and exports, with an accent on import pro- 
motion, because it automatically generates corresponding exports, whereas the 
reverse is not the case. 

In this connection, we feel that the recommendations of the research and policy 
committee of the Committee for Economic Development, contained in its state- 
ment on United States Tariff Policy, are likely to achieve the above desirable 
results if enacted into law without emasculating deletions and amendments. 

This would at long last set a definite course for our economic foreign policy and 
would redound to the great benefit of the civilized world and particularly benefit 
the United States. 

MicnaEL M. Mora, General Manager. 


For Your INFORMATION FrRoM THE NorRFOLK Port AuTHoRITY, NORFOLK, VA. 
CoMMITTEE FOR Economic DEVELOPMENT STATEMENT 


The research and policy committee of the very important and influential Com- 
mittee for Economie Development (widely known as CED) will shortly publish 
for distribution a statement on United States tariff policy. The research and 
policy committee of CED is a group of leading industrialists, economists, and edu- 
sators and the conclusions reached in this recent study are most significant. 

The recommendations made in this report are from an advance release of the 
statement, and the full text follows: 


RECOMMENDATIONS 


The committee believes that the first requirement of tariff policy is to minimize 
uncertainty about the future course of the American tariff. We are convinced of 
the advantages of expanding world trade. If tariff liberalization is to make a 
positive contribution to this objective, we must first give as clear assurance as 
we can that the direction of future tariff changes will be downward. The act of 
assurance is as important as actual tariff reduction. 

The best way to create greater certainty about American tariff policy would be 
to extend the President’s trade agreements authority for a period of years. We 
favor extension for at least 5 years; consideration should be given to extension for 
a longer period. Business at home and abroad should not be subject to the 
uncertainties which have resulted in recent years from annual debate over the 
renewal of this authority. 

Further, the President’s authority to reduce tariffs should be enlarged in four 
ways: 

First, the President should be authorized, as part of his trade-agreements 
authority, to reduce tariff rates by not more than 5 percent per year for the period 
of extension of the Trade Agreements Act. Unused authority should not expire 
but should carry over to following years. This new authority should replace the 
authority to reduce tariff rates remaining under the present act, except with re- 
spect to trade with Japan. 

Second, the President’s request for authority to reduce to 59 percent ad valorem, 
or its equivalent, any tariff rate now above that level should be granted. Such 
reductions should ordinarily be made over a period of years. 

Third, the President should be authorized to suspend the tariff duty on any 
product which is not produced in substantial quantities in the United States. 

Fourth, the President should be authorized to exchange tariff reductions for 
other kinds of benefits to the United States than tariff reductions abroad. The 
present law requires that tariff concessions by other countries on American prod- 
ucts be received in exchange for any reductions of American tariffs. In the com- 
mittee’s opinion, it is questionable whether tariff concessions from other countries 
are always the best return we can get in exchange for liberalizing our own tariff. 
Among other things, American exporis are frequently more limited by other coun- 
tries; import quotas than by their tariffs. 

Reductions in our tariff, for example, might be exchanged for liberalization or 
elimination of other countries’ import quotas on American goods, or on the goods 
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of third countries. American tariff reductions might also be exchanged for con- 
cessions to American investors abroad—effective guaranties that American firms 
and investors would enjoy the same rights and privileges as local firms and inves- 
tors; effective assurance against nationalization without compensation; or permis- 
sion to withdraw profits and capital. Agreements of this kind could be helpful 
in increasing American private investment abroad. 

We recognize that practical difficulties will be encountered in carrying out this 
broadened concept of reciprocity. Some countries.may resist extending the scope 
of negotiations about tariffs to include nontariff questions. Nevertheless, we feel 
that the advantages to the United States of being able to use tariff negotiation as 


a broader and more flexible tool of policy warrant a careful search for ways around 
these practical difficulties. 


Classification and valuation 


The Commission on Foreign Economic Policy (the Randall Commission) made 
several proposals concerning the classification and valuation of imports in assessing 
tariff duties. These proposals may be summarized as follows: 

(1) The President should be empowered, on the basis of recommendations 
by the Tariff Commission, to make changes in commodity definitions and 
rates for the purpose of consolidating schedules and simplifying classifica- 
tions, provided such changes do not materially alter the average rate of 
duty for any class of goods. 

(2) The present standards of procedures for valuation of dutiable mer- 
chandise should be revised. In particular export value should be made 
the preferred, initial standard of valuation. 

(3) In addition, a study should be made of the feasibility of making greater 
use of the actual invoice price of imported goods for valuation purposes. 

We believe these three proposals are sound and should be adopted. 

The President has requested ligislation embodying the second of these three 
recommendations. The whole question of simplification of customs classification 


is now under study by the Tariff Commission pursuant to the Customs Simplifi- 
cation Act of 1954. 


The Anti-Dumping Act 


American producers are entitled to effective protection against serious injury 
resulting from foreign dumping in the American market—that is, from the sale 
of foreign merchandise here at a price substantially below the price charged in 
the exporting country, with allowance for normal transfer costs. At the same 
time, the administration of protection against dumping should not create un- 
necessary delays and uncertainties for American importers and foreign exporters. 

The Anti-Dumping Act of 1921 is designed to give protection by imposing 
special antidumping duties in cases where it is found that a domestic industry is 
being, or is likely to be, injured by importation of goods of a kind or class which 
is being dumpted. There is considerable criticism of the effectiveness of the 
present act as now administered. The task of determining actual or threatened 
injuries under the Anti-Dumping Act has recently been transferred from the 
Treasury Department to the Tariff Commission. While it is important to avoid 
interruption of imports while alleged cases of dumping are under investigation, 
the administration of the act should be speeded up in order to give American 
industry more effective protection against dumping. 


Peril-point and escape-clause provisions 


The peril-point and escape-clause provisions of the Trade Agreements Act in 
their present form are serious limitations on the President’s ability to lower 
tariff rates. 

The peril-point provision requires the Tariff Commission to survey all com- 
modities on which the President proposes to negotiate agreements and to specify 
rates of duty below which, in the Commission’s judgment, tariffs cannot be 
lowered without serious injury to domestic producers. The act also requires 
that an escape clause be inserted into all trade agreements. Under the escape 
clause, the Tariff Commission may recommend to the President, on its own 
motion or on complaint of an interested party, that a tariff concession be with- 
drawn because it is causing or threatening to cause serious injury to domestic 
producers. 

These provisions have been interpreted by the Tariff Commission to forbid 
tariff concessions which will result in any reduction of domestic output, except 
in the case of multiproduct industries where displaced labor and plant can easily 
be shifted to other products made by the same firms. Some shifting of resources 
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into more efficient uses is, as we have noted, a necessary part of the economic 
process by which the national interest in expanded trade is realized. Although 
the escape-clause and peril-point provisions have net been frequently applied, 
this interpretation has greatly limited the area of effective use of the trade agree- 
ments authority (with the single exception of the trade agreement with Venezuela, 
no major reductions in United States tariffs have been made while the peril-point 
provision has been in effect). If there is to be effective liberalization of the 
tariff, the peril-point and escape-clause provisions of the Trade Agreements Act 
need to be modified. In their present. form they are inconsistent with effective 
tariff liberalization. 

The President has asked that these provisions be retained. He has, however, 
stated his intention to base his decision on Tariff Commission recommendations 
on grounds broader than the Commission is empowered to consider. We agree 
that the President should be free to set aside Tariff Commission recommendations 
when he finds that the national interest requires it. In our view, however, more 
than this is needed. We believe that the peril-point and escape-clause provisions 
of the Trade Agreements Act should be changed in two ways. 

First, it should be made clear that the purpose of these provisions is to prevent 
serious hardship rather than to prevent any reduction of domestic output by 
imports. ‘Serious hardship’? might be defined as reduction in output and 
employment on a substantial scale, where a major part of the labor and facilities 
released would be unable to find suitable alternative employment or use within 
a reasonable time. 

Second, the withholding of a tariff rate reduction under the peril-point provision, 
or its withdrawal as a result of escape-clause proceedings, should ordinarily be 
temporary, not permanent. Business firms, employees and communities should 
be given sufficient time to readjust to the effects of tariff reductions. Where 
appropriate, they should be given assistance in doing so. But they cannot 
reasonably claim the permanent right to avoid adjustments where the national 
interest clearly calls for a tariff reduction. 


A STaTEMENT OF THE Port oF DetROIT ComMIssION IN Support or H. R. 1, 
BEFORE THE WAYS AND MEANS COMMITTEE OF THE UNITED STATES Housk oF 
REPRESENTATIVES 


The Port of Detroit Commission, a municipal corporation of the State of 
Michigan, is the governing body for the Port of Detroit District. Two of our 
many responsibilities are to provide space and facilities needed for the handling 
of foreign trade at the port of Detroit and the promotion of foreign trade through 
the port, for the general benefit of the people of Wayne County and the State of 
Michigan. 

The passage of the Reciprocal Trade Agreement Extension Act would have a 
favoraole reaction on the economie activities listed below and result. in increased 
prosveritv for the people of Michigan and other States. We would like to noiut 
o how important a high level of imports and exports is to the economy of our 
State. 

1. The Michigan Customs District has consistently for the past vear 
ranked second in the United States in value of foreign trade, by all means of 
transportation, with $2 billion worth of exports and imports annually. 

2. Approximately 15 percent of total United States exports are produced 
in the Michigan area. 

3. The port of Detroit is the main port of entry for Canadian imports and 
the principal port of exit for United States exports to Canada. Approxi- 
mately 1 million tons of foreign commerce between Canada and the United 
States are routed via the port of Detroit. 

4. Direct income from port activities created by exports and imports, to 
or from overseas, amounts to $750,000 annually for the State of Michigan. 

5. Indirect income for Michigan created by foreign trade with overseas 
countries, routed via the port of Detroit, amounts to $1 million for the 
State of Michigan and $2 million for other States. 

6. Direct income from port oriented industries, who use materials from 
Canada and/or the rest of the world, amounts to $200 million annually in 
form of payrolls, local purchases and supplies, services, power and utilities. 

7.-Indirect income for port oriented industries who use materials from 
Canada and/or other overseas countries amounts to $400 million annually. 
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8. Recognition should be given to the numerous jobs created because of 
the movement of foreign cargo through the port of Detroit. Listed below 


are a few of the service and sales organizations which provide employment: 
Port terminal personnel. 


Ship personnel. 

Customs brokers. 

Marine insurance brokers. 

Foreign freight forwarders. 

Personnel working in foreign departments of various banks. 

Export crating concerns. 

Ship chandlers. 

T — and rail transportation personnel who move cargo to and from 
the port. 

Government personnel who enforce United States regulations of imports 
and exports. 

Personnel of the many steamship agencies. 

Stevedores. 

9. The economic activities mentioned above will be increased multifold 
with the completion of the St. Lawrence seaway. 

The Port of Detroit Commission is cognizant of the value of foreign trade to 
all other segments of our economy. We have restricted our written testimony 
to the role of international commerce as it affects our port itself for practical 
reasons and because other proponents have on record statements covering the 
other economic fields of endeavor that will be affected by whatever action is taken 
on H. R. 1. 

Our knowledge of the value of a more liberal foreign economic policy leads us 
to the conclusion that the passage of H. R. 1 is a step in the right direction. We 
sincerely hope that the members of the Ways and Means Committee will concur 
in our opinion. 


ForREIGN TRADE ASSOCIATION OF SOUTHERN CALIFORNIA, 
Los Angeles 13, Calif., January 13, 1958. 
Hon. Jere Cooper, 
Chairman, House Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 


Dear CoNGRESSMAN Cooper: At a special meeting of our board of directors 
held at Los Angeles, Calif., on January 13, 1955, the board of directors received 
and considered the report submitted to it by Philip Stein, customs attorney, 
chairman of the legislation committee of the association, relating to the proposed 
extension of the Reciprocal Trade Agreements Act which expires on June 12, 1955, 
and particularly to H. R. 1, introduced by you on January 5, 1955, on which your 
committee is about to hold hearings. 

After careful consideration and study of the data presented, the board of 
directors of our association has passed the following resolution, which it is respect- 
fully requested be considered by your committee and included in the official 
record of its hearings on said bill: 

‘Resolved, that the Foreign Trade Association of Southern California, compris- 
ing in its membership exporters, importers, sea, rail, air and truck transportation 
interests, communication interests, banks, insurance underwriters, and many 
other firms in Southern California engaged in foreign trade pursuits and concerned 
in the promotion and expansion of world trade, approves of, endorses, and recom- 
mends, consistent with the request of the President contained in his message on 
foreign economic policy sent to the Congress on January 12, 1955, that the Recipro- 
eal Trade Agreements Act, which is due to expire on June 12, 1955, be extended 
for a period of 3 years, until the close of June 50, 1958, and that the President be 
granted the authority requested by him in his message of January 12, 1955, subject 
to the present peril and escape clause provisions: 

(1) To reduce, through multilateral and reciprocal negotiations, tariff rates 
on selected commodities by not more than 5 percent per yeer for 3 years; 

(2) To reduce, through multilateral and reciprocal negotietions, any tariff rates 
in excess of.50 percent to thet level over a 3-year period; and 

(3) To reduce, by not more than one-half over a 3-year period, tariff rates in 
effect on January 1, 1945, on articles which are not now being imported or which 
are being imported only in negligible quantities. 
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“That this resolution, signed by the president and chairman of the board of 
directors of this association, and attested to by its manager, be sent to Hon. Jere 
Cooper, chairman of the Committee on Ways and Means, House of Representa- 
tives, for consideration by the said committee, with the request thet this com- 
——— be included in the official record of the hearings of said committee on 
H. R. 1.” 

Respectfully submitted. 


FoREIGN TRADE ASSOCIATION OF SOUTHERN CALIFORNIA, 
By Greorce H. Monr, President. 
By Cari Scuaerer, Chairman of the Board. 


Approved and adopted the 13th day of January 1955, by the board of directors 
of the Foreign Trade Association of Southern California. 
Attest: 


Rosert O. VERNON, Manager. 


COMMERCE AND INDUsTRY AssociATION oF New York, INc., 
New York, N. Y., January 19, 1955. 
Hon. JERE Cooper, 
Chairman, Ways and Means Committee, 
House Ojnce Building, Washington, D. C. 


DEAR CONGRESSMAN CoopsER: This association, which is the recognized service 
chamber of commerce for the New York metropolitan area and numbers in its 
membership over 2,000 New York firms directly engaged in overseas trade, wishes 
to place before you and the members of the Committee on Ways and Means our 
views in respect of H. R. 1, the Trade Agreements Extension Act of 1955. 

Since the beginning of our country’s reciprocal trade program in 1934, our 
association has steadfastly supported a policy of bilateral and multilateral nego- 
tiations conducive to an increase in the exchange of goods and services among the 
world’s trading nations. We have consistently supported such measures as would 
reduce or eliminate unnecessary barriers to this expanded trade. At the very core 
of such a tariff philosophy has been the trade agreements program with Presiden- 
tial authority to enter into foreign trade agreements under section 350 of the 
Tariff Act. 

Inasmuch as our national economy depends to a large extent upon the volume 
of materials imported and exported, and in light of the axiomatic benefits of a 
liberal and progressive foreign trade policy, we wish to go on record with your 
committee on this occasion in support of H. R. 1, insofar as it provides for a 
3-year extension of tariff negotiating authority. In fact, we believe a longer 
period or even no expiry time is preferable to evidence the stability of our trade 

licy. 

Por hose provisions of the bill for specific duty reductions over a 3-year period in 
respect of certain high tariff goods and products being imported in negligible 
quantities or not at all, represent means to an end and, as such, are of less sig- 
nificance than the basic continuing authority to work with other countries over 
the coming years for reciprocal concessions to stimulate an ever-increasing volume 
of international commerce and, concomitantly, a higher level of economic life for 
all countries. 

Our comments have been limited to this fundamental question in the belief 
that prompt favorable action by your committee, as well as the House and Senate, 
ean be achieved by focusing attention on the basic policy involved. 

It is our conviction that your efforts toward expediting action on this measure 
are in the best national interests. 

Sincerely yours, 
GERALD LEVINO, 
Chairman, World Trade Committee. 


(Whereupon, at 4:37 p. m., the hearing was recessed, to reconvene 
Tuesday, January 25, 1955, at 10 a. m.) 
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TUESDAY, JANUARY 25, 1955 











House or RepreseNnrATIves, 
ComMitTrre oN Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee’s 
main hearing room, House Office Building, Hon. Wilbur D. Mills, 
presiding. 

Mr. Mitts. The committee will come to order. 

The first witness is Mr. David J. McDonald, president, United Steel 
Workers of America. 

Mr. McDonald, would you identify yourself, and give the capacity 
in which you appear? The committee is happy to have you this 
morning and to hear your testimony. 














STATEMENT OF DAVID J. McDONALD, PRESIDENT, UNITED STEEL 
WORKERS OF AMERICA 











Mr. McDonaxp. Mr. Chairman, and gentlemen of the committee: 
Iam Dayid J. McDonald, of Pittsburgh, Pa. I am president of the 
United Steel Workers of America. My union has a membership of 
more than 1,200,000 workers in the basic steel producing, the metal 
fabricating, aluminum and metal-mining industries in the United 
States and Canada. Iam happy to have the opportunity to appear 
before you today in urging that your committee act favorably upon 
H. R. 1. 

The passage of this bill is essential to the security of the United 
States and to the economic welfare of our people; I believe that it is 
imperative that our foreign-trade policy be liberalized. 

I should like to see the bill go even farther than it does in this 
direction. The United States should miss no opportunity to demon- 
strate that it has every intention of stimulating trade among the free 
nations of the world. 

It is, of course, essential that the United States keep its own 
economic house in order, that the American economy be kept strong, 
employment must be kept at a high level, and the living standards 
of our people be steadily raised. I am of the opinion that expanding 
our foreign trade will assist rather than hinder the attainment of 
these objectives. 

I am convinced that to keep America strong, all the other nations 
within the free world must also be made strong. To his end, we are 
interested in doing our part to raise the living standards of the peoples 
of these nations. 
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Trading with these nations is essential if they are to be healthy and 
vigorous. Statesmanship, whether in Government, industry, or labor 
organization, demands that policies be pursued that will lead to the 
constant improvement of the economies of all these countries. 

To carry out such policies is enlightened self-interest. If I had 
the slightest feeling that increased trade, particularly imports, would 
be injurious to the American workingmen, I would not be here today 
supporting a policy of trade liberalization. It is precisely because 
I believe that it is in the interest of the American workers and our 
people, generally, that I am happy to continue to support a liberal 
trade policy at this critical juncture of American history. 

We are only too well aware that our economic and political free- 
dom depend upon the national security of our country, and there is no 
better assurance that this security will be maintained than for us to 
have strong allies. 

In the present struggle against communism we cannot rely upon 
military strength alone. The mutual goodwill of all free peoples is 
essential to our very survival. It would be a sorry situation, there- 
fore, for us to isolate ourselves from the rest of the world. Trade, in 
and of itself, is not guarantor of peace. But, the throttling of trade 
can well be the forerunner of war and/or economic and social dis- 
integration. 

As I read the bill, H. R. 1, now being considered by you, it sub- 
stantially incorporates the trade and tariff recommendations of the 
Randall Commission. It was my privilege to serve as one of the public 
members appointed by President Eisenhower to that Commission. 

The bill contains four main authorizing provisions, as follows: 

_.1. It would authorize the President, on the basis of reciprocity 
arrangements with other countries, to lower duties by 15 percent, over 
a 3-year period, provided that, in no one year would the rate of reduc- 
tion exceed 5 percent. 

It should be noted that this is not an authorization to reduce any 
existing tariffs by 15 percentage points, but is simply an authoriza- 
tion to reduce any existing ae by 15 percent of its present level. In 
very few cases would such a thin slicing of duties have more than a 
slight effect upon the volume of imports. 

2. In those cases where imports are now negligible, the bill would 
authorize the President to reduce duties by 50 percent of the levels 
prevailing on January 1, 1945. With regard to this section of the bill 
only, the President would also be authorized to reduce duties on a 
unilateral basis. 

3. On a reciprocal basis, he would be permitted to lower duties that 
are presently in excess of 50 percent ad valorem to a level of 50 
percent, over a 3-year period. 

4. Specific authorization to reduce duties would be given with regard 
to imports from Japan. If the President should determine that de- 
creases in duties on such goods are necessary in order to provide ex- 
panding markets for the products of Japan, including markets in third 
countries, he would be authorized to decrease, on a reciprocal basis, 
any duty to 50 percent of the level prevailing on January 1, 1945. 

[ would like to comment here that this was not a recommendation 
of the Randall Commission, the last provision stated here. As a 
member of the Randall Commission, I concurred in their proposals for 
tariff reductions. 
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During the course of our deliberations on the Randall Commission, 
I made diligent efforts to determine the impact that our foreign trade 
has on American employment and what the possible effects might be 
if tariffs were reduced. 

Here are some of the facts that came to light. 

The best figures that we could get indicate that employment at- 
tributable to exports is far greater than the immediate displacement 
of workers that would result by even a substantial reduction of our 
tariff duties. Secretary of Commerce Sinclair Weeks, in his testi- 
mony in connection with the Trade Agreement Extension Act of 
1953, and which he repeated again the other day in his testimony before 
this committee, stated that over 4.4 million workers, or 7 percent of 
the total employment of the country, are dependent upon foreign trade. 

He estimated that 3 million workers are involved in exports while 
more than a million more have employment in transporting, distrib- 
uting, and manufacturing imports. Other reliable estimates indicate 
that in the iron and steel industry, the industry in which I am di- 
rectly concerned, close to 160,000 workers, or almost 17 percent of the 
965,000 workers in the industry, are dependent upon exports. 

We should never lose sight of the fact that imports and exports 
are necessarily connected. Trade is a two-way street and unless a 
country imports it cannot export. 

For some years the United States has been giving goods away to 
foreign countries in preference to selling them. Unless foreign coun- 
tries sell to us they necessarily will be forced to curtail their pur- 
chases from us. In fact, I understand this is what already has hap- 
pened in a number of countries where the people have chosen to 
curtail imports, thereby lowering their own plane of living, in pref- 
erence to the continued receipt of foreign aid or suffering trade deficits. 

The choice before us is a clear one. Either we can continue as a 
full-fledged major member of the family of free nations and trade 
with them or we can retire into a shell of imagined self-sufficiency 
and take the consequences. With the world divided as it is between 
communism and freedom the consequences of the latter course are 
not pleasant to contemplate. 

The most reliable estimates that we could find indicate that even 
a full 50 percent reduction of all United States tariffs would not 
likely affect more than 100,000 jobs. This is the effect that could be 
expected in the short-run. As time passes and economic adjustments 
take place, many of these workers would be absorbed in other lines 
of activity. This is not to say that workers displaced by imports 
should be left to their own devices to find new jobs. Both the short- 
run and the long-run are important. These estimates simply under- 
line the basic truth that the American workers have more to lose 
a the curtailment of exports than from the expansion of foreign 
trade. 

At this point, I think it appropriate to point out that this bill 
before you is enabling legislation only. In and of itself it does not 
lower a single tariff duty. Without this, or similar legislation, to 
be sure, no liberalization of trade can take place. By the same token, 
there is no assurance that, even with the legislation, concrete action 
will be taken. ' 
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Now, let me make clear to you gentlement that I am in no way at- 
tempting to minimize or disregard the i injury that would take place 
among workers, industries or communities where the impact of in- 
creased imports would be felt. Without a doubt some workers in 
some industries and communities would feel the impact of import 
competition just as they have in the past. 

It is to assist in these situations that I proposed to the members 
of the Randall Commission that a program should be adopted by 
the Federal Government to aid these who might be adversely affected 
to make the necessary readjustments without undue suffering, and 
economic dislocations. The peril point and the escape provisions 
in the present law, and now proposed in this bill to be continued, 
with no provision for assisting those adversely affected, limit the 
expansion of our foreign trade. 

In the absence of new provisions dealing with safeguards from 
injuries that may arise from increased imports, the only action that 
the President can take is either to ignore the recommendations of the 
Tariff Commission and let those affected make out the best that they 

‘an or, under the escape clause in its present form, to restore the 
import restriction. I am convinced that these threatened injuries 

can be dealt with adequately if the issue is faced squarely. And I 
believe it can be accomplished without a huge domestic-aid program 
or a larger expenditure of public funds. 

Although it is evident that the impact of increased imports on 
United States employment would be relatively small considering our 
total work force, as a leader in the trade-union movement I would 
be remiss in my duty if I agreed to tariff reductions that would cause 
hardship without some responsibility being taken by the proper 
authorities to spread the cost of dealing with such injury over the 
country as a whole. 

It would be the result of Federal legislation that any injury would 
occur, therefore it is the responsibility of Congress to take the neces- 
sary measures to assist those threatened with injury to make the 
necessary readjustment. 

C shinniendie I proposed to the Randall Commission, and now I 
proposed to you gentlemen, a method of meeting such situations that 
might arise. My proposal will be found on pages 54 through 58 of 
the majority report of the Randall Commission. Although it was 
not agreed to by the members of the Commission, I was pleased that 
the Commission as a whole thought well enough of it to incorporate 
it as a major section of the report. 

I regret that the administration has not given further study to these 
proposals, particularly since several members of the Commission, in 
separate opinions, urged that such study be made. 

If we really want to reduce tariff barriers, it is necessary that. work- 
able machinery be at hand to make it possible for the President to 
reduce duties beyond the points set by the Tariff Commission, without 
causing hardship to the workers, business establishments and vulner- 
able communities that might be affected. It is essential that adequate 
provisions be made in the law for sharing the cost of the economic 
adjustments that might be necessitated by such action. Such adjust- 
ment machinery should be invoked automatically whenever the Presi- 
dent decides, in the national interest, to reduce duties beyond the peril 
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points, and decides, also in the national interest, to retain a tariff con- 
cession in a trade agreement even after the Tariff Commission had 
made a finding of injury. Only if some such machinery is created 
‘an we reasonably expect that tariffs will be reduced sufficiently to 
bring about increases in imports which will assure a reasonable eco- 
nomic foreign policy for the United States and a vigorous free world. 

I believe that such a program is not only workable but that it is in 
the best American tradition. I am not at all impressed by the argu- 
ment that for the Government to embark upon such a program would 
constitute interference with the working of the free-enterprise system. 
The subsidy principle is not new. We use it every day, ostensibly if 
not in fact, in the national interest. 

The tariff itself is one of the most pervasive subsidy arrangements 
imaginable. We use subsidies in agriculture and for many other 
purposes. I believe that this method in principle is preferable to the 
protective tariff principle because it is open and aboveboard and not 
hidden as are tariffs. 

Furthermore, the type of governmental assistance that is called for 
in my proposal for adjustments to increased imports is not an out- 
right subsidy to perpetuate high-cost-producers. It would be rather, 
on indirect subsidy arrangement designed to assist in the adjustment 
to new competitive situations. 

Several bills calling for such a program have already been intro- 
duced in this Congress. So far they have been introduced by Con- 
gressmen Eberharter, H. R. 2386; Williams, H. R. 229; and Donohue, 
H. R. 359. In the last session of Congress, Senator Kennedy sub- 
mitted a bill substantially covering the same provisions. No doubt 
Members of the Senate will introduce such legislation during the 
present session. 

These bills would not set up a new bureaucracy nor would they 
constitute what some might think amount to a “domestic FOA.” 

Instead, they would strengthen the existing machinery of the Fed- 
eral Government to bring the full force of the entire economy to repair 
the breaches made by injurious imports. They would provide incen- 
tives for communities, companies, and workers to facilitate adjust- 
ments to new competitive situations. 

Gentlemen, what I am proposing is that we enact legislation that 
will accomplish what we say we seek to accomplish. I am afraid that 
H. R. 1, in its present form, falls short of this objective. 

Nevertheless, it is a step in the right direction. I am supporting 
it in the hope that along with its passage will also be legislation incor- 
porating a procedure for making adjustments to increased imports. 

r. Mitts. Does that complete your statement, Mr. McDonald? 

Mr. McDonatp. That completes my statement. 

Mr. Miius. Are there questions? 

Mr. Stmpson. Mr. Chairman? 

Mr. Mitis. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srtmpson. I served with you on the Randall Commission, Mr. 
McDonald, and listened with interest to your reference here to your 
suggestion before that Commission, which indicated generally that 
studies along that line would be worthwhile. I have just one subject 
I would like to ask you about. It is referred to on page 5 of your 
statement. It is to the effect that a full 50-percent reduction of all 
United States tariffs would not affect more than 100,000 jobs. 





770 TRADE AGREEMENTS EXTENSION 


Do you mean they would actually lose their jobs or do you mean that 
after shifting around there woul: be 100,000 without any jobs? 

Mr. McDonatp. It could possibly work that way, but I think per- 
haps you will recall, Mr. Simpson, during the course of the Randall 
Commission hearings on my request, the Department of Labor made 
a study of what they thought would happen. This is the figure that 
they came up with. 

Mr. Srmpson. Yes, I recall it. My question goes to what I think 
is the gist of this particular bill in front of us. The bill that we 
envisaged here would only provide for three 5-percent tariff cuts 
compared to the 50 percent that you suggest here with the result of 
100,000 out of jobs. 

Mr. McDonatp. That is correct. 

Mr. Smpson. Although it’ took me a long time to get around to 
it, my question is this: Cais you believe that this bill, H. R. 1, would 
be much by way of inducement toward having the countries abroad 
remove the limitations that they now have against freer trade? 

Mr. McDonatp. We believe it would, in a reciprocal sense. 

Mr. Sturson. Even though to date our experience indicates failure 
along that line in the sense that there are more restrictions today 
than we ever had before, and we have made concessions far, far in 
excess of those we envisage under this H. R. 1? 

Mr. McDonatp. I tried to say at the outset, Mr. Simpson, that I 
do not think H. R. 1 goes far enough. But it is the bill, the adminis- 
tration bill, and we support it. But we think these additional safe- 
guards should be tacked onto it that I suggested in the Randall 
Commission. 

Mr. Stwrson. Thank you very much. 

Mr. McDonatp. Thank you, sir. 

Mr. Miris. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Exsernarter. Mr. McDonald, I think you have done a great 
service to the country in making this proposal with respect to read- 
justments to business, communities, and employees that may be af- 
fected by tariff concessions and by imports. I think perhaps you are 
the father of that principle. It may be interesting for you to know 
that many organizations in the country are already studying very 
seriously the recommendations which were originally made by you. 
As was brought out here in the testimony, the American Association 
of University Women have indicated their intense interest, as well 
as the League of Women Voters of the United States. Of course, 
they are very, very much interested, also, from the consumer angle. 

Yesterday, the testimony of Mr. Hutson, Mr. McDonald, was to 
the effect that, in his opinion, the present statute and the proposed 
H. R. 1 were in some respects deficient because they did not authorize 
the Tariff Commission in formulating its recommendations to the 
President to consider the national interest, but only to consider the 
interest of a particular industry. 

Have you, in your studies or as a member of the Commission ap- 
pointed by the President, given any thought to that subject ? 

Mr. McDonatp. I think I understand what you say, Mr. Eber- 
harter. I think the bill is in the national interest. I do not think 
it is aimed at the protection of particular industries. I think it is 
in the general national interest. 
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Mr. Eseruarrer. That is what I wanted to bring out, Mr. McDon- 
ald. In other words, the present statute, if it is operated strictly 
according to the provisions, in matters affecting tariff and trade, 
overall consideration is not given to the national economy or interest 
when appeals are made to the Tariff Commission. Appeals are made 
in behalf of a particular industry without regard to what effect in- 
creased tariff would have on other industries in the United States and 
on the general economy of the United States. I think your proposi- 
tion, which you originated, and which is embodied in the bill which I 
introduced and which Messrs. Williams and Donohue introduced, 
would help to take care of situations where imports might cause injury. 

Mr. McDona.p. We hope it will. We think it will. 

Mr. Esernarter. Thank you. 

Mr. Mitis. Are there any further questions? 

Mr. Mason. Mr. Chairman ? 

Mr. Mrius. Mr. Mason, of [llinois, will inquire. 

Mr. Mason. I notice, Mr. McDonald, on your first page, you make 
this statement: “I believe that it is imperative that our foreign trade 
policy be liberalized.” In view of the fact that we now have the lowest 
average tariff rate in the world of all industrial nations, excepting 
Japan, and in view of the fact that we only have two restrictions, a 
quota on wheat and a quota on cotton, which I know of, and our tariff 
policy today is the most liberal in the entire world outside of Japan, 
I would like to have you be a little more specific in that general state- 
ment and say how we could possibly liberalize our present foreign 
trade policy more than we have done. 

Mr. McDonavp. We have tried, perhaps not too clearly, Mr. Mason, 
to say in here that we of the United States must take the lead, the 
world lead, for further liberalization on a reciprocal basis—— 

Mr. Mason. But we have taken the lead. Over the past 20 years 
we have made more reductions and liberalized our tariff policy more 
than any other nation in the world except Japan. 

Mr. McDonatp. Mr. Mason, I had not completed my sentence— 
by taking the lead, sir, to try to encourage other nations to liberalize 
their tariff policies on a reciprocal basis, to liberalize trade between 
the free nations of the world, to have a freer interchange of goods. 

Mr. Mason. Would you say, Mr. McDonald, after 21 years of experi- 
ence in lowering our tariffs and liberalizing our policy, and finding 
that practically every nation on earth has raised other obstacles during 
that 21-year period, that we should continue with the hope that finally 
they will change and they will be a little more liberal in their attitude 
toward our imports ? 

Mr. McDonatp. I think so. I think we should continue it. We 
have been continuing a lot of things in recent years. I think we have 
made some progress in many fields. 

Mr. Mason. Thank you, sir. I do not think we should continue it. 

Mr. McDonatp. Thank you, sir. 

Mr. Mis. Are there further questions? 

Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. McDonald, I have asked previous witnesses a series 
of questions on one particular point. As I see the arguments pre- 
sented in behalf of this H. R. 1, they break down into two general 
categories. One is that it is beneficial to our own economy. The 
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other is that we need it in order to, as you say here, obtain the mutual 
goodwill of all free peoples, and to have strong allies. I want to direct 
my attention to that second particular objective and point out that 
the Congress over a period of years, and the various State legislatures 
over a period of years, have imposed a great many high standards on 
the os of this country, and rightfully so, in regard to wages, 
working conditions, social security, unemployment compensation, 
workmen’s compensation, and also on the techniques of management. 
There are laws against monopolies and various Federal Trade Com- 
mission regulations. Then there are regulations on health from the 
Food and Drug Administration, and so forth. 

Just posing this possibility, and I think there is actuality in it, of 
American capital seeking to avoid these standards that have been 
imposed in this country, and simply go abroad to a country where it 
could be permitted to escape these various regulations, and produce 
for the domestic market, our domestic market, in my opinion if that 
actually occurred, that would hardly create good will among the peo- 
ples of the foreign country. It might create goodwill among those 
who happen to be in charge in running that country at that time, but 
if that country were in control of a dictatorship, or oligarchy, I do not 
think we would be helping very much in combating communism, do 
you? 

Mr. McDonaup. We have been able to compete. We have been 
more able to compete. 

Mr. Curtis. No, sir; you missed my point. I am now directing 
your attention not to our own benefit. I am now taking this point 
where we are trying to create the good will of all free people. What 
1 am, in effect, saying, to paraphrase it, is that we can, if these were 
the techniques used, actually be encouraging a sweatshop operation in 
a foreign country. The point I am raising is do we create good will 
among the people of that country if we were encouraging and helping 
a sweatshop operation to exist ¢ 

Mr. McDonavp. I would fight against sweatshop operations. I 
have been privileged to make many voyages abroad in behalf of our 
Government, in behalf of the Congress of Industrial Organizations 
and the United Steel Workers. It has been my objective in every 
one of those visits to attempt to influence employers and labor leaders 
to better the standards of work, to raise the living standards of the 
people. 

In the Randall Commission, we made special reference to how some 
of these things could be done. 

Mr. Curtis. I appreciate that, and I know your views are that way. 
I am now directing your attention to this particular legislation, this 
preens legislation. I am asking whether or not you cannot actually 

encouraging that type of operation in a foreign country if, in our 
trade negotiations, we were to disregard that factor and simply lower 
tariffs, let us say. 

Mr. McDonatp. We cannot disregard that factor, Mr. Curtis. 

Mr. Curtis. Yet there is nothing in this legislation that calls atten- 
tion to that. 

Mr. McDonatp. I say that the legislation does not go for enough. 
I said that the Randall Commission report, in my opinion, did not 
go far enough. Even that section of the Randall Commission which 





TRADE AGREEMENTS EXTENSION 773 


had reference to labor standards in international competition, and we 
worked very diligently on this, did not go far sional 

If I may, I will try to say what I said in regard to the labor stand- 
ards in international competition section : 

“The above section accepted by the majority with one major dele- 
tion is almost verbatim my recommendation to the Commission. Since 
the majority sees fit to receive my recommendation in its major part, 
I approve the foregoing and would like to have seen the following 
recommendations Spelnded : A principal objective of the International 
Labor Organization conferences should be the formulation of a code 
of fair-labor standards which should include the right of workers to 
organize into free trade unions and engage in free collective bargain- 
ing.” 

{ think this is necessary. 

Mr. Curtis. Do you not think that a tariff is a perfectly legitimate 
technique, for example, of trying to obtain those same objectives? 
Let us get away from this term of protective from the standpoint 
of what it has been said to mean, that is, for the purpose of greed 
and gain, as so many people are apt to say, and let us say it is pro- 
tective of the standards and the very laws we have imposed upon 
our own producers, by the Federal Congress and the State legisla- 
tures. Suppose it is to protect those very features that the tariff 
could be imposed. It could be, and it looks to me as though it might 
be a devise for that purpose, and could be used that way. 

Mr. McDona.p. I think to the contrary, sir. I think a high tariff 
situation would protect the low standards in a country which desired 
to export to us. 

Mr. Curtis. How would it do that, if they canot gain the benefit 
from exploiting labor? By coming into this country, when the tariff 
makes up the differential that they gain from using and exploiting 
labor, how would that work? 

Mr. McDonaxp. In order to get the goods into this country, they 
could really establish sweatshop conditions in a foreign country where 
these fair standards do not exist. So they would squeeze it out. 

Mr. Curtis. They would squeeze it out a little more. Maybe this 
is the way we can get at it. Do you think there are sweatshop condi- 
tions among any of the so-called 40 free countries which we are talking 
about at the present time? 

Mr. McDonatp. I have seen some. 

Mr. Curtis. So have I. Let us suppose that we entered a trade 
negotiation with one of those countries, and lowered the tariff on the 
product that they were producing which would actually enable that 
operation to find a market in this great domestic market of ours. 
Would we not be hurting our cause of mutual good will if we were 
to do that # 

Mr. McDonatp. We would not negotiate under those circumstances. 
We do not have to. 

Mr. Curtis. Precisely. That is what I am getting to. We would 
not. Yet, in this language of H. R. 1 

Mr. McDonatp. I beg your pardon ? 

Mr. Curtis. I say, we would not negotiate, as you say, yet in this 
language of H. R. 1, the bill before us, the Congress is being asked 
to turn over to the Executive these vast powers without any caution 
in regard to the Executive to watch out for these things. In 6 or 7 
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days of hearings, I have not heard any of the representatives of the 
executive department express any concern about this feature in their 
prepared statements nor when I would interrogate them on this subject 
have I heard any concern. 

You say, just as I would say, we would not negotiate with those 
countries on that particular thing. 

In your opinion, did you not think that the Congress, in its wisdom, 
ought to say something in admonition in this bill to the Executive 
that we have set up these standards, the Congress itself has, the State 
legislatures have, and that the Executive in negotiating should have 
some regard for these standards that we have imposed upon our pro- 
ducers in this country ? 

Mr. McDonatp. Of course we should have some concern. 

Mr. Curtis. Do you think we should put it in the bill? We are 
talking about writing some legislation. We are talking about dele- 
gating some vast authorities to the executive department. I am 
asking now, and you are here before us giving the benefit of your 
advice to us—and I deeply appreciate it, and have read your state- 
ments in the Randall Commission report—whether or not you think 
it would be wise for the Congress, in this legislation, to put in some 
language, possibly not restrictive but eiahe admonishing or cau- 
tionary language ? 

Mr. McDonaxp. I would like to recommend, if I may be so bold, 
if you would take the suggestions on pages 62 and 63 of the Randall 
Commission report and incorporate it in the bill, you would strengthen 
the bill. 

Mr. Curtis. I have one other point. Some of the previous witnesses 
have pointed out that the American consumer will get the benefit of 
this free trade. Of course that has been the argument used, too, in 
behalf of sweatshop labor. The consumer would get the benefit for 
a short time, at any rate, of a product of sweatshop labor in this coun- 
try. Would he not? 

Mr. McDonatp. I do not know whether they get the benefit of it. 

Mr. Curtis. They get the material at a cheaper price, and that has 
been the argument advanced by some of the spokesmen in answer to 
my queries on this subject. They have suggested that at least the 
American consumer will get the benefit of this cheap operation abroad. 
I guess it is true. But those are the same arguments that could be 
used for the utilization of sweatshop labor in this country. 

Mr. McDonatp. I am against sweatshop labor in any country. I 
certainly would not want to set up any sort of a situation which would 
encourage sweatshop labor. Aimed at that problem we come up 
with the labor standards and international competition section of the 
Randall Commission report, and we came up with the views which I 
expressed in our report, in the Randall Commission report. We in 
the steel industry, in the metal-manufacturing industries, are still able 
to “skin” almost anybody pricewise, competitionwise, because of our 
skills, our techniques, because of what some people call know-how, 
our sales ability, our imagination, general resourcefulness. We could 
even “skin” the sweatshops. 

Mr. Curtis. I have great confidence in our American people, too, 
Mr. McDonald. I have one other question on page 5, or perhaps it is 
acomment. You state in the second paragraph: 
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Hither we can continue as a full-fledged major member of the family of free 

nations and trade with them or we can retire into a shell of imagined self- 
sufficiency and take the consequences. 
Those are two extreme positions, in my opinion. I do not believe, 
as I read American history, there has ever been such a thing as eco- 
nomic isolationism. Do you have that feeling? Do you think there 
was economic isolationists ? 

Mr. McDonatp. I think so, in the Smoot-Hawley days. 

Mr. Curtis. That was around 1930? 

Mr. McDonatp. Around the 1930 era. 

Mr. Curtis. But our foreign trade was considerable even then, was 
it not? 

Mr. McDonatp. Yes. What I am trying to say is that some people 
try to give off the idea that our country is self-sufficient. Well, it is 
not self-sufficient. 

Mr. Curtis. Ido not know who does. 

Mr. McDonatp. We in the steel industry could not even make steel 
without manganese. 

Mr. Curtts. Who gives off the idea? I have never heard anyone 
seriously advocate that this country is self-sufficient. I have never 
heard anyone advocate economic isolationism or this imagined self- 
sufficiency. It seems to me that a strawman has been built up here 
and that is being attacked. 

Mr. McDona.p. I do not build up a strawman, sir. I think there 
are many writers throughout this country who would try to give 
people the impression that our country is completely self-sufficient. 
We have gone through the old isolationist arguments before. 

Mr. Curtis. I have not heard those things. I have read a lot 
written in the newspaper. I have heard a lot of people who try to 
put up their viewpoint, who put up this argument that I have never 
heard advanced. I have never heard anyone suggest, even the most 
ardent protectionist, that we could live in a shell of imagined self- 
sufficiency. William McKinley, who is regarded as almost the origi- 
nal proponent for protectionism, certainly never had views of that 
nature at all. I am wondering if you really believe that there are 
people that think that in this country ? 

Mr. McDonaxp. I do not think there is any member of this com- 
mittee who believes that way, but I certainly believe there are people 
in this country who feel that way. 

Mr. Curtis. Maybe we will have some witnesses later on that 
subject. 

Thank you. 

The Cuatrman. Mr. Baker, of Tennessee, will inquire, Mr. Mc- 
Donald. 

Mr. Baxer. Mr. McDonald, I have a high respect for your judg- 
ment. I have read very carefully your thoughts on the Randall 

Yommission. I want to ask a practical question. I know you are 
familiar with the extremely distressed conditions in the bituminous- 
coal-mining industry and with the distressed condition of your own 
workers, in CIO, in zinc. What is the answer to that? Is it import 
quotas? Is it taking care of them, as you once suggested, by read- 
justment? I do not want to make that question too long, but should 
it be done in this legislation or in separate legislation? It is all one 
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kindred subject. I am interested in your views and that of the steel- 
workers on that vital question. 

Mr. McDonatp. Let us refer to the bituminous-coal situation. I do. 
not pose as an expert. Mr. Lewis and his associates know far more 
about this than I do. It is a most distressing situation. I think the 
whole problem of the bituminous-coal industry as related to residual 
oil, and the anthracite industry, too, requires separate attention by the 
Congress. I do not speak for the United Mine Workers. They will 
speak most adequately for themselves in that respect. But I feel that 
way, that it requires a deep study. 

Congressman Eberharter is very familiar with the situation over in 
western Pennsylvania right now, where a community by the name of 
Cecil, Pa., is on the verge of going out of business because of the deple- 
tion of the coal mine. Some people say the coal mine is depleted and 
others say it is not depleted. What has happened there? The United 
Mine Workers is making a study, the Governor of Pennsylvania is 
making a study, the United States Steel Corp., the owner of the mine, 
is cooperating, the community in general is cooperating, to find out 
what can be done about that one particular mine, if anything. I think 
this whole problem of the coal industry, which, as you know, sir, has 
been a sickened industry for these many years, requires some serious 
attention. In fact, in the days when I was with the United Mine 
Workers, we worked very diligently on this subject. 

We had the original Davis-Kelly bill, or Kelly-Davis bill, way back 
in the early 1930's, when we tried to do something about this sick 
coal industry, bituminous coal in those days. Since then, anthracite 
has gotten sick. 

Mr. Baxer. I would like to go one step further with it. It has 
reached far beyond the stage of study, let us say, in eastern Tennessee 
and eastern Kentucky, West Virginia, and western Virginia, in which 
four areas almost untold thousands are not just out of employment, 
but have long since drawn all their unemployment benefits and are 
faced with permanent unemployment. 

By mines going out overnight, not going broke, but they just cannot 
possibly produce coal and sell it at a profit, it seems to me that some- 
thing must be done now or there will no longer be one. What is the 
answer to it? 

Mr. McDonatp, I do not think, Mr. Baker, that you impute that 
all of this distress or the majority of this distress comes about because 
of imports. 

Mr. Baker. Could I interrupt? Neither all nor a majority, but a 
substantial portion. 

Mr. McDona.p. You see, this gets into a most difficult field. That 
is why I talk about studies and how industries are interrelated. I 
submit that the automobile, the television industries, electrical manu- 
facturing, refrigerator manufacturing, and practically all metal-man- 
ufacturing industries are closely related to the bituminous industry. 
Steel certainly is. Steel is coal, iron ore, and limestone, basically, with 
some other ingredients added. We have the problem of importing 
residual oil from Venezuela. I was in Venezuela about a year ago, and 
I saw all kinds of coal being imported to Venezuela, coal in the form 
of automobiles, coal in the form of refrigerators, because every time 


I look at an automobile I see steel, -and every time I look at steel I 
see coal. 
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I cannot help it. It is this, and it is being paid for. These are 
products of American manufacture. Practically everything in 
Tenezuela, at least the shops I saw, was of American manufacture. 
Practically everything is being paid for by oil, some of it residual oil 
and some of it refined oil. These things, of course, have an impact 

upon the coal industry and upon our whole economy. 

But, if Venezuela did not sell oil to us, we could not sell these 
manufactured products to Venezuela. Perhaps she then would sell 
her oil to Russia, and then we would have an entirely new set of cir- 
cumstances confronting us. We would then perhaps have a big coun- 
try in Latin America, and a wealthy country, which would be in the 
Communist orbit rather than ours. 

So it does become a terribly complicated problem. 

Mr. Baker. I am not going into the subject exhaustively. I know 
you know a lot about it. Let us talk about the immediate problem. 
Here we are considering H. R. 1, which, in itself, let us say, would 
not have, if enacted a number of years ago, necessarily have caused 
this condition to exist. The fact remains that it exists. A substantial 
portion of it is due to the foreign-trade policies of the United States. 
Assuming that you can prove, as the theory of the import quota bills 
that have been introduced by the bushels in the last 2 or 3 Congresses, 
which have gotten no place, then, if import quota is not the answer on 
residual oil as to coal and domestic petroleum, to some extent—let us 
just say coal—what are we going to do about this permanent unem- 
ployment in coal, legislatively ? 

Mr. McDona.p. If bituminous coal miners, and how many I do 
not know, are being affected by imports of foreign fuels, then we 
make our series of recommendations in the Randall Commission. We 
thought of people like coal miners, to try to take care of that situa- 
tion. There must be interplay of other forces in addition to that 
assistance which the Federal Government can give them. For in- 
stance, in another community, and I beg of you that you do not press 
me because I cannot reveal the name of the company since the matter 
is so secret and only under study now, one particular major steel com- 
pany finds a situation where its mines are being worked out, and finds 
a situation where there are nice communities which have grown up 
because of these coal mines. They have talked to me, the top officials 
of this company, about the idea of establishing a manufacturing plant 
in one of these communities in order to provide employment for the 
ex-coal miners. As they say, nobody has found a way to put coal back 
in the mines. 

That makes sense to me, where private enterprise thinks in terms 
such as those humanitarian terms, and inquires of me as to the wisdom 
of their thoughts, and inquires also of me what the unionization prob- 
lems would be if they put a metal manufacturing plant into what 
was once a coal-producing territory. A1l of those things are important. 

I cannot for the life of me begin to give an idea of what to do about 
the sick man coal. I do not know. I can say this, let us try a lot 

of things. If coal miners are affected by imports, let us try my 
recommendation. 

Mr. Baxer. What is that? Are your recommendations concerned 
with quota or readjustment? First, on import quotas, what is your 
position on that as far as coal is concerned, where affected by a foreign 
trade policy ? 
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Forget for the moment either shifting to some other industry, such 
as the hypothetical Pennsylvania case, where perhaps the coal has 
been worked out, but in a field where the untold millions of tons 
or billions are left and we know it is there. Then is it the idea to 
quit the coal business or put them in manufacturing or somewhere 
else, or is it to do something to keep the coal business healthy ? 

Mr. McDonarp. Again I say that is an entire subject which is so 
interrelated, and I do not know what the figures are about displace- 
ment because of imports. I do not think there has ever been a study 
made. That was another thing we urged in the Randall Commission, 
that somebody in our Federal Government, a committee made up of 
substantial people from the Commerce Department, the Interior 
Department, the Labor Department, and several other departments of 
our Government, sit down and really find out for once in our history 
what really happened, and what is happening today in regard to 
imports. Nobody really knows. Dr, Howard Piquet made a study on 
it, and he did it privately. That is the only source we have been able 
to find which gives any information. Even Dr. Piquet admits that 
his studies are fragmentary. He did not have the money and the staff 
to complete the sort of study which our Federal Government should 
undertake. 

So we talk in abstract terms so often. We do not know, really. 
Again, we urged our committee to recommend, just to recommend, to 
the President, that there be an overall governmental committee to 
really dig into the heart of this problem so that the Congress could 
be informed, so that all of us could be informed, so that we could 
speak and attempt to answer questions. Or, perhaps you would not 
even have to ask questions like that because information would be 
available. 

But we failed. I think it is simple and I do not think it would cost 
much money. I think it could be done with people who are on the 
Government payroll. 

Mr. Baxer. I have one final question. I am not insistent on a 
yes or no, because you are certainly helpful. Assuming that it 
should be established, either by a study group or a declaration of law 
by the Congress, by the Tariff Commission or someone else, the condi- 
tion of the bituminous coal industry both as to production and unem- 
ployment is affected sustantially by the foreign trade policy, then is 
not import quota the answer ? 

In other words, is not import quota the only effective answer? 
That is perhaps a better way to put it. 

Mr. McDonatp. I am in a terribly embarrassing situation, sir, in 
attempting to answer that question. I do not want to quarrel with 
the United Mine Workers’ position on that, and I frankly submit 
that I am not currently familiar with their position on that subject. 

Mr. Baxer. You have been very helpful. I will not press it. 

Mr. McDonatp. Thank you. 

The Cuamrman. Are there any further questions? 

If not, we thank you, Mr. McDonald, for your appearance and the 
very helpful information given the committee. 

Mr. McDonarp. Thank you, Mr. Chairman, very much. I appre- 
ciate that. 

The Crarrman. The next witness is Congressman Harrison A. 
Williams, of New Jersey. 
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Come forward, please. 

Mr. Williams, we know you very pleasantly as our colleague in the 
House, but please follow the usual custom of giving your name, ad- 
dress, and the capacity in which you appear, for the record. 


STATEMENT OF HON. HARRISON A. WILLIAMS, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NEW JERSEY 


Mr. Wiiuiams. Mr. Chairman, I am Congressman Harrison A. 
Williams. I represent the Sixth District of New Jersey, which is 
coextensive with Union County in that State. My district is primarily 
an industrial and residential suburban section of the New York metro- 
politan area. I appear in support of H. R. 1 and in support of H. R. 
229 which is the trade-adjustment bill I introduced last year in con- 
junction with the junior Senator from Massachusetts and which I 
have reintroduced with minor changes this year. The gentleman from 
Pennsylvania, our distinguished colleague, Mr. Eberharter, who is a 
distinguished member of your committee, has also introduced this 
legislation with minor differences. It is my further understanding 
that several other members have introduced similar legislation both 
last year and again this year. 

Turning first to H. R. 1, I would like to only briefly discuss the 
many arguments for this legislation since I realize the committee is 
fully cognizant of these arguments, having heard them many times. 
However, recently the League of Women Voters conducted a study 
of the trade picture in my district and I believe the information con- 
tained therein will be new to the committee. 

I believe my district is a typical eastern industrial area, and, there- 
fore, the results of this study will, I believe, be of interest to you in 
your consideration of this legislation. I would like to discuss the 
results of this study in a moment. 

The arguments for liberal trade policy as against a protectionist 
trade policy have for many years been stated in what appear to me 
to be doctrinal terms. While these doctrinal arguments have validity, 
it appears that the crucial question today is not the doctrinal argument 
for free trade or protection but the compelling need for the United 
States to assume leadership in the field of trade policy in the world. 

At the October 1952 conference in the Soviet Union, Mr. Malenkov 
clearly indicated that the Soviet Union was prepared to use trade 
policy in an attempt to split the free world. They obviously hope 
that ts achieving an ever-increasing degree of economic relationships 
with the free-world nations they will thereby achieve a dependency 
situation making it difficult, if not impossible, for a great many free 
nations to act in a fully responsible way to prevent further Communist 
aggression. 

or example, only recently our Ambassador to Finland appeared 
before the Foreign Affairs Committee and told us that 34 percent 
of Finland’s trade today is with the Soviet Union. 

I would like to say there that he said this was an increase of 100 
percent within the last year. 

Since the Soviet Union is prepared to use trade for political pur- 
poses, this fact alone could be very significant since in future moves 
of the Soviet Union, it would be very difficult for the Finnish Govern- 
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ment to bear its share of the burden in meeting aggression elsewhere 
in Europe. 

The Communists are continuing to expand their trade relations with 
the free world as is evidenced by the fact that since the October con- 
ference in 1952 some 71 trade agreements have been signed between 
the Soviet Union, Communist China, and the other satellite nations 
on the one side, and the free world nations on the other. While the 
Soviet Union has been expanding their trade relations with the free 
world we have failed for 2 long years to develop a stable trade policy. 
During this period trade patterns have been jelling in the world. 
Even if we adopt a positive trade program this year, it will be diffi- 
cult for us to counter the continuing Soviet trade offensive. However, 
this fact cannot alter us from the need to adopt a trade program this 
year; rather, it makes it all the more imperative that we do so quickly. 

Certainly the provisions contained in H. R. 1 are very moderate, 
but they would constitute a step in the right direction of establishing 
a sound trade program for the United States. 

I would like to comment on one other point that is frequently raised 
in connection with the tariff structure in thé United States. I have 
heard it said on many occasions that we have one of the lowest tariff 
rates in the world. This argument is based upon a popular method 
for arriving at the relative restrictiveness of tariff systems which relies 
on the relative height of ad valorem equivalents. Under this method 
of arriving at relative restrictiveness, the duties collected are divided 
by the values of imports subject to duty; thereby the higher this ad 
valorem is, the greater is assumed to be the degree of restrictiveness. 

Now, in the first place, this type of computation has to do only with 
actual imports. Those commodities by which the restrictiveness of 
the tariff are excluded from the United States do not figure in the 
computation whatsoever. Under this method, if import duties were 
so high as to exclude all imports subject to the payment of duties, the 
only remaining imports would be those on the free list and the ad 
valorem equivalent would be zero. Thereby, under this method of 
computation we would achieve the lowest tariff rate in the world but 
by a totally fallacious method. Under this method, the more restric- 
tive the tariffs and the other trade controls, the lower might be the ad 
valorem equivalent of the duties actually collected. 

Another thing I have heard is that three-fourths of our dutiable 
imports in 1951 were subject to rates of duty of 20 percent or less and 
that only 1 percent of our duties were subject to rates of 60 percent 
or more. This I do not believe proves anything regarding the restric- 
tiveness of our tariffs. 

Restrictive duties keep imports out of the United States and once 
they are excluded those imports cease to have any influence on any 
of these statistical computations. In addition, a low duty on certain 
types of commodities sometimes can be more effective in terms of 
restrictive value than high tariffs on other types of commodities. 

In instances where the production of a commodity is highly com- 
petitive, and the difference between cost and selling price is very small, 
a low duty can have the effect of complete restrictiveness. On the 
other hand, in products which are not nearly as competitive and where 
the difference between cost and selling price is great, a high duty may 
not have any restrictive effect at all. The important fact is that for 
many years, if we exclude foreign aid and loans from consideration, 
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countries abroad, particularly European countries, have been unable 
to sell enough in the American market to earn the necessary dollars 
to purchase the tremendous amount of commodities they need to buy 
in our market, thereby creating the so-called dollar gap. 

I would now like to turn directly to the study conducted by the 
League of Women Voters on the trade picture in a typically industrial 
eastern area, namely Union County, N. J. Approximately 25 percent 
of the industries in Union County are included in this study. The 
sampling method was accomplished through the assistance of Public 
Opinions Surveys, Inc., of Princeton, N. J. One hundred and sixty- 
nine companies were interviewed, employing 23,178 people or 27 
percent of the total manufacturing employment. The results show, 
in summary, that in terms of the number of employees approximately 
90 percent are involved in activities which to some degree depend upon 
export for their livelihood. 

In addition, 3 percent indicated that they considered imports to be 
competitive and that they did not export any of their product. The 
remaining 7 percent expressed no interest in either exports or imports. 
Of the 90 percent who expressed an interest in exports as necessary 
in varying degrees for their continuation, some 62 percent indicated 
that they were also involved in producing products which were, to 
some degree, also imported. 

In addition, this survey asked the question; what type of assistance 
the executives of the 169 companies felt would be required to adjust 
should conversion become necessary as a result of lower trade restric- 
tions. The important result of this is that those who answered “No 
assistance necessary,” were executives who indicated they could con- 
vert without any assistance, whereas most executives who said they 
could not convert without assistance are in favor of some form of 
Federal assistance. 

With this study of the results of queries of industrial leaders in a 
typical eastern industrial county as a background I would like to move 
on to a brief explanation of why I feel legislation along the lines of 
that introduced by the junior Senator from Massachusetts, Mr. Eber- 
harter, and myself as well as others is vital. I would also like to 
briefly touch upon the way in which the legislation I introduced would 
operate as well as what it would provide. I certainly make no claim 
that the bill is perfect, but I think that it could constitute the starting 
point toward developing a program to accomplish the objective of 
aiding industries, workers, and communities affected by trade policy 
to readjust toward more competitive lines. 

The decision on trade policy is the decision of the Federal Govern- 
ment. Therefore, the effects of that policy are a responsibility of 
the Federal Government. I believe that it is necessary in terms of 
the economic well-being of this country, as well as in terms of our 
foreign policy, that legislation along the lines of H. R. 1 be adopted. 
That it will benefit the vast majority seems clear, and that it is vital 
to our foreign policy seems self-evident. However, that it might have 
an effect on a limited number of people, estimated at a very low 
figure in the staff papers of the Randall report, indicates to me that 
the Federal Government has a responsibility to assure that such 
affected individuals and companies rapidly readjust to more competi- 
tive lines. I have heard it argued that economic change constantly 
takes place and readjustment is constantly in process in our economy. 

57600—55—pt. 1——51 
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Reasons for such economic change in adjustment are many and varied 
but certainly the Federal Government does not have a responsibility 
to aid every affected industry and worker in the normal process of 
economic change. With this proposition I agree. However, I think 
there is clear evidence that people affected by trade policy are affected 
by a decision of the Federal Government. 

Therefore, this situation is unique and the Federal Government 
does have a responsibility to assist. With this in mind, I have intro- 
duced a trade-adjustment bill. This bill would aid industries pres- 
ently affected by our tariff policy, as well as those which might be 
affected in the future. It seems to me that even those who disagree 
with the proposition I have asserted regarding gradual liberalization 
of trade barriers will agree with this bill, in itself, is neutral on 
the trade question. Regardless of what we do on the tariff issue, I 
feel we all can support this trade-adjustment bill to aid those presently 
affected by our trade policy. 

Mr. Chairman, I suggest that rather than go into the actual ex- 
lanation of this adjustment bill, as it is in my statement, I would 
ike to have it included in the record and would not read it. 

The Cuamman. Without objection, it is so ordered. 

(The matter referred to follows:) 


This bill is not in any sense of the word a compensation bill. It would not 
authorize compensation to either capital or labor for losses incurred because 
of import competition. What it seeks to accomplish is facilitation of the 
necessary adjustments that increased imports in a few cases have made or 
might in the future make necessary. Such adjustments are, and would be, 
negligible in comparison with the economy as a whole, and, in the aggregate, 
would cost very little. 

The bill introduced by Senator Kennedy, Mr. Eberharter, and myself would 
not provide for the establishment of any new Government bureau or agency. 
It would establish an ad hoc Adjustment Assistance Board consisting of repre- 
sentatives of interested Government departments. The new Board would not 
duplicate the functions of the Tariff Commission or any other Government body. 
It would assume responsibility only after the President found it necessary, 
in the national interest, not to accept findings of injury by the Tariff Commis- 
sion but to continue the duties in question in effect. Furthermore, the Board 
would be authorized to invoke the provisions of the act only after the President 
directed it to do so. If the President thought it best, he could decide not to 
invoke it and allow the industry and the workers concerned to make whatever 
adjustments are necessary without Government assistance. He could, of course, 
choose to follow the recommendations of the Tariff Commission and increase 
the rate of duty or impose a quota in order to prevent injury, as existing law 
provides. 

Once the President made his decision, the Adjustment Assistance Board would, 
in those cases where the President so directed, be charged with the responsi- 
bility of determining eligibility for the benefits provided for in the bill. The 
only change this represents is that, at present, the President can and very 
frequently does refuse to accept Tariff Commission recommendations despite 
findings of injury. Under this legislation, when he does so, he could invoke 
the provisions of the bill to aid affected industries if he feels that such aid 
is needed. 

The Adjustment Assistance Board would keep in close touch with the situa- 
tion and whenever, in its opinion, the benefits provided are no longer necessary, 
it would order their termination. The intention of the legislation is not to 
create a new set of vested interests but to facilitate adjustment for affected 
industries which in all likelihood would occur eventually even in the absence 
of such assistance. It is neither compensation nor subsidy legislation. It would 
make easier the adjustments that would occur in the absence of Government 
assistance. At present, the same decisions-by the President leave affected indus- 
tries completely on their own. 
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The bill would provide for technical assistance to companies and communities 
needing it. Such assistance would be directed toward the diversification of 
output into products less vulnerable to import competition than those that they 
have been producing. Federal funds would be used to provide consulting engi- 
neers, market researchers, and other technicians whose services might prove help- 
ful. This responsibility would be assigned to the Department of Commerce. 

The same sort of assistance would be made available to communities. Export 
industries might be encouraged to establish branch plants in communities that 
are particularly vulnerable to import competition. In the case of communi- 
ties, one objective would be to encourage the broadening of the economic base in 
order to provide as wide a variety of jobs as possible for the population. 

In some cases supplementary financing might be necessary. In a number of 
States privately financed industrial development corporations have been estab- 
lished, and these could be helpful in this connection. One function of the Adjust- 
ment Assistance Board would be to facilitate the establishment and functioning 
of such corporations or similar private bodies. In cases where financing by such 
means is not forthcoming, the Small Business Administration Act would be 
amended to permit larger loans for this purpose, if necessary. 

Companies found eligible for assistance would also have the privilege of accel- 
erated tax amortization on new plant and equipment for the purpose of expand 
ing production in lines other than those affected by tariff changes. 

These proposals follow, in many respects, the recommendations made by Mr. 
David MacDonald in his statement regarding adjustment to increased imports 
in the report of the Randall Commission. Mr. MacDonald, president of the United 
Steel Workers of America, was labor’s representative on the Randall Commis- 
sion. Even though the majority of the Commission did not choose to go along 
with him in these recommendations they did think sufficiently well of the recom- 
mendations to give them great prominence in the final report of the Commission. 

Employees of industries and companies found eligible for assistance under the 
program outlined in this bill would be made eligible for extended unemployment 
compensation assistance. Such assistance would be administered through our 
present Federal-State machinery, but the added assistance would be financed by 
Federal funds. The bill provides that benefits in cases where adjustment to 
increased imports is involved should be extended from the present maximum of 
26 weeks to a maximum of 52 weeks. 

Counseling and placement and special training allowances would also be pro- 
vided for, together with special moving allowances. Older workers who are 
unemployable would become eligible for retirement at age 60 rather than at age 
65, as at present, without prejudice to their rights at the regular retirement age. 

Statements made by other members of the Randall Commission regarding the 
proposals of Mr. MacDonald indicate that there is keen interest in this approach 
to the problem. Some members indicated that, although they are in favor of the 
general idea, they did not see how it could be applied with regard to adjustments 
made necessary by increased imports while not being available also to assist in 
making adjustments necessitated by other actions of Government. 

I can see some reason for such hesitancy. But does it follow that because there 
are other cases than those caused by increased imports that are in need of assist- 
ance that we should not concentrate at this time upon the one currently before 
us? It seems to me that rather than holding ourselves back from doing anything, 
in the absence of a fully rounded program, we should take care of the present 
problem. That is what this proposed legislation is all about. 

There may be some who will call the program outlined in this bill socialism. 
Nothing could be more incorrect. There is nothing compulsory about the assist- 
ance provided for in this bill. Nothing in it would give to the State, or any of 
its representatives, any power to push people around or to force them to shift 
from one line of activity to another. Instead, it would, in quite democratic 
fashion, lend a helping hand to those who happen to be situated in uneconomic 
endeavors. It is not central planning. On the contrary, it would facilitate the 
adjustments that would occur in the natural course of events in the absence of 
Government interference. Instead of allowing the natural forces to work them- 
selves out slowly, it would speed them up. 

This is the precise opposition of socialism. It would not substitute decisions 
of the State for decisions by individuals ; but would, rather, make the decisions 
of individuals meaningful. 

This legislation would, in my opinion, make the individual enterprise system 
even stronger than it now is, relative to totalitarian systems. It would go a 
long way toward dissipating unreasoning fear and, at the same time, would 
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strengthen our own economy by bringing the economies of the other countries 
of the free world closer to ours. Unity here means economic strength. Hco- 
nomie strength makes spiritual courage and determination easier, and, together 
with the military preparedness that is already underway, such strength can go 
a long way toward the creation of a truly strong free world. 

The CuatmrmMan. Does that conclude your statement? 

Mr. Wiiu1aMs. Yes, sir. 

The CuHarrman. We thank you for your presentation and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you again. 

The next witness is Mr. Daniel Bell, president and chairman of the 
board, American Security & Trust Co. 

We know you very pleasantly, Mr. Bell, and worked with you for 
many years while you were occupying a responsible position with the 
Government. We will ask you to please follow the usual custom of 


giving your name, address, and the capacity in which you appear, 
or the record. 


STATEMENT OF DANIEL BELL, PRESIDENT AND CHAIRMAN OF THE 
BOARD, AMERICAN SECURITY & TRUST CO. 


Mr. Bett. My name is Daniel W. Bell. I am president and chair- 
man of the board of the American Security & Trust Co., Washington, 
D.C. Iam here this morning because I was Acting Chairman of the 
Public Advisory Board for Mutual Security which made a study of 
our trade policies. That study was made during 1952 and 1953. 

The CHarrman. You are recognized, Mr. Bell, and may proceed 
with your prepared statement without interruption. 

Mr. Beww. Mr. Chairman, and members of the committee, I appreci- 
ate your kind remarks and I also appreciate the opportunity to appear 
before your committee in support of H. R. 1. 

When I left the Government at the end of 1945, to become a banker, 
I thought my days as a witness before a congressional committee were 
ended. Nevertheless, I must confess that I am pleased to be here. I 
have memories of pleasant association with members of this committee 
extending over a period of 25 years. I am delighted to renew these 
old ties. 

This bill before you is designed to extend the trade policy that has 
been in effect in this country for more than 20 years. It would 
authorize the President to enter into reciprocal trade agreements dur- 
ing the next 3 years, that is, until June 30,1958. And it would author- 
ize the President to make certain reductions in duties that would 
enable our foreign trade to continue to expand. The wisdom of this 
policy is justified by the experience of the past 20 years. 

It is not easy to think back to the international economic environ- 
ment of the early 1930’s. The worldwide depression has brought 
with it a great contraction of trade. Unfortunately, many countries 
attempted to escape the effects of the depression by restricting im- 
ports, as if deflation could be cured by restrictions. Our own tariffs 
were at that time higher than they had ever been before or have been 
since. In other parts of the world severe restrictions were placed on 
trade through emergency tariffs, direct import restrictions, and ex- 
change controls. These measures inevitably had the effect of in- 
tensifying the worldwide depression. 
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This destructive process could only be broken by forceful leader- 
ship. Then, as now, the leadership had to be taken by the United 
States. One of the most important means that this country used 
to revive and expand world trade was the reciprocal trade agree- 
ments. The purpose of these agreements was to get a general expan- 
sion of trade through the reciprocal reduction of tariff barriers. 

We have consistently, and I believe profitably, followed this policy 
for 20 years. 

The world is far different now from what it was in 1934. In that 
year, the amount of world trade, measured by exports, was $18 bil- 
lion. In 1954, the amount of world trade, by the same measure, was 
$76 billion. Part of this increase is accounted for by the inflation 
of prices. More than half of the increase in trade, however, repre- 
sents a larger volume of goods moving in world markets. Much 
of this increase in trade is due to the fact that the world economy is 
more prosperous, producing more, consuming more, and investing 
more than it did 20 years ago. The world is also trading a good 
deal more because we and other countries have taken measures to 
reduce the obstructions to world trade. 

This country has been the largest beneficiary from the expansion 
of trade. In 1934, our exports amounted to $2.25 billion. They 
constituted at that time about 12 percent of total world trade. Asa 
supplier in world markets, we were closely matched by two of the 
large trading countries of Europe, the United Kingdom, and Germany. 

In 1954, our exports amounted to over $15 billion. They consti- 
tuted 20 percent of total world trade. Our exports were nearly twice 
as large as those of the second largest trading country, the United 
Kingdom. In the 20 years since the reciprocal trade policy was ini- 
tiated, our trade increased much more than that of any other country. 

It is sometimes said that these trade agreements did not provide 
true reciprocity. It is alleged that we reduced our tariffs and actually 
bought more imports, while other countries reduced their tariffs but 
used direct restrictions to keep out our exports. This is not in ac- 
cord with the facts. Our tariff reductions were matched by tariff 
reductions in other countries. Our exports were facilitated to the 
same extent as our imports. After the war, other factors made the 
demand for our exports exceptionally large and temporarily impaired 
theeapacity of other countries to pay for their imports. During this 
period of postwar disruption, restrictions were imposed by some 
countries against United States exports. 

It is easy to exaggerate the extent to which such measures dimin- 
ished the benefits that we derived from the reciprocal trade agree- 
ments. Our good customer, Canada, for example, which alone takes 
nearly 20 percent of our total exports, does not impose restrictions 
or discriminations on our exports, although it did for a short time 
after the war. That is also true of some countries in Latin America, 
particularly the dollar countries, and of a number of countries in 
Europe and elsewhere. In all these countries, accounting for more 
than half our trade, there has been no limitation on the benefits our 
=o derive from the reciprocal trade agreements. 

“ven in the countries in which there are restrictions against. United 
States exports, the reciprocal trade agreements have been very helpful 
to our trade. Without these agreements, the dollar position of these 
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countries would have been worse and their restrictions would have 
had to be more severe. Their tariff reductions have made it possible 
for more American exporters to compete in these markets despite 
restrictions. 

And as restrictions are gradually eliminated, American exporters 
will secure the full benefits of lower tariffs. The fact is that step by 
step, in country by country, restrictions and discriminations against 
American exports are being reduced, and this trend offers promise 
that they will in time be eliminated. 

Every measure taken by this country to encourage trade facilitates 
the steady progress toward the elimination of restrictions and the 
expansion of world trade. We can confidently expect a steady in- 
crease in the number of countries that will abandon discrimination 
against dollar trade and establish currency convertibility through the 
International Monetary Fund. In a world in which trade and pay- 
ments are balanced at a high level, the practical convertibility of all 
major currencies with the dollar will inevitably come about. 

There has been a noteworthy expansion of international trade in the 
past 20 years. We must not assume that this expansion has come to 
an end. On the contrary, it seems to me that the prospects for a 
further expansion of trade are extremely bright. Just as the recov- 
ery from the worldwide depression of the 1930’s provided the oppor- 
tunity for a large increase in trade, so the worldwide growth of 
production in the 1950’s already has provided, and will continue to 
provide, new opportunities for increased trade. 

The great expansion of production that has taken place in recent 
years has not been confined to the United States. In Canada and in 
1 or 2 other countries production has actually increased more, propor- 
tionately, than in the United States. In the United Kingdom and in 
parts of Western Europe the increase of production between the pre- 
war and the present has been somewhat less than in the United States. 
Tt has, nevertheless, been substantial despite the fact that wartime 
destruction and postwar disruption have until recently hampered the 
economic growth of Europe. In other parts of the world, particu- 
larly in the underdeveloped countries, the situation is less clear. 
There are some countries making rapid progress in production ; there 
are others having difficulty in maintaining a satisfactory rate. of 
growth. 

The prospects for the further growth of world trade are extremely 
promising. The economic basis for such expanded trade already 
exists. In fact, an expansion of world trade is an indispensable con- 
dition for maintaining and stimulating the continued growth in pro- 
duction and income. 

Because of the size of our national economy, because of the com- 
petitive strength of our exporters, and because the dollar is the inter- 
national currency of the world today, United States trade policy has 
become a key factor in determining the level of all world trade. Just 
as there is a close connection between our exports and our imports, 
there is a similar connection between the trade of other countries with 
each other and their trade with the United States. : 

The exports of the United States seem large in absolute amount; 
but they are not large relative to our production of agricultural and 
industrial goods, or relative to the world’s demands for our products. 
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In a prosperous and well-balanced world economy, our trade should 
be even larger. This country needs a steady growth in exports to 
provide part of the markets for our steady growth in production. 
Furthermore, the rest of the world needs our exports to provide the 
consumer goods for magne standards of living and to provide the 
equipment and materials for more efficient production coud 

The world wants to buy our goods and to pay for them out of earn- 
ings. Trade not aid is not just a political catch phrase. It reflects 
the same deep-rooted desire by free nations to live with dignity that 
we see in freemen preferring jobs to the dole. But foreign countries 
can buy our goods only if they can earn the dollars from exports either 
to this country or to other countries that have sold exports to this 
country. Foreign investment by Americans provides a helpful sup- 
plement to earnings from exports to the United States. But foreign 
investment can never be a substitute for an adequate volume of im- 
ports. Other countries must have a good earnings base of dollars 
from trade with this country if foreign investment is to have a sound 
foundation. 

It is no exaggeration to say that the level of imports of the United 
States is the most important single factor in shaping the economic 
environment of the free world. If we import the goods our people 
need on the scale they want to buy, then our exports will increase and 
the trade of other free countries with each other will also increase. 
We all know that if the largest industry in a community is prosperous, 
it raises the trade and profit opportunities for the whole community. 
So, too, in the community of nations; a prosperous United States buy- 
ing all the imports its people want ‘vill generate a healthier level of 
trade for itself and all the world. 

We have made great progress in reducing our tariffs in the course 
of the past 20 years; we have benefited as much as any country from 
the stimulus to world trade that reciprocal tariff reduction has pro- 
vided. It would be a mistake, however, to exaggerate the amount of 
tariff reduction we have actually put into effect or to fail to realize 
that there are still many tariff rates so high and so restrictive that 
they hinder the continued growth of our trade. 

In my opinion, H. R. 1 proposes a modest and cautious program for 
the further reduction of some tariff rates. 

First, the rate of duty on any article may be reduced by 15 percent 
below the rate existing on July 1, 1955. For an article bearing a duty 
of 40 percent ad valorem, for example, the rate of duty could be re- 
duced to 34 percent. Such reductions in duty, at worst, can be of only 
marginal significance to domestic producers. Yet their aggregate 
effect may be quite significant in terms of the additional dollar pur- 
oe power that would be placed in the hands of our customers 
abroad. 

Second, for articles not being imported into the United States or 
being imported in negligible quantities, the President may reduce the 
rate of duty by no more than 50 percent of the rate existing on January 
1, 1945. When goods are not imported at all or are imported in 
negligible quantities, it would seem to indicate either that these are 
goods in which United States producers dominate the markets of the 
world or that the tariff rates are prohibitive. A reduction of such 
tariffs will encourage the import of moderate amounts of specialties 
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m o fields in which the mass market will continue to be domestically 
supplied. 

Third, where the ad valorem duty, specific duty, or combination of 
the two, results in an ad valorem equivalent in excess of 50 percent of 
the value of the article, the President may reduce the duty to no less 
than 50 percent ad valorem equivalent. As the tariff valuation is 
often higher than the price paid by the importer, the effective rate, 
even after the duty is reduced, may remain considerably above 50 
vercent. 

While there may be instances in which the national interest requires 
high duties, we must be alert to see that such excessive duties do not 
shelter industries that cannot meet the standards of productivity and 
efficiency that have made this country preeminent in modern methods 
of production. We sometimes think that a high tariff is a penalty on 
foreign producers of import goods. It is as much a penalty on domes- 
tic producers of export goods. We forget too often that our consumers 
pay the import tax, not only on the quantity imported but on the entire 
quantity consumed. And they pay this tax, not for the general benefit 
for which taxes should be levied, but for the special benefit of the 
producers who demand and secure such protection. 

These three provisions for tariff reduction are alternative to each 
other. Even if all three provisions are applied, the aggregate reduc- 
tion in the rate of duty may not exceed the greatest reduction that 
would have been possible under any single provision. 

The mere grant of this permissive authority to the President should 
in no sense imply that he will exercise such authority indiscriminately. 
I think we can count on the President to act only after careful study 
and only after all possible effects of any action have been fully 
weighed. Moreover, any rate reductions made under these provisions 
are to be put into effect gradually. 

Despite the limited tariff reductions that would be authorized by 
this bill, and despite the fact that they could be put into effect only 
gradually, there will undoubtedly be objection that they may oe 
affect some domestic producers and that the authority to make suc 
tariff reductions should, on that account, be denied the President. 

Such an attitude toward imports would ultimately destroy all trade. 
There is no article that is imported from abroad that does not, directly 
or indirectly, in some small degree, affect the capacity of some Ameri- 
can producer to supply his product to the domestic market. I suppose 
some kind of case could be made out that if we stopped all imports 
of bananas we could increase the sale of apples and oranges. Common- 
sense tells us that we cannot make such a sacrifice of the general in- 
terest to the special interest of some producers. 

No producer has an absolute or exclusive right to the American 
market. Certainly, the interest of domestic producers must count in 
any consideration of trade policy. But the interest of consumers 
must also count. They are entitled to buy goods of their preference 
under competitive conditions. And the interest of exporters must 
also count. Our exporters are entitled to sell in foreign markets the 
goods that they produce, without being confronted by restrictions im- 
—— other countries as a result of our unwillingness to import from 
abroad. 

A trade policy cannot be atomized to meet the special claims of those 
having a private interest in more or less trade in this or that article. 
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Briar pipes, spring clothespins, hides, glue, and wood screws, all play 
their part in our economy. It is quite another thing, however, to say 
that any one of them or their producers should determine our trade 
olicy. 

That is why my colleagues and I on the Public Advisory Board for 
Mutual Security felt, in our study of trade policy in 1952-53, that 
certain features of our trade legislation were unsound. We said then 
and it remains true that there ean be only one sound approach to the 
problem and that is to have a trade and tariff policy consistent with 
the national interest. 

There is no reason why trade and tariff policy should be a partisan 
question. When I became acting chairman of the Public Advisory 
Board, solely for its trade policy study, at President Truman’s request, 
I did so with the conviction that no partisanship could or would enter 
into the study. When I presented our unanimous report to Presi- 
dent Eisenhower, I did so with the satisfaction of knowing that this 
board of Democrats and Republicans, of business, farm, and labor 
leaders, had accomplished what they had set out to do, to present the 
basis for a trade and tariff policy in the national interest. 

The experience of the Randall Commission, in its wider terms of 
reference, was very similar to that of the Public Advisory Board. 
That Commission, also composed of both Democrats and Republicans, 
transmitted to President Eisenhower a constructive report on the 
foreign economic policy of the United States. The bill before you is 
designed to implement the tariff recommendations of that report. 

There is much more that will have to be done to give this country 
a trade and tariff policy suited to our expanding economy. Our 
local and interstate commerce would wither if it were subjected to 
the uncertainties and the inequities that are constantly applied to 
our import trade. We need to simplify our tariff classifications; 
we need to modernize our customs administration. Undoubtedly, 
other measures will be proposed to deal with these problems. In the 
meantime, there is no better way of making progress toward a trade 
and tariff policy in the national interest than to extend the Trade 
Agreements Act. 

The Cuatrrman. Does that complete your statement, Mr. Bell? 

Mr. Bett. Yes, sir, it does, Mr. Chairman. 

The Cuatrman. We thank you for your appearance and the very 
helpful information you have given the committee. 

Are there any questions ? 

Mr. Reep. Mr. Chairman ? 

The Cuarrman. Mr. Reed, of New York, will inquire. 

Mr. Reep. Mr. Bell, we are very glad to see you here. 

Mr. Betz. Thank you, Mr. Reed. 

Mr. Reep. On page 6, you said: 

We said then and it remains true that there can be only one sound approach 
to the problem, and that is to have a trade and tariff policy consistent with 
the national interest. 

I agree with you heartedly, but I do not go along with you on how 
you remedy the situation. We all have views as to what is best for 
the national policy. 

On one page you say that foreign countries have not used quotas, 
exchange controls, licenses, and similar devices to restrict our exports. 
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This is contrary, in my opinion, to the facts presented to the com- 
mittee. I would like to iso what specific facts your statements are 
based on. 

Mr. Betu. I lost the place, Mr. Reed. 

Mr. Reep. This is on page 2, the third paragraph, discrimination 
against the United States. 

Mr. Betx. Which sentence is it? 

Mr. Reep. It is not in accord with the facts. Our tariffs were 
reduced and imports increased while other countries reduced their 
tariffs but used other direct restrictions to keep out our exports. 
I say that your statement is not in accord with the facts. 

I do not know where in the last 20 years, we have received any 
concessions with respect to the various devices that foreign countries 
have used against our goods. If you have a list of them, I would be 
very glad to have you put them in the record. 

Mr. Beuu. I think all of the trade agreements that were put into 
effect gave us concessions, the same as we gave. 

Mr. Reep. But they countered by putting on import licenses and 
other restrictions after they made the agreement. That is the 
problem. 

Mr. Bexu. That was true in a few cases and that situation was 
created as a result of the war. They imposed restrictions after that 
and then only to the extent made necessary by their limited dollar 
earnings. 

Mr. Reep. I will give the example of bicycles. That is probably 
only one of hundreds that you can find in trade agreements. Great 
Britain reduced the tariff on bicycles, but then they put on a license 
system so we could not ship any into their country. But they are 
flooding our country with bicycles. 

Mr. Bett. You speak of their restriction on our exports of bicycles. 
Is it not a very small part of our total production for export, a very 
small percentage? And aren’t we exporting large quantities of other 
goods to them? 

Mr. Reep. That is correct. But in one city, the bicycle manufac- 
turers’ payrolls help support the whole community. I have commun- 
ities where one single payroll supports the entire community, a very 
fine community, with every advantage for fine community life. When 
an import license or —e similar is imposed where a tariff 
advantage has been granted and that licensing requirement nullifies 
that concession, then you are injuring that community. 

Mr. Betz. I have no doubt, Mr. Reed, that you will find situations 
such as you describe. They are exceptions to the rule that large quan- 
tities of our industrial and agricultural products are being exported 
to the countries that have the dollars to pay. 

Mr. Reep. There are thousands of similar communities. In Penn- 
sylvania, if you drive through it, you will wonder what they live on. 

ut somewhere you will see a smokestack, and there is a payroll as a 
result of it. The entire community lives off of that industry. I have 
one little town where there is a population of 1,200, and 1 industry 
supports them all. There are thousands of those frees of communi- 
ties. Already, it has been proposed by Mr. McDonald, a very able man, 
that we have some system or some bureau who will supply the money 
to move that community elsewhere, move the community, scatter them 








TRADE AGREEMENTS EXTENSION 791 


around. It would become a ghost town because it has been injured by 
imports. I respect your opinion, as far as that goes. I am not quar- 
reling with you. But my viewpoint is entirely different from yours, 
I know what these foreign countries do. They take every ible 
advantage, and you cannot blame them too much for that. If they 
want to put on restrictions to keep something out that competes with 
them, they can do it, and they are doing it. 

Mr. Beux. I would think that would be a small volume, however, 
related to the total of our exports. 

Mr. Reep. No, I think it is a very large volume. 

That is all. 

The Cuarmman. Are there any further questions? 

Mr. Srupson. Mr. Chairman? 

The Cuarrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srupson. Mr. Bell, I respectfully ask that you turn to page 6, 
and the last complete full paragraph on that page wherein it stated 
that certain features of our trade legislation were unsound, which was 
a result of the Public Advisory Board for Mutual Security findings. 

What trade practices or what features do you refer to as having been 
unsound as a result of your findings in 1952 and 1953? 

Mr. Betx. I think it is unsound to adopt a trade potiey that picks 
out certain special industries and protects them at the expense of all 
the rest of the country. 

Mr. Smupson. Will you give an example? 

Mr. Betx. We felt that whenever there is a dollar of import, there 
has to be a dollar of export, and that we should look at them all in the 
national interest and not as special cases. 

Mr. Smpson. It is stated that in our tariff laws we took care of 
certain industries. What others are the certain features of trade 
legislation which are unsound ? 

Mr. Betz. I think that there are several features I might call to 
your attention specifically. There is the escape clause. Buy Amer- 
ican Act is another one. 

Mr. Stupson. The Buy American Act is the second. What is the 
other one? 

Mr. Bett. The Buy American Act is a feature in the law which I 
think is unsound. It does not allow the Government to buy at the 
best-prices. The other is the present escape clause. 

Mr. Srwpson. Are there any others? 

Mr. Betu. I would be glad to furnish you a list of them. It has 
been 2 years since I studied this subject. 

Mr. Stmpson. Are any of them being corrected in this bill or in a 
previous bill ? 

Mr. Betz. No, but I think this is a step in the right direction to give 
the President authority to enter into reciprocal arrangements to re- 
duce excessive tariffs that interfere with trade. This bill will help 
some. 

Mr. Srwpson. Does this correct any of those that your committee 
unanimously found to be unsound ? 

Mr. Bex. It would help, to some extent, in the case of the ex- 
cessive tariffs, yes, sir, in the case of the excessive rates. 


_ Mr. Stwpson. Do you recommend that the bill go beyond where it 
Is now? 
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Mr. Bet. I would like to support the President’s recommendation 
on this bill. I think it is a step forward. It is cautious and it is 
moderate. There are other things that need to be corrected and they 
can come later. 

Mr. Stwrson. What is your opinion with respect to the matter of 
providing relief or assistance of some kind in an industry where, as 
a result of tariff cuts, there is unemployment ? 

Mr. Beu. I think that requires some study on the part of Congress 
as to what should be done in those cases. We found in our study that 
disruptions would probably not be greater than many that take place 
in this country every year in the ordinary cause of business. For in- 
stance, the textile industries moving from New England to the South 
was certainly a great disruption to that area, and nothing was ever 
done in that case. I think the automation today that is coming for- 
ward is another evolution, and might require various readjustments. 
You certainly would not think for a moment you would have to give 
relief in those cases. If you reduced many tariffs drastically and 
suddenly, it might cause disruption necessitating some adjustments. 

Mr. Srwpson. You would make it a Federal responsibility ? 

Mr. Beiw. If it were to happen, I think the Federal Government 
ought to study the problem. 

Mr. Stmpson. Would you confine the relief to a community, to the 
worker, or to the worker and the industry, or both? 

Mr. Beui. If the present unemployment compensation did not 
cover the worker satisfactorily, you might want to extend that or do 
something about it. As to whether you would want to cover the in- 
dustry, I think it would depend on the nature and extent of the prob- 
lem. It might be that they could make the adjustment and change 
just as a lot of other industries are constantly making adjustment 
and change. 

Mr. Srmurson. What about the community? 

Mr. Brix. If you took care of the workers, they would find other 
jobs and be doing other work. There is a lot of that going on in this 
country, you know, where industries have left towns, and the towns 
have gone out and gotten other industries to come in. 

a Simpson. Yes, but they are not making a Federal responsibility 
of it. 

Mr. Betz. No, and in general there will be no need for it. 

Mr. Srupson. I want to know whether you advocate the Federal 
Government assuming that responsibility, and, if so—and this is 
equally important—whether you confine that responsibility, if you 
approve of it, to individuals who lose their jobs on account of tariff 
cuts only. 

Mr. Bet. I would merely make it a study on the part of the Gov- 
ernment as to what could be done. I think the problem is being greatly 
exaggerated. The States can handle it, and they certainly should do 
it first. 

New York State has handled a great many of those problems, not 
from tariff reduction but from others, and they have been very suc- 
cessful. 

Mr. Stupson. I must ask you this, then: Are you satisfied with the 
escape clause? 
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Mr. Berti. Well, it is part of the legislation. I am satisfied that 
there can be no objection to a proper escape clause. That is one in 
which the test for applying the escape clause is injury to the national 
economy. That is not the present escape clause, 

Mr. Suwpson. You will suport it as is now? 

Mr. Bex. I am suporting the President’s bill, H. R. 1, as it is. 

Mr. Srwpson. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions ? 

If not, we thank you, Mr. Bell, for your appearance and the very 


helpful information you have given the committee. 

Mr. Forand is recognized. 

Mr. Foranp. Mr. Chairman, I ask unanimous consent to insert in 
the record at this point a statement by the Providence, R. I., Chamber 
of Commerce on the subject of tariffs. 

The CuatrMan. Without objection, it is so ordered. 

(The statement referred to follows :) 


STATEMENT IN RE TARIFFS, ADOPTED BY FOREIGN TRADE COMMITTEE, JANUARY 4, 
1955 ; APPROVED BY GOVERNING COUNCIL, JANUARY 7, 1955; APPROVED BY EXEcvu- 
TIVE COMMITTEE, JANUARY 13, 1955; THE PROVIDENCE CHAMBER OF COMMERCE 


We are in sympathy with the administration’s policy to foster and improve 
world commerce between nations by eliminating all unfair barriers to free trade 
and to lower tariffs when compatible with the proper protection of industry 
within the United States. 

In our zeal to help others, however, we must be ever mindful of the abso- 
lute necessity of protecting our American labor, our standard of living, and our 
industries, which can be easily and needlessly harmed and perhaps destroyed. 

Tariffs are not the only avenues of world relief. There are many and varied 
other adjustments which might be made that would have an even greater salu- 
tary effect on the general well being of all peoples of the world. May we cite 
as an example the present drastic exchange and import regulations of many 
countries of the world. Therefore, we urge all agencies and officials concerned 
to recognize the great harm that can come to American industry in general and 
special industries in particular by reason of unwarranted tariff reductions aimed 
toward a freer flow of commerce between the nations, but actually creating 
destructive competition with countries which have much lower living standards. 

We in Rhode Island are concerned particularly about the future of the textile 
and jewelry industries, which together have the largest number of employed 
persons in this State. We must object to any further reductions in the tariff 
rates on the products of those industries. Foreign competition in these fields 
very definitely indicates the peril point has been passed in respect to their prod- 
ucts. 


The Cuarrman. The next witness is Mr. Bernard Weitzer, Mr. 
Weitzer is national legislative director of the Jewish War Veterans of 
the United States of America. 

Will you please give your name, address, and the capacity in which 
you appear, for the record ? 


STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 
DIRECTOR, JEWISH WAR VETERANS OF THE UNITED STATES OF 
AMERICA 


Mr. Werrzer. Bernard Weitzer, national legislative director, Jewish 
War Veterans, 1712 New Hampshire Avenue, Washington, D. C. 

The Cuatrman. You are recognized, Mr. Weitzer, and may present 
your prepared statement without interruption. 

Mr. Werrzer. Mr. Chairman, and members of the committee, on 
behalf of the Jewish War Veterans of the United States of America, 
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I am happy to express my appreciation for this opportunity to present 
to your important committee our views on the Trade Agreements 
Extension Act which you are considering. 

Many of your members are present who have heard me explain in 
previous years before your committee the long-time support which 
our organization has given to the bills introduced to carry out the 
objectives of reciprocal trade agreements. 

As an outcome of our 59th annual national convention, held October 
1954 in Richmond, Va., the following resolution authorizes me to 
appear before you in favor of this legislation which we hope will be 
enacted in this Ist session of the 84th Congress: 


Whereas the continuation of the cold war has intensified the effects of the 
disruption of world trade brought on by World War II, thus increasing the 
economic problems and difficulties in nations friendly to our country; and 

Whereas these problems and difficulties will take many years for solution even 
though a reasonable accommodation may be reached in the cold war; and 

Whereas such countries and ours are agreed that trade, not aid, should sup- 


plant as rapidly as possible the grants-in-aid which have been made under the 
mutual security program ; and 


Whereas sales of the products and produce of our friendly world neighbors 
will provide them with the dollars to pay for the products and agricultural com- 


modities which they must import from us and which we are eager to export: Now, 
therefore, be it 


Resolved, That the Jewish War Veterans of the United States of America in 
59th Annual National Convention assembled in Richmond, Va., October 13-17, 
1954, urge a 3-year extension of the Reciprocal Trade Agreements Act in a form 
which will make it easy to intensify activities under that act; and be it further 

Resolved, That offshore procurement be expanded in every way possible so 
that friendly nations may earn the dollars which will decrease the need for loans 
and grants and make aid by trade a reality. 

You have had before you the members of the President’s Cabinet 
and other witnesses, experts in foreign trade, in the economics of our 
country and of the world who have presented innumerable sound and 
forceful facts which support the sentiments expressed in our resolution. 

The bill before you 1s moderate in its language and limits the free- 
dom of the executive department rather closely. Please note that the 
first resolve clause of our resolution, urges a 3-year extension of the 
Reciprocal Trade Agreements Act in a form which will make it easy 
to intensify activities under that act. 

The peril-point provision currently in the law, certainly tends to 
slow down negotiations for agreements and makes them more difficult. 
The escape clause tends to vitiate the value of the agreements which 
concluded because the probability of complaints and the uncertainty 
created by possible adverse decisions, halts planning of activities by | 
foreign producers who might otherwise proceed with merchandising 
activities for their products in our markets. 

So far as the escape-clause investigations are concerned, the Jan- 
uary 7, 1955, report of the United States Tariff Commission enum- 
erates the results of 59 applications since the clause went into effect. 

Of these applications, 3 are still pending, 3 investigations were dis- 
missed at applicant’s request; 2 were terminated unanimously June 
1954 without formal findings. 

Fourteen applications were dismissed after preliminary inquiry 
under procedure provided for in executive order. Of these, 8 were 
unanimously dismissed; on 3, the Commission split 3 to 3, and on 
3 the Commission split 5 to 1, 4 to 2, and 4 to 2, 
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On 22 investigations the Commission decided against escape action 
and no reports were sent to the President; on 12, the Commission 
decided in favor of escape action and the report was sent to the Presi- 
dent, and on 3 the vote of the Commission was evenly divided and the 
report was sent to the President. Thus, in response to 5 applications, 
the Tariff Commission has been willing only 15 times, to send reports 
to the President calling for consideration of escape action. In only 
five cases, did the President decide to invoke the escape clause. Three 
times it was President Truman and two times it was President Kisen- 
hower. In 10 cases, the President declined to invoke the escape clause. 
Twice it was President Truman who was involved and eight times 
President Eisenhower declined to accept the recommendations of the 
Tariff Commission. 

This record of escape-clause use certainly does not justify the impli- 
cation that reciprocal trade agreements are ruining our industry in 
wholesale fashion. Over a period of many years, 2 painstaking Presi- 
dents, solicitous for the welfare of our workers and our industries, and 
mindful of our Nation’s security needs, have decided only 5 times 
after weighing all the facts and the recommendations sent to the 
White House by the Tariff Commission, to invoke the escape clause. 

Furthermore, only about 50 products, many of them relatively 
unimportant, are involved in the complaints. 

As a war veterans’ organization—incidentally, the Jewish War Vet- 
erans are, today, the oldest active war veterans’ organization in the 
country—one of our major interests in this legislation is the defense 
and security of our country. The promotion of foreign trade brings 
to us numerous materials which are essential to our defense and which 
are unavailable or in limited supply in our own country. These 
products and others which can find a market in our country under the 
concessions of the reciprocal trade agreements, provide the means 
to pay for our exports to those countries and thereby strengthen our 
economy which is the basic foundation of our defense capacity. 

Likewise, the economies of the countries with which we make these 
agreements are strengthened by their ability to buy from and sell to 
us, the things they need; thereby, they are helped to resist the in- 
filtrations and subversive activities of the Communist regimes in 
Russia and its satellites. Further, their strengthened economies per- 
mit them to build their military defenses against potential aggression 
by Soviet Russia and its satellites. 

To the extent that our neighbors of the free world can be a bastion 
of defense, politically, economically, and militarily, against the only 
potential aggressor whom we might be called upon to face, our own 
country can lessen the cost of its own Military Establishment. We 
can also cut down on grants-in-aid for military and economic needs 
of our allies. 

Most of all, these beneficial results of the reciprocal trade agree- 
ments program can be a very important factor in maintaining peace 
because it will deter Russian aggression which could lead to war. 
Many of you sitting on this committee as Members of Congress have, 
over the years, approved the spending of billions of dollars for the 
costs of war and its consequences. 

When you consider those huge dollar costs and, even more costly, 
the thousands of dead and disabled, the complaints that have been 
made about reciprocal trade agreements will fall into perspective. 
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Methods can be found to allay the problems which create the justifi- 
able complaints without jeopardizing the defense and security of our 
country. 

May I respectfully urge you to enact as promptly as possible the leg- 
islation you are considering in a form which will make it easy to in- 
tensify activities under that act. 

The Cuatrman. Does that complete your statement, Mr. Weitzer ? 

Mr. Werrzer. Yes, sir. If I may stick my neck out and offer a com- 
ment on the question which was raised here earlier this morning about 
this problem of industries being put out of business, and particularly 
the difficulties of the coal business, I would like to state this: I wonder 
what is going to happen 10 years from now when atomic energy takes 
away a big part of this market? 

The CuatrmAn. Does that complete your statement ? 

Mr. Werrzer. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you, sir, for your presence. 

(The following statement was submitted for the record :) 


STATEMENT ON H. R. 1, 84H ConGREss, BY JOHN R. HOLDEN, NATIONAL LEGISLATIVE 
Drrectok AMVETS (AMERICAN VETERANS, WorLD War II) 


AMVETS, a congressionally chartered organization composed exclusively of 
World War II and Korean conflict veterans, appreciate the opportunity to speak 
in support of the provisions of H. R. 1. 

Having witnessed at firsthand during our service on the farflung battlefronts 
of the world, the misery, privation, suffering, and starvation caused by war, we 
believe it is our obligation to speak and our right to be heard on this important 
issue which obviously affects the national security and world peace. 

AMVETS wholeheartedly supports the principle of gradual and selective reduc- 
tions of United States tariffs and the modification of other restrictions on our 
trade with foreign countries. We further support the belief that our trade policy 
is inescapably linked to this Nation’s foreign policy. 

The survival of free nations depends to a great extent on whether the United 
States is able to keep allies who are strong—allies who are willing to cooperate 
in strengthening the free world and resisting Communist aggression. Our tariff 
policy affects the economic strength of our allies. Their economic strength affects 
their military strength and political stability—in short, their value as free-world 
allies, 

We find it extremely difficult to reconcile the action of the 83d Congress on 
this question with the repeated insistence of some congressional leaders that 
strategic trade between the free world and the Communist bloc must be curtailed 
at all costs. We think it timely to point out that some of the free nations already 
appear to be expanding their trade with Iron Curtain countries, because of the 
difficulty they have encountered in developing mutually beneficial reciprocal 
trade agreements with our own country. We believe further that the Communist 
bloc will exploit any opportunities for expanding their international trade which 
the free world provides them. 

Consequently, we strongly urge that this committee give serious consideration 
to the grave problems of United States security and prosperity involved in our 
international economic policy. The measure before you today will permit the 
United States to take the initiative in strengthening the community of economic 
and political interest between our allies and ourselves. It would create less 
indecision about our trade policy by extending the President’s trade agreements 
authority for 3 more years. It would permit modification of many of the present 
technical regulations which tend to hamper and restrict the expansion of our 
international trade. In short, it will permit the United States to assume the 
responsibility of leadership in liberalizing free-world trade. 

We therefore urge that this committee report favorably H. R. 1. 
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The Cuarmman. The next witness on the calendar is Mr. Robert R. 
Nathan, chairman, executive committee, Americans for Democratic 
Action. 


Mr. Nathan, will you please give your name, address, and the 
capacity in which you appear, for the record ? 


STATEMENT OF ROBERT R. NATHAN, CHAIRMAN, EXECUTIVE 
COMMITTEE, AMERICANS FOR DEMOCRATIC ACTION 





Mr. Naruan. Yes, sir. Mr. Chairman and members of the com- 
mittee, my name is Robert R. Nathan. My offices are here in Wash- 
ington, D. C. I am appearing today as chairman of the executive 
committee of the Americans for Democratic Action. 

The CHarrMaAN. You are recognized and may proceed to present 
your prepared statement without interruption. 

Mr. Naruan. Thank you, sir. I appreciate the opportunity to pre- 
sent to you ADA’s views in support of the trade agreements program, 
in general, and, specifically, H. R. 1 which we consider a necessary 
step to further the position of the United States in world trade. 

As an organization pledged to policies for strengthening the free 
world, to enhance the welfare of free people and their ability to resist 

Jommunist aggression, ADA recognizes the fundamental importance 
of international trade and the central role the United States must play 
in world trade. This country is the greatest producer and consumer 
of goods, and what is in the long run good for our economy also in 
the long run benefits the free world. 

In recognizing this, ADA, at its 1954 convention held here in Wash- 
ington declared its support of— 
all measures which would lessen the restrictions on international trade * * * 
and as a minimum the continuation of the present reciprocal trade agreements 
legislation without peril-point or escape clauses. 

That is a quote from the convention platform. 

We take this position not out of altruism or compassion for the rest 
of the world, but because we believe it is essential to the well-being of 
the United States. 

I will not take the committee’s time to review the well-known and 
impressive statistics of United States foreign trade. Suffice it to say 
that an important part of the United States economy, including 
agriculture and commerce as well as industry, depend in significant 
degree on their business abroad, and our customers abroad depend 
on us as a source of supply. 

By the same token, in many essential respects we depend on foreign 
sources of goods which we need, cannot produce, and must therefore 
import. Moreover, it is by now recognized as axiomatic that our ex- 
ports and overseas investments can be maintained only if we buy from 
abroad. Otherwise, we are giving away the goods we export, as we 
have done so extensively in the past. 

Today we have an overriding reason of self-interest in expanding 
trade. Many of our free world partners depend for their very exist- 
ence on international trade. We must help in every way we can to 
encourage many-sided trade among free nations or see them driven 
by necessity to trade increasingly with the Soviet bloc. 

Limitations on trade opportunities will retard economic develop- 
ment of many countries. Japan is the most urgent example and it is 

57600—55—pt. 152 








798 TRADE AGREEMENTS EXTENSION 


encouraging that H. R. 1 contains special provisions to bring Japan 
further into the trade orbit of the free world. 

The reciprocal trade program has proved its worth over 20 years. 
It seems strange now that it should be-fighting for its life. It has 
expanded not only our trade but our friendships. It has hel 
United States industry and agriculture as well as United States for- 
eign relationships. 

The General Agreement on Tariffs and Trade has been successful, 
and is now being negotiated on an expanded, permanent basis. Now 
we have an opportunity to move ahead with this legislation or at least 
maintain our position. 

The conditions of international trade are in many respects like the 
conditions of national trade. Competition and the constant shifts of 
labor and materials to expand and improve production are as necessa 
in the one as in the other. In this competition the United States has 
been spectacularly successful. Just as in our national economic pol- 
icies we seek to maximize our national production, in our interna- 
tional economic policies we seek the overall benefit to the United 
States economy. 

In general, United States industry and agriculture, in spite of higher 
wages they pay, continue to enjoy a competitive advantage because 
of their unapproached efficiency. But ause competition bears 
heavily on some competitors, those perhaps less favorably situated 
or less efficient, the Trade Agreements Act wisely provides for gradual 
reductions in tariffs, and limits the extent of the reductions permitted 
within a specified time. It is clear that the steady progress toward 
lowering trade barriers has not proved incompatible with an enormous 
increase in national production over the past 20 years, while imports 
and exports have risen greatly. 

One of the principal barriers which remains to be removed is the 
uncertainty as to United States foreign trade policy and programs 
which discourage foreign producers from making long-term com- 
mitments for distribution and servicing necessary to enable them to 
serve the United States market adequately. I have had the privilege 
of representing both American exporters and foreign governments. 
Currently, my firm is engaged as economic adviser to the Govern- 
ment of the Union of Burma. We have represented other govern- 
ments. I know from my own experience in representing American 
exporters that uncertainties in importing countries can be as effective 
as tariffs in closing international markets. 

Unless the man who is selling has an idea of continuity and what 
the terms of his sales are going to be for a considerable period of time, 
he is not going to make long-term commitments effectively. 

For this reason, ADA recommends that the Trade eements Act 
be made a permanent part of our tariff laws and that the peril point 
and escape clauses be eliminated so that nations with whom we trade 
will have no doubt that it will continue to be our policy to find and 
effectuate new opportunities to expand trade, both reciprocally and 
unilaterally. 

It is worth noting that nothing has been accomplished under the 
temporary authority, regretfully, in the past 2 years. We agree that 
limits should continue to be set on the permissible extent of tariff 
reductions, so that American producers will also be able to plan with 
assurance and so that the impact will be gradual. Some impact is 
bound to come, but we must face it and recognize it. 
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Granted that foreign competition bears more heavily on some seg- 
ments of industry than on others, we believe that the overall interests 
of the economy, including the conservation of National resources, 
require a high volume of imports. And we believe that direct action 
can be taken to help American industry adjust to competition by such 
measures as those suggested by President David McDonald of the 
United Steelworkers Union, who testified this morning, and who re- 
ferred to his proposals in the Randall report, the Committee for a 
National Trade Policy and those proposed by Senator Kennedy and 
Congressmen Eberharter and Williams in the bills they have in- 
troduced for this purpose. 

These measures include transition benefits for workers; loans, tax 
abatements, and technical assistance to business; and loans and de- 
velopment assistance for communities affected. 

It is important to remember that the number of persons who owe 
their employment to exports is estimated about 3 million—2 million in 
nonagricultural industries and 1 million in agriculture. And the 
number who find their employment in the transportation, distribution, 
and —— of imports is estimated at about 114 million. These 
numbers can be increased as two-way trade expands. 

The risks incidental to tariff reductions are limited. It is estimated 
that there are between 200,000 and 400,000 persons employed, directly 
and indirectly, in the production of goods equivalent to the increased 
imports that would occur if tariffs were entirely suspended; and that 
between 100,000 and 200,000 might be displaced be a general 50 percent 
reduction in United States tariffs. 

Increased imports will certainly result in increased exports. It 
is perfectly clear that even in the most immediate sense, the United 
States has at least as much to gain by expansion of exports as we 
could possibly lose by reduction of tariffs in the modest and gradual 
manner of the Trade Agreements Act. In the full sense, we have far 
more to gain than we have to lose. 

Mr. Chairman, this act is an essential instrument of United States 
foreign economic policy—a policy designed to strengthen the United 
States and the entire free world. We believe that this policy requires 
also that we take measures to increase the flow of capital to friendly 
nations struggling to build up their economies and raise their stand- 
ards of living. 

By the way, we believe that freer trade will create better environ- 
ments in those countries which will be more attractive to the American 
investor. 

It requires steps to stabilize supplies and prices of basic raw ma- 
terials on which so many countries depend for economic and political 
stability. In this interval of political and military stalemate in the 
contest between the free nations and the Soviet bloc, constructive use 
of our unmatched economic strength can be decisive. In the peace 
offensive we can count on the Soviets using every conceivable tice 
and subterfuge to enlist support of independent countries. In this 
competition we, with our unparalleled productive capacity, have every 
advantage if we will only use it. 

The CuatrMan. Does that complete your statement, Mr. Nathan? 

Mr. Natuan. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 
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Are there any questions? 

If not, we thank you, sir. 

Mr. Naruan. Thank you. 

The Cuarrman. The next witness appearing on the calendar is Mr. 
Wade G. McCargo, past president, National Retail Dry Goods As- 
sociation. 

Come forward, please, sir. 

We appreciate your presence. Will you please follow the usual 
custom oF giving your name, address, and the capacity in which you 
appear? We will be glad to hear you. 


STATEMENT OF WADE G. McCARGO, PAST PRESIDENT, NATIONAL 
RETAIL DRY GOODS ASSOCIATION 


Mr. McCareo. Thank you, Mr. Chairman. 

My name is Wade G. McCargo. I am the past president of the 
National Retail Dry Goods Association, and president of the H. V. 
Baldwin Co., a small department store in Richmond, Va. I am ap- 
pearing here to day as the representative of the National Retail Dry 
Goods Association, an association of 7,500 department, specialty, and 
chain stores doing an annual volume of $11.5 billion. ur members 
employ more than a million men and women in their enterprises. 

Last year, our organization turned its attention to the problem of 
America’s foreign trade policy. A committee of our organization, 
headed by Prof. Malcolm P. MeNair, of the Harvard Business School, 
explored the question of the retailers’ interests in foreign trade. 

At the conclusion of that study, our organization agreed that retail- 
ing today should take its position alongside those other important 
business groups in the United States which are recognizing the neces- 
sity of replacing the present unsatisfactory foreign economic-aid pro- 
gram with a solid structure of international trade. A week ago, at 
our annual convention, this general position was reaffirmed. 

We retailers and our more than 1 million employees have more than 
a theoretical interest in this subject. Our jobs and our investments 
depend upon our ability to put the largest volume of goods at the 
lowest possible prices in the hands of the American consumer. I 
would like to explain here that the retailer must provide his customers 
with the goods they wish to buy; he simply serves as the purchasing 
agent for his customers. 

While most of the goods we sell, I would say about 96 percent, are 
made in the United States, an important fraction of our total volume 
comes from abroad. In fact, about $2 billion of finished manufac- 
tured goods are imported annually into this country. 

We retailers handle foreign goods for only one reason—our cus- 
tomers want them. In a free economy the consumer can make their 
wants known. We do not go out of our way to handle these goods, but 
are simply performing our fundamental duty. Handling foreign- 
made merchandise is not an easy task. Many stores send their buyers 
abroad or retain foreign buying offices to assist them. We have to 
bring these goods through customs, an operation that is most difficult 
and perplexing, I can assure you. 

Finally, we have to take our chances on the amount of tariff which 
our Government will eventually decide to levy on the goods. Since 
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we normally do not. know this final figure until 10 months or so after 
we import the merchandise, our risks are redoubled. 

As you can see, this is a difficult, costly, and time-consuming prob- 
Jem. Anyone importing manufactured goods is in a business full of 
special diffieulties, many of them provoked by our tariff laws and 
customs procedures. 

I am not appearing here today as an expert on foreign trade. I 
simply want to tell the committee that, as a retailer whose customers 
want foreign-made goods, I want to lend whatever aid I can toward 
the end that my job will be easier and less complex. 

From a retailer’s point of view, tariff structures that are too high 
and customs procedures that are complex and uncertain in their appli- 
cation stand in the way and interfere with the free interplay of supply 
and demand. 

May I just mention here that in a great many instances, smaller 
stores, such as ours, are completely unable to deal in merchandise 
other than that which is brought in by importers and bought second- 
hand, because of our complex procedures. 

This committee may be told that the United States is a low-tariff 
country and that our existing tariff levels are not high enough to keep 
out foreign goods. I believe that this approach needs some qualifi- 
‘ations and that we should not rely solely on averages. We retailers 
do not deal in averages. We deal in individual commodities and we 
are constantly exposed to tariff rates that prevent us from importing 
some product or products that our customers want. 

Most of you, I am sure, are aware of the fallacy of averages, when a 
man tried to wade the river that averaged 3 feet in depth and drowned 
in the middle. 

The confusion that exists could be spelled out with a brief illustra- 
tion. There are 29 tariff classifications for lace with duties ranging 
from 30 percent to 90 percent. On one type of lace the same pattern 
produced on two different kinds of machines, there is a different tariff 
rating, even though it is exactly the same pattern and quality of lace. 
Curtains with lace edges are subject to a 60- “percent duty. Flouncings 
and edging duties run from 60 percent to 90 percent and some wool 
auto robes are dutiable at over 100 percent. 

The rates on many items outside the textile field are just as high. 
Chemical stoneware and porcelain are subject to a 60- or 70-percent 
duty. Costume jewelry bears duties ranging from 60 percent through 
140 percent on some types. Razors are taxed at over 100 percent; 
some fishing tackle bears a 68-percent duty, and so it goes. 

These figures I mentioned are higher, much higher, than any aver- 
ages that I have been quoted, but as I said e: arlier when my customers 
want French gloves, Italian handicraft items or laces, I cannot deal 
in averages. The duty on the particular item is my only concern. 

Our interest in a soundly based trade program is not theoretical. 
Our association’s resolution provides that in any program of trade 
liberalization, the national interest should be the guiding criterion. 
I do not believe that American tariff rates should permit merchandise 
made at slave-wage rates to be poured into our country to compete 
with our free labor. 

After all, our customers could not buy the merchandise in our stores, 
let alone the foreign goods which we import, unless they were em- 
ployed and well paid. 
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But, on the other side of the problem, I firmly believe that there 
is ample economic justness to the proposition that freer trade between 
the free nations of the world will do more to create the kind of eco- 
nomic atmosphere that will lessen the threat of a third world war. 
In this regard, I want you to know that we believe that businessmen 
in America dealing with businessmen abroad without artificial bar- 
riers either on this or the other side of the ocean will provide the 
best defense against communism. 

Our support of the reciprocal trade program rests on this belief. 
We believe that America wil become stronger, economically, if freer 
trade becomes an accomplished fact. I have heard foreign producers 
say that their trade barriers are due to a degree to the high walls we 
have built here. This is not the way to accomplish what we all want. 
Certainly I would much rather sell more foreign-made goods to the 
customers of my store than to see our program of direct economic aid 
to foreign countries continue. By the same token, I know that the 
more we buy from abroad the more those people can and will buy 
from us. I feel that more foreign trade will create more jobs in this 
country. 

The records will show, I am told, that some 414 million Americans 
depend for their jobs upon foreign trade. Certainly the jobs of more 
Americans depend on the export of chemicals and electrical goods, for 
example, than are displaced by chemical and electrical goods imports; 
more farmers live on the export of cotton than compete with imported 
Italian garlic or Danish blue cheese; and the same is true for a dozen 
other industries with which this committee will be concerned. 

American growth depends on growing industries, on industries 
whose costs are low and getting lower. These are the industries which 
are busy competing in world markets. These are the industries which 
have chosen to safeguard their capital and their jobs by lower costs 
rather than by higher tariffs. 

In conclusion, let me say that the greatest assistance we could 
receive in this revamping of our international trade program would 
be a stabilization of our tariff rates and procedures for importing. 
The foreign producer and the American importer must be assured 
that the rules of the game will not be changed at odd moments. Those 
who import must know that the valuations on the products they 
import will not be changed after the goods have been put on sale. 

. the purchasing agents for the consuming public, we believe we 
are representing the best interests of our customers when we tell you 
that H. R. 1 should be passed. 

The CuammMan. Does that complete your statement, Mr. McCargo? 

Mr. McCaroo. Yes, sir. 

The CHarrMan. We appreciate your appearance and the informa- 
tion given the committee. 

Are there any questions? 

If not, we thank you, sir, for your appearance. 

Mr. McCareo. Thank you, sir. 

The CuHatrman. The next witness on the calendar is Mr. A. T. 
Brown, executive vice president, Caterpillar Tractor Co. 

Mr. Brown, would you please give vour name, your address, and 
the capacity in which you appear, for the record ? 








TRADE AGREEMENTS EXTENSION 803 


STATEMENT OF A. T. BROWN, EXECUTIVE VICE PRESIDENT, 
CATERPILLAR TRACTOR CO. 


Mr. Brown. My name is A. T. Brown. I am executive vice presi- 
dent of Caterpillar Tractor Co., a company I joined in 1928. During 
my 26 years with Caterpillar, I have had an opportunity to acquire 
considerable business experience and to observe developments which 
seem to have a bearing on this inquiry. I am pleased to offer a brief 
summary of facts and opinions which I think may be pertinent. 

Caterpillar Tractor Co. was formed in 1925 as a merger of two small 
ee crawler-tractor manufacturers. Its principal products are 

iesel crawler tractors, heavy-duty off-highway wheel tractors, diesel 
engines, motor graders, earthmoving equipment, and replacement 
parts for these prime products. The principal markets into which 
Caterpillar machines are sold are, without using any particular order, 
agriculture, construction, governmental, logging, and mining. 

Our machines are bought for only one basic purpose, to accomplish 
a = of work better, quicker, and cheaper than it can be done by any 
other available means. Our products achieve cost reduction through 
labor saving, resulting in capital conservation and the creation of 
wealth through profitable use of the machines. 

The only exception to the general basic purpose of acquiring Cater- 
pillar products, and it may not really be an exception, occurs in time 
of war. With only a change of paint from Caterpillar distinctive 
highway yellow to olive drab, our machines become standard War 
Department vehicles; and Caterpillar has always been the major 
supplier of crawler tractors to the Allied Forces. 

In its year of formation nearly 30 years ago, Caterpillar had 2 
small] plants and employed 2,500 people. Today it employs 28,000 and 
has 6 plants located at Peoria, Joliet, and Decatur, Ill.; Milwaukee, 
Wis.; San Leandro, Calif.; and York, Pa. Foreign subsidiaries 
operate in England and Brazil. The small but good original distri- 
bution system has grown into a worldwide organization consisting of 
355 independent dealers which, with branches, operate at more than 
800 places of business. Almost half the number of dealers operate 
outside the United States—in every country outside the Iron Curtain. 

Caterpillar sales have ranged from a low of $13 million in 1932 to 
$477 million in 1952, and were $400 million in 1954. More significant 
to the purpose of this statement, however, is the fact that approxi- 
mately one-third of our sales go to foreign countries. This, we 
believe, makes us one of the largest exporters of heavy machinery 
from the United States. And the amount of our business going to 
export markets is not truly indicative of what export sales could have 
been under more favorable international trade conditions. 

Export business has been achieved despite exchange controls, import 
restrictions, and tariff barriers imposed to some degree by practically 
every country into which machines have been sold. Without such 
limitations and in a climate more favorable to international trade, 
the amount of our exports would certainly have been substantially 
higher in amount and larger in proportion to our total business than 
in 1954. 

Now, what does this mean to Caterpillar and to those who are 
related to it as employees, customers, suppliers, and stockholders? 
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It is obvious that the more customers we have the more ple we 
can employ. Without its export business, Caterpillar ocala need 
the valuable services of about a third, or almost 10,000 of its people 
employed in the United States. Its United States payroll in 1954 
would have been about $45 million less than it was. the greater part 
of the shrinkage would have occurred in Peoria, Ill. a community 
of about 135,000 population. The jobs of thousands of our people 
and of many employed in local services are protected, therefore, not 
by United States tariffs designed to obstruct imports but by our 
ability to export. 

The people we employ directly are, of course, only a part of the 
employment created by our needs for goods and services. Much more 
employment is supplied by others with whom we spent in 1954 almost 
$200 million. 

A very high pereestaae of that amount represents the cost of labor 
performed by the employees of our suppliers. In the last 9 years, we 
have also spent over $170 million for land, buildings, machinery, and 
equipment to expand our manufacturing facilities in the United 
States. Traced back to origin, nearly all of those expenditures repre- 
sent wages paid for labor. 

Some of our suppliers may not themselves be exporters, but we, in 
effect, are either directly or indirectly exporters for them. And so 
it is with everything we consume in the processes of production or in 
providing the facilities for production. Were it not for our export 
business, we would not have required approximately a third of all we 
bought from others. And our suppliers would not have spent many 
millions of dollars to increase their productive capacity to take care 
of our requirements for export sales. 

All this points to the fact that many who are not themselves direct 
exporters of goods or services are nevertheless dependent upon exports 
by others like ourselves for an important part of their business. This 
should always be kept in mind when so-called protective tariffs are 
discussed. < 

As to customers, they are the major beneficiaries of the great advan- 
tages which result when volume reaches levels justifying mass produc- 
tion techniques. These techniques require heavy capital investment 
which can only be justified when the volume is large enough to permit 
it to be amortized over a reasonable period to produce lower costs 
per unit of output. : : ! 

It is such capital investment which has given the United States its 
superiority in productivity over other nations, superiority sufficient 
to overcome the lower foreign wage costs which may be a third of our 
own. Modern productivity is determined more by the capacity of 
the machine than by the physical effort of the operator ; ep work 
people often work far harder in terms of physical effort than the 
factory worker in the United States because the foreign worker often 
has to work with inferior tools and equipment. 

The desirable trend is toward employing men’s brain power to a 
greater extent than their physical strength; and the extent to which 
this country has moved in that direction is illustrated by its much 
higher capital investment and horsepower behind each producer than 
exists in other countries. 

Mass production for mass sales has achieved lower costs and prices, 
and made possible better working conditions which enable the worker 
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to produce more output for less personal physical input. This higher 
productivity has made possible not only the higher wage level of the 
American workmen but has also permitted their wages to have more 
real purchasing power—even in the face of inflationary forces operat- 
ing to depreciate the value of our money. 

Just as every domestic order increases production requirements, so 
also does every foreign order. In the processes of investment and pro- 
duction, there is no distinction between the two. The more orders, the 
better. As our volume of business has grown, so also has our oppor- 
tunity to justify capital investment for more and better ways of cutting 
costs and keeping prices down. 

There is nearly always a higher level which marks a point of higher 
investment justification, and to the extent that its attainment is accel- 
erated by added foreign business so are the benefits accelerated to all 
concerned. 

For example, the American farmer is able to buy our tractors at 
_ lower r elative prices because our export business has permitted greater 
mass economies than would otherwise have been possible. The farmer, 
too, is an exporter. The lower his production costs, the better posi- 
tion he is in to reach into broader world markets. 

But the farmer’s ability to export is handicapped, as others are, by 
limited dollar exchange abroad. The recent decline in farm income, 
which has had a noticeable effect upon our domestic economy, may, 
T understand, be attributed in part to a shrinkage of farm exports 
which has had a depressing influence on farm-product prices. How 
much better it would be if other peoples of the world who need our 
farm products for their subsistence could earn in international trade 
more dollar-purchasing power with which to buy from us the large 
surpluses our farmers are capable of producing. 

The advantages of high-production volume which make possible 
lower commercial prices ‘ies these same or still lower prices avail- 
able to the United States Government for its requirement for the mili- 
tary and civilian services, thus contributing to lower cost of govern- 
ment. 

Another benefit accruing from Caterpillar’s export operations is, 
of course, our ability to earn enough to pay substantial Federal taxes. 
Exclusive of many excise taxes incorporated in our production costs, 
and including only income and excess-profits taxes, we paid a total of 
$161 million over the 5 years 1950 to 1954, inclusive, for an annual 
average of $32 million. 

Without the extra volume created by export business, our Federal 

tax payments would have been far less, much more than a third less, 
because the top third of our sales volume is the most profitable. This 
is because the additional production volume makes possible lower 
manufacturing costs. 

At present, some of our foreign markets are encountering or are 
threatened with severe contraction, a few toward the point of extine- 
tion. In only rare instances is unprotected foreign competition the 
important factor. In some cases high import duties, combined with 
Jong-haul transportation costs, result in landed prices which limit 
foreign ability to buy. However, the most important factors adversely 
affecting imports from the United States are restrictive exchange con- 
trols and import limitations imposed by certain foreign governments 
for the stated purpose of conserving scarce United States dollar ex- 
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change. This is often utilized in a way to protect local government- 
sponsored enterprises. The exercise of such controls produces the 
same effect as outright discrimination against American products. 

In such circumstances, there are usually several courses of action 
open to a United States manufacturer. One is a slow drift into 
gradual abandonment, although that can hardly be called a course of 
action. In more positive terms, solutions are usually to be found in 
foreign manufacturer, either through direct owner-managed invest- 
ment in foreign operations or through license arrangements with ap- 
propriate foreign concerns. Both methods have their proper place 
and both have the same effect of transferring some production from 
the United States to the foreign country. 

Whenever, to retain foreign markets, manufacturers, such as our 
company, are obliged to substitute foreign mans setoring operations 
for those in the United States, the result is a reduction in their require- 
ments for American labor, material, supplies, and capital equipment. 
The net effect of this seems disadvantageous to the United States and 
even to some United States industries which seek protection from — 
foreign goods, but which indirectly enjoy the benefits of foreign busi- 
ness as suppliers to companies whose exports are a substantial portion 
of their total business. 

Every time people of other countries are denied the opportunity to 
earn dollars, United States exporters are deprived of opportunity to 
export. Protection for the a of protection is a policy of robbing 
Peter to pay Paul, and frequently Peter and Paul are one and the 
same person. 

For our part, we are seeking no form of protection from competitive 
foreign machinery. Nor, when we undertake foreign investment, are 
we seeking to have any tax-supported agencies of the United States 
Government give us guaranties or insurance of any kind in connection 
with it. Where we decide to invest, we attempt as best we can to 
appraise the risks of the situation and then, if they are not so great 
as to endanger unduly the prospect for gain, we take the risks, and 
with our own company funds. That, we understand, is one of the 
functions and purposes of free enterprise. 

If foreign investments are to be rewarding to those who are takin 
the risks, they should sooner or later produce returns, and, we woul 
hope, returns commensurate with the greater risks. 

But, it will be observed, our United States Government is taking no 
part of these risks, nor is it doing or being asked to do anything in 
particular to protect us from loss resulting from our making them. 
In the circumstances, we do, therefore, believe that it would be onl 
fitting if, as, and when we may be fortunate enough to receive divi- 
dends from our foreign investments they not be subjected to any taxa- 
tion at all by this country. Before those dividends reach us, any 
profits will have been subjected to foreign income taxation, and even 
when that is lower than the effective United States rates, there would 
seem to be no real justification for imposing any additional levy here. 

In considering ways and means of promoting foreign investment, 
more stress should, we believe, be placed upon encouraging the gov- 
ernments of some of the other countries to be more cooperative in 
developing such investment. In particular, we believe steps might 
be taken to induce other countries to be more receptive to the idea of 
permitting imports from the United States of such basic materials or 
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key parts of complete units, as for reasons of quality, availability or 
cost, cannot be commercially obtained within the foreign country. 

This is particularly important where the foreign-made product is 
expected to be exported into world markets in competition with the 
American-made product. Imports of special materials and parts may 
be the determining factor in the practicability of an investment. 

Another suggestion which I would offer is that international trade 
be viewed first and foremost as a means of developing our own eco- 
nomic growth. By the example of one concern, I have attempted to 
show what export business can mean to the thousands of lives. touched 
by its activities. Without exception, we claim the results to have been 
good for all concerned, with harm to none. The processes by which 
these results were obtained should accordingly be carefully preserved 
and developed still further. 

And when I stress our own country’s economic growth as a major 
objective, I do so not in terms of harm to others. In international 
trade, one country’s gain is not another country’s loss. As in ordinary 
domestic commerce, there is always an exchange of what each has for 
what each wants: and just as that has produced tremendous benefits 
by filling wants within one country, so also has it offered the prospect 
of progress toward the same constructive satisfaction on a broader 
world scale. 

The greatest single aid to more and better international trade would, 
of course, be the free convertibility of currencies, and particularly of 
the so-called soft currencies into United States dollars. Achievement 
of this, however, would seem to depend largely upon more favorable 
trade balances among those nations presently short of dollars. At- 
tempts to ameliorate this situation are being made through both sales 
into the United States of America and greater curtailment of pur- 
chases from the United States of America. But, taken as a whole, 
progress toward a solution is surely to be found in more trade, not 
less. 

The main direction of our effort should, accordingly, be to minimize 
restrictions and maximize the development of more opportunities. 
This is the direction advocated in President Eisenhower’s program. 

In offering these comments, I have not attempted to prescribe a na- 
tional foreign-trade policy, and I know of no panacea which would 
resolve all the problems. Rather, I have, for the most part, preferred 
to confine myself largely to what we ourselves do in practice, and to 
tell of it, because it reflects what we believe. Appraised against that 
background of practice and experience, we find our thinking and our 
actions in general accord with the policies being advocated by Presi- 
dent Eisenhower as reflected in his recent statements on the subject 
and in H. R. 1. 

Now, we in America who are strong advocates of competition under 
free enterprise claim it to be a universal principle, and yet some would, 
at the same time, seek to limit its application to areas within lines on 
maps. The inconsistency would seem to be obvious, and has been ob- 
served, of course, by those who look at us from abroad. 

We, in our company, view true competition as a universally con- 
structive force which operates not only to the benefit of the customer 
but also to the benefit of the producer. On our part, it forces us not 
only to meet competitive prices but also to race against the others 
of our industry in research and engineering design, in manufacturing 
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processes and techniques, in distribution methods, and in manageriat 
competence. The competition of ideas as expressed commercially in 
eecibita should not be kept out of the market place. Competition 
to us is a creative force, not a destructive one, and if it truly is a prin- 
ciple, then it surely should be worldwide in its application. 

Let us not, therefore, defeat the good work of American precept 
by advocating our way of life as an example of what others should 
do, and then restricting their freedom to do it. What we need in 
this world are more friendly countries like the United States, and 
the least we in business can do is refrain from retarding on a wider 
scale the great progress which we, ourselves, have been wise or for- 
tunate enough to foster and enjoy. 

It should, accordingly, be our general national policy to try to let 
the peoples of friendly foreign countries help themselves by not 
denying them proper opportunity to earn dollars by competing with 
us under our laws. In general, the principal use to which dollars 
so earned can be used is to buy the products of American labor and 
investment. Favor toward one industry will usually create discrimin- 
ation against another, but the injured may well be companies like ours 
who are not direct parties in the action. This means that our duly 
constituted authorities should be most farseeing in contemplating 
any action which would restrict or shut out foreign products from 
coming into the United States. How circumspect they need be is, I 
believe, a matter which can best be examined in the light of each par- 
ticular case. 

In conclusion, if I were to try to leave any one guiding thought, 
it would be that rather than devote our time to seeking and creating 
new plans, new rules, new laws, we set about wiping out the artificial 
restrictions which throughout the world are presently impeding trade. 

What is needed more than any one other single ingredient is more 
freedom, and this country is in good position to set an effective ex- 
ample. This cannot be achieved quickly. And change should be 
made only by orderly process permitting reasonable adaptation to 
the change. But the time is here now when we should determine a 
clear course of action, make the direction of it known to the rest of 
the world, and then proceed to move firmly in that direction. 

We should not wait for others; rather we should show them how, 
and then, with clean hands, be in better position than we hold today 
to demonstrate why the American pattern points the way to interna- 
tional cooperation and prosperity. 

The CuatrmMan. Does that complete your statement, Mr. Brown? 

Mr. Brown. Yes, sir. 

The CHatrman. We thank you for your appearance and the very 
helpful information given the committee. 

Are there any questions? 

Mr. Srupson. Mr. Chairman? 

The Cuatrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stmpson. Mr. Brown, am I correct that you are stating here in 
effect that if some other country of the world wants your corporation 
to build a plant in that country, that what they should do is impose 
some restrictions against permitting you to come in there and sell your 
machines which were aoe in the United States? 

Mr. Brown. No. I hope I did not convey that impression. 
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Mr. Stupson. On the bottom of page 6, you say— 


both methods have their proper place and both have the same effect of trans- 
ferring some production from the United States to the foreign country. 

On the top of page 7, you say that that means we include American 
labor and so on. You refer to limitations, restrictive exchange con- 
trols, and import limitations imposed by foreign governments, for the 
stated purpose of conserving dollars. 

Do you not suggest in here that you would move abroad with a plan 
if you had limitations on the other side against buying here? 

Mr. Brown. We do not want to move abroad. But if an old-estab- 
lished market of ours is in danger of being lost by reason of exclusions, 
then we have to determine whether we can enter those markets with 
appropriate investment and retain it. 

Mr. Smovpson. That is substantially what I am trying to say. 
Namely, if the country in which you now have established markets, 
for some nationalist particular reason of their own, sees fit to limit 
you from imports, you would then consider moving a plant into that 
area, with the possible loss of employment here at home. 

Mr. Brown. If the market was sufficiently attractive we would 
consider it. 

Mr. Srvpson. Is that not, as a matter of fact, our policy without 
regard to limitations imposed by the foreign country upon imports? 
Are we not endeavoring to encourage all the American capital to go 
abroad that we can, to set up plants? Are we not trying to persuade 
your company to go abroad and set up plants? 

Mr. Brown. Some of those actions may lead in that direction. 
But on the other hand, the countries into which we ship our goods are 
largely those that require our equipment to develop their own re- 
sources and, in so doing, they are able to create more exchange and 
more purchasing power for other American products. 

Mr. Sureson. Do you approve of the idea of persuading or inducing 
American capital to go abroad to build plants, and to manufacture 
abroad things which they now manufacture here? 

Mr. Brown. Where it is economical to be done. 

Mr. Sraeson. Do you mean where the company can make more 
money by doing that? 

Mr. Brown. No. If I may use an example, our scrapers are very 
large and heavy. Transportation costs are high. Techniques are 
simpler than those required to manufacture a crawler tractor. It is 
possible that it is economically wise to manufacture scrapers overseas 
and, in so doing, conserve exchange which can be used for the purchase 
of crawler tractors made in this country to go with those scrapers. 
We are able to promote more overall business for the company by 
licensing some of our products to be made abroad in order to conserve 
exchange so that the conservation may be used for the buying of 
crawler tractors made in this country. 

Mr. Stmpson. Applying that to any other product, razor blades or 
any of the other things, suppose a company decides to go abroad, do 
you think that the market here should then be made available to the 
products of that American-owned factory abroad ? 

Mr. Brown. We have no objection. We have a licensing arrange- 
ment. with a British manufacturer. If that can come into this coun- 
try and compete against us, we have no objection. We have imposed 
no restrictions on our licensee as to whether he may sell his goods. 
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Mr. Simpson. Speaking of business generally, do you think that 
we should, therefore, use the lowest production cost area, and that area 
a the manufacturing center for the goods shipped into the United 

tates ¢ 

Mr. Brown. I think when you say the lowest labor area, you have 
to include all costs. 

Mr. Srmpson. I said lower production costs. I have Japan in mind. 

Mr. Brown. I am inclined to believe that competition, low-cost 
production, should find its natural market wherever it can. That 
has been our philosophy. 

Mr. Stwpeson. Then with respect to your company, if you can pro- 
duce cheaper in Japan, you would feel free to move over there and 
supply the world from Japan, or if you could do it cheaper in England 
you would feel free to go there and manufacture there and ship all 
over the world? 

Mr. Brown. No, we want to recognize that there are hazards in 
going overseas. When you risk capital overseas, you have to have 
much more opportunity and you have to have more incentive to take 
that capital eon than here. You have security here. 

Mr. Srtmpson. Do you mean that the Government should possibly 
guarantee the investment overseas ? 

Mr. Brown. No, we do not want any Government guaranties. 

Mr. Stmpson. You do, however, think that on dividends you earn 
from your overseas possessions, if any, that those dividends should 
not be taxes in the hands of our American company, is that it? 

Mr. Brown. We advocate that. 

Mr. Srweson. That would be by way of an inducement to get money 
to go abroad, would it not? 

Mr. Brown. That is one of the factors. 

Mr. Simpson. But to the extent you would build the product abroad, 
our American workmen would lose work; is that right? 

Mr. Brown. No; I think not. The exchange created by manufac- 
turing abroad could be used for other things in this country. So far 
as our business is concerned, I have to reiterate what I said a little 
whole ago. They are wealth-producing machines. They do create 
and assist in the development of the natural resources of overseas 
countries. They have more need for the use of our type of equipment 
than the United States, because the United States is so much farther 
ahead than the rest. of the world. We would like to see the economies 
of the other countries expand and develop so that they will have more 
purchasing power for United States products. 

Mr. Srmpson. Thank you, Mr. Brown. 

The Cuatrrman. We thank you, Mr. Brown, for your appearance 
and the information given the committee. 

The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:43 p. m., the hearmng was recessed to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION 


The CuarrmMan. The committee will please be in order. 

The next witness appearing on the calendar is Mr. Howard C. 
Petersen, chairman of the International Subcommittee of the Research 
and Policy Committee, Committee for Economic Development. 


See oie 
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We are very glad-to have you, Mr. Petersen. Will you please give 
your name, address, and the capacity in which you appear? You 
will then be recognized and you may complete your prepared state- 
ment without interruption. 


STATEMENT OF HOWARD C. PETERSEN, CHAIRMAN OF THE 
RESEARCH AND POLICY COMMITTEE OF THE COMMITTEE FOR 
ECONOMIC DEVELOPMENT 


Mr. Perersen. Thank you, Mr. Chairman. 

My name is Howard Petersen. I am president of the Fidelity 
Philadelphia Trust Co. of Philadelphia, Pa., and a member of the 
Research and Policy Committee of the Committee for Economic De- 
velopment. I shall refer to this as CED. 

The views on tariff policy I shall present are those of CED’s research 
and policy committee. The research and poliey committee is a 
group of about 35 businessmen chosen from the 150 members of the 
board of trustees of CED. Trustees of CED who are not members 
of the research and policy committee or one of its subcommittees do 
not participate in drafting CED policy statements and are not re- 
sponsible for their contents. My testimony today, therefore, presents 
the views of the research and policy committee only. 

On November 23, 1954, CED’s research and policy committee, after 
18 months of study, issued a policy statement entitled “United States 
Tariff Policy.” Of the 38 persons authorized to vote on the state- 
ment, 35 approved it, 1 was absent from the country and took no 
position, and Mr. John D. Biggers, of Toledo, and Mr. Ernest Kanz- 
ler, of Detroit, dissented. I have distributed copies of this policy 
statement to all members of the Ways and Means Committee. 

Since 1934, the United States has followed a policy of gradual and 
selective tariff reduction under the reciprocal trade agreements pro- 
gram. We believe that it is in the national interest to continue that 
policy, for two reasons: 

First, tariff reduction contributes to our national security by sup- 
porting our foreign policy. 

The tariff was formerly a purely domestic issue, even a local issue. 
But today it cannot be separated from foreign policy. 

The survival of Sraeton and of Western civilization depends in 
considerable part on whether this country is able to keep strong allies, 
allies willing to work with us in strengthening the free world and re- 
sisting communism. A major aim of American foreign policy is 
therefore to strengthen the political and economic health of friendly 
foreign countries and to tighten the bonds of mutual interest and com- 
munity of purpose which tie our allies to us and us to them. Our 
foreign economic policy, including our tariff policy, is directly in- 
volved in this task. Trade among nations can be a powerful force 
making for unity. 

In the shorter run, the psychological and political effects of our 
tariff policy are most important. What we do about the tariff affects 
our ability to win allies and to keep them, because tariff policy has 
become to our allies an important indicator and symbol of our atti- 
tude toward their economic problems. Adoption of a clear-cut policy 
of tariff liberalization abl therefore help to strengthen our alliances 
at a time they badly need strengthening. 
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In the longer run, a liberalized American tariff could make a real 
contribution to our allies’ economic health and military strength, and 
hence a contribution to our own security. 

Second, lower tariffs will strengthen the Nation’s domestic economy. 

On balance, the results of lower tariffs will strengthen the domestic 
economy by improving its overall efficiency and by raising our living 
standards. 

Tariff liberalization, by increasing imports, will permit other coun- 
tries to buy more of our exports. And by and large our exports come 
from those industries and farms with the highest relative productivity. 
As our export production is increased and is exchanged for more im- 
ports, the overall efficiency of the American economy tends to increase. 

At the same time, increased imports at costs and prices below those 
involved in domestic production work to raise our standard of living. 
Increased imports add to the variety of our consumption. The com- 
petition that these imports represent stimulates American industry 
to develop new and better products. 

How effective tariff cuts will be in supporting our foreign policy 
and strengthening our economy depends on whether other countries 
respond by lowering their trade barriers. The response of other 
countries should condition the course of our tariff policy. Neverthe- 
less, the United States has the responsibility of leadership and the case 
for our taking the initiative now is very strong. 

These, then, are the main reasons why we believe in tariff liberali- 
zation and that it is good policy. But they are not all there is to tariff 
policy; other considerations are involved. Tariff reduction should 
not be pushed so fast or so far as to cause serious hardship to domestic 
industries and communities. Tariff cuts should not be allowed to 
damage production which is essential to the national security. The 

rocess of tariff liberalization should therefore. be subject to certain 
imitations. 

One limitation, and an important one, is to reduce tariffs only 
gradually and selectively. 

Most domestic producers will be affected little if at all by a gradual 
reduction in tariffs. This is true particularly of products produced 
here by highly mechanized, mass-production techniques. And these 
products account for the great bulk of American manufacturing. In 
these industries, high capital investment per employee, relatively low 
raw material costs, American managerial skill and volume runs based 
on mass markets combine to produce an efficiency so much greater 
than in other countries that our production can be sold profitably 
at-prices fully competitive with foreign prices, despite much higher 
wages prevailing here. 

On the other hand, even moderate tariff reductions might have 
considerable impact on products of the handicraft type, where there 
is a very high labor content—for example, leather goods, felt hats, 
and handblown glassware—and on a few agricultural products. In 
these cases it is doubly necessary to proceed cautiously with tariff 
reduction. Where an industry of this kind is already declining ab- 
solutely, tariff cuts should ordinarily be avoided until the orderly 
— of labor and other resources to other uses is reasonably as- 
sured. 
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There are a few other domestic industries which will be subject 
to increasing competition if tariffs are lowered, for example, heavy 
electrical equipment, watches, rayon staple fiber, woolens and wor- 
steds, flat glass, some chemicals and some machine tools. These are 
industries in which production methods are often much the same 
here and abroad. In consequence, lower foreign wages give foreign 
producers a competitive advantage. Here too a gradual and selec- 
tive approach to tariff reduction is particularly important. 

But to proceed cautiously, gradually, and selectively with tariff 
liberalization does not mean to prevent any additional competition for 
domestic producers. It does not mean that competitive adjustments 
should be prevented just because they are caused by import competi- 
tion. Competitive adjustments are going on all the time in the 
American economy. They are one of the sources of its vitality. 
Whether an industry has to adjust to the competition of imports or to 
competition from domestic sources, to the competition of new prod- 
ucts, to geographic changes in the centers of production, or to changes 
in consumer tastes, the final effect is the same. Real wages and the 
overall productivity of the economy are increased by making possible 
a more efficient use of our resources. 

We recognize, nevertheless, that these competitive adjustments en- 
tail economic and social costs for the workers, the companies, and 
the communities affected. These costs should be carefully weighed 
in deciding on tariff cuts. Where these costs reach the point of real 
hardship, they should be a matter of national concern. 

A second limitation is that tariffs should not be reduced to the 
point where the reduction would cause serious hardship. 

By “serious hardship” we mean a situation where tariff reduction 
would make labor and facilities idle on a substantial scale and where 
they could not be reemployed within a reasonable time. We do not 
believe that the reduction of a domestic producer’s share of a growing 
market should, of itself, be considered hardship. 

Situations of hardship can be anticipated and avoided in most cases 
if tariff reductions are preceded by a careful examination of the 
possible results, product by product and industry by industry. 

A third limitation is that tariff cuts which would damage produc- 
tion or productive capacity which is essential to the national security 
should not be made. 

Everyone would agree to this general statement. The problem 
comes in drawing the line between production or productive capacity 
which is truly essential to national security and that which is not. Our 
view is that only output or capacity which would be indispensable in 
time of national emergency, or which could not readily be built up 
after the onset of the emergency, can properly be included in this 
category. 

Even where damage to essential capacity or output would result 
from a tariff cut, continued tariff protection may not in all cases be 
the best means of preventing it. In appropriate cases, a standby 
military contract, providing, perhaps, for research on product design 
as well as delivery of military end items, might serve to maintain key 
skills and facilities more efficiently than a tariff would. Sometimes 
a direct Government subsidy may be preferable to the indirect subsidy 
which a tariff provides. 

57600—55—pt. 153 
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In the case of essential raw materials whose output at necessary 
levels is threatened by tariff reduction, Government stockpiling at 
times of reduced demand may be preferable to continued tariff 
protection. 

In general, a liberal policy for imports of commodities which sub- 
stitute for scarce, exhaustible natural resources is especially in the 
national interest. 

Recommendations: May I turn now to the specifics of tariff liberal- 
ization ? 

We in CED believe that the first requirement of tariff policy is to 
minimize uncertainty about the future course of the American tariff. 
At present, the business risks arising from uncertainties about tariff 
rates, and about tariff policy generally, are a serious obstacle to 
those seeking market opportunities in the United States for foreign 
goods. If tariff liberalization is to be effective, we must give as 
clear assurance as we can that the general direction of future tariff 
changes will be downward. This act of assurance is as important 
as actual tariff reduction. 

The best way to create greater certainty about American tariff 
policy would be to extend the President’s trade agreements authority 
for a period of years. We favor an extension for at least 5 years. 
Consideration should be given to extension for a longer period. Busi- 
ness at home and abroad should not be subject to the uncertainties 
which have resulted in recent years from annual debate over the 
renewal of this authority. 

Further, the President’s authority to reduce tariffs should be 
enlarged in three ways: 

First, the President should be authorized, as part of his trade 
agreements authority, to reduce tariff rates by not more than 5 per- 
cent per year for the period of the extension of the Trade Agreements 
Act. Unused authority should not expire but should carry over to 
following years. This new authority should replace the authority to 
reduce tariff rates remaining under the present act, except with respect 
to trade with Japan. 

Second, the President’s request for authority to reduce to 50 percent 
ad valorem, or its equivalent, any tariff rate now above that level 
should be granted. Such reductions should ordinarily be made over 
a period of years. 

Third, the President should be authorized to make concessions in 
our tariff in exchange for other kinds of benefits to the United States 
besides tariff reductions abroad. I am pleased to note that in H. R. 1 
the broader concept of reciprocity in tariff negotiations is recognized. 
The present law requires that tariff concessions by other countries on 
American products be received in exchange for any reductions of 
American tariffs. In our opinion, it is questionable whether tariff 
concessions from other countries are always the best return we can 
get in exchange for liberalizing our own tariff. Among other things 
American exports are frequently more limited by other countries’ 
import quotas than by their tariffs. 

Reductions in our tariff, for example, might be exchanged for lib- 
eralization or elimination of other countries’ import quotas on Ameri- 
can goods, or on the goods of third countries. American tariff reduc- 
tions might also be exchanged for concessions to American investors 
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abroad, effective guarantees that American firms and investors would 
enjoy the same rights and privileges as local firms and investors; 
effective assurance against nationalization without compensation; or 
permission to withdraw profits and capital. Agreements of this kind 
could be helpful in increasing American private investment abroad. 

Further, we believe the peril-point and escape-clause provisions of 
the Trade Agreements Act are a serious.limitation on the President's 
ability to lower tariff rates. 'The escape clause is an important cause 
of the uncertainty I referred to a moment ago. ‘ 

The difficulty is that these provisions are usually interpreted to 
forbid tariff concessions which will result in any reduction of domestic 
output, even if no real hardship results. In this form, these two 
restrictions are inconsistent with effective tariff liberalization. 

We believe that these provisions should be changed in two ways: 

First, it should be made clear that the purpose of these provisions is 
only to prevent serious hardship. 

Second, the withholding of a tariff rate reduction under the peril- 
point provision, or its withdrawal as a result of escape-clause proceed- 
ings, should ordinarily be temporary, not permanent. Business firms, 
employees, and communities should be given sufficient time to readjust 
to the effects of tariff reductions. But they cannot reasonably elaim 
the permanent right to avoid adjustments where the national interest 
clearly calls for a tariff reduction. 

In conclusion, may I sum up CED’s views on tariff policy by saying 
that CED does not favor unlimited free trade. Nor do we favor 
drastic across-the-board reduction of all tariffs. We do believe that 
it is in the national interest to continue a policy of gradual and selective 
tariff liberalization. That policy should avoid serious hardship to 
those who may be affected adversely by tariff reduction. It should 
not damage domestic production which is truly essential to national 
security. It should take account of the response of other trading 
countries to our initiative. We believe that a tariff policy of this 
kind will, on balance, strengthen our domestic economy and increase 
our national security. 

The CHarrMANn. Dees that complete your statement, Mr. Petersen? 

Mr. Prrersen. It does, sir. 

The Cuamrman. We thank you for your appearance and the help- 
ful information you have gren the committee. 

Are there any questions! 

Mr. Murs. Mr. Chairman? 

The CHatrman. Mr. Mills, of Arkansas, will inquire. 

Mr. Mitts. Mr. Petersen, this is not a question, but merely for the 
purpose of having the record accurate. I call your attention to your 
language on page 8. You say: 

Second, the withholding of a tariff rate reduction under the peril-point provi- 
sion, or its withdrawal as a result of escape-clause proceedings, should ordina- 


rily be temporary, not permanent. 

I think, if you will examine the law again, you will find that these 
withdrawals are not now permanent, but are temporary. 

Mr. Perrersen. Is not their effect, really, permanent because, once 
they have been acted upon, it is unlikely that you would then reduce 
the tariff on that commodity. Our point was to put a period of time 


on the protection afforded by the peril-point or the escape-clause 
provision. 
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Mr. Muus. I see. It was never intended that it be permanent. 

Mr. Simpson. Mr. Chairman? 

The Cuamman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stmpson. Mr. Petersen, with respect to other countries, this 
element of uncertainty regarding our tariff, you evidently consider 
that a major drawback to trade; is that right? 

Mr. Perersen. That is correct, sir. I feel that other countries— 
businessmen in other countries—are not willing to commit their capi- 
tal and resources—their energies—to exploit this market, if they are 
not certain that the rules of the game will not be changed against them 
should they succeed. 

Mr. Stmpson. You mean having made a cut in our tariff rates as 
a result of negotiations, and they coming in and doing as well as they 
had hoped, and better, perhaps, than we had expected, and they estab- 
lishing themselves in our market, it is not good economics to invoke 
the escape clause and bar them from the market; is that your point? 

Mr. Perersen. My point is that they are deterred by the uncertainty 
incident to the use of the escape clause when they have come in to 
develop the market, or they are deterred by the fact that they do not 
know, over a long period of time, necessary to exploit this market, what 
the United States tariff policy is to be. 

Mr. Stupson. Do you want us to remove the escape clause eventu- 
ally or do you think it should be continued ? 

Mr. Perersen. No; under the element of certainty, we feel that an 
extension of at least 5 years of the President’s authority under the 
Trade Agreement Act would lend that much certainty to it. 

Mr. Stmpson. But you would rather have us continue the escape- 
clause ? 

Mr. Perersen. With the modification that I mentioned, that it 
should be clear that the escape clause can be invoked only to prevent 
a serious hardship, and, furthermore, that its protection should only 
be a temporary one and not a permanent one. 

Mr. Stmpson. That is not contemplated in the bill. 

Mr. Perersen. It is not. So in this respect, our recommendations 
go beyond that which is contained in the bill. 

Mr. Stmpson. Do you not see anything wrong with the American 
producer being in a circumstance of uncertainty for the next 3 years 
or 5 years, as you suggest ? 

Mr. Perersen. I think that the American manufacturer would like 
to feel certain as well about what he can anticipate in the way of 
foreign competition. 

Mr. Stmeson. That is right. 

Mr. Petersen. So I think the certainty works both for the foreigner 
and for the American. 

Mr. Srapson. Do you believe that it would be uncertain to the 
American producer because, for the duration of this act, he would not 
know when his tariff rates would be cut? You pointed out that the 
foreign man gets the benefit of the agreement, and he is uncertain 
whether, under the escape clause, it may not be taken from him. I am 
concerned about the American producer, and you are, too. It seems 
to me that those two things even up. 

Mr. Perersen. One of the witnesses here this morning was the 
head of the National Retail Dry Goods Association, a very large 
association. He was talking about the uncertainty of knowing what 
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the tariffs were on imported goods to be sold in his store. He did 
not know until about 10 months later. So I think we should be cer- 
tain in our tariff policy, both to protect Americans, and to give for- 
eigners some incentive to come in and exploit this market. 

Mr. Srupson. You list a number of industries here under the cap- 
tion that we should reduce tariffs gradually and selectively, and then 
you say: 

There are a few other industries which will be subjected to increasing com- 
petition as tariffs are lowered. For example, heavy electrical equipment, 
watches, rayon, staple fiber, woolens and worsteds, flat glass, some chemicals, 
and some machine tools. 

That is not all inclusive. There are others, I think you will agree? 

Mr. Perersen. That is certain. 

Mr. Suaeson. What would you do in those areas? Would you tell 
those manufacturers you are not going to be bothered? Or would 
you keep them on pins and needles for another 3 years? 

Mr. Perersen. No, what we would recommend would be an in- 
dustry-by-industry and product-by-product study of commodities and 
tariffs, foreign competition, and the affect of these things, by the ex- 
isting agency, the Tariff Commission. 

Mr. Srmpson. If they make a study, that does not do anything. 
They do that today and find the peril point. But that does not protect 
the industry. The boys who negotiate make one of these many- 
cornered deals, and possibly every one of them that you referred to 
there—and I know you feel they need some protection—are on this 
list feel that the Japanese are possibly going to get an advantage in 
the negotiations that start next month. 

My point is that every one of the manufacturers in those industries, 
and you will recognize it, will, for the next 3 years as a minimum, 
be worried about what is going to happen in their industries. 

Personally, I think they would be foolish if they took a chance on 
building up their business in the next several years. 

Mr. Perersen. But the course of action recommended, sir, is to 
proceed cautiously and after a careful study, product by product, and 
that you be gradual in your reductions. So you are not doing anything 
drastic under H. R. 1, but you are merely giving authority to do a 
very moderate further reduction in tariffs. 

Mr. Srupson. They have had reductions in the past in many places. 
You would not even change it and say there would be no relief unless 
there be a serious injury. 

Mr. Perersen. That is right. 

Mr. Srupson. What do you mean by “serious injury”? 

Mr. Perersen. It is very hard to define. 

Mr. Stmpson. It is exceedingly hard. That is why I asked you. 

Mr. Perersen. I would think you would have to prescribe by statute 
how it would be applied. 

Mr. Stupson. Would you tell us whether it would be serious to an 
employee, to a hundred employees, to a factory, or to the entire indus- 
try? What do you mean by “serious injury”? That is what concerns 
us all. 

Mr. Prrersen. Let me say certain things that I do not mean. I 
think if a company merely suffered a dimunition of profit or a slight 
diminution of a market, or perhaps a slight effect of its relative posi- 
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tion in the market, because in many industries you have an expanding 
market, due to various economic factors of which you are fully aware, 
that this would not be a reason for relief under the escape clause. 

As the escape clause is interpreted today, however, any reduction 
invokes the escape clause. I think you would define “serious” in terms 
of a substantial injury to either the facilities and employment, which 
cannot find other uses, other employment, or other use for the facili- 
ties, in a reasonably short period of time. 

Mr. Suvpson. I think you will agree it is a very difficult thing to 
try to define? 

Mr. Perersen. I agree thoroughly, sir. 

Mr. Simpson. My point is that when you force any industry to be 
denied any kind of relief until he is actually in that situation, which 
thus far is deemed almost desperate before he can get any relief, I 
do not think we are being fair to the American producer. 

Mr. Perersen. Except on the peril point. You are making that 
survey in advance of the hurt, so to speak. 

Mr. Stupson. That is in advance, but that binds no one, and, as you 
know, the negotiators can, with the President’s approval, go len 
the peril point. 

I concede in the hundreds of thousands of items which are in negoti- 
ation, there may be a bad bargain somewhere. I refuse to think that 
we ought to freeze that situation on behalf of the foreign producer 
who may take advantage of that bad bargain, and penalize an Ameri- 
can industry here. So I am for the escape clause. 

I wish it were easier to establish that degree of injury which entitles 
the man to protection. I want more trade, as you do. I could spend 
some time discussing with you my belief that in the years we have had 
this reciprocal trade-agreement program we have failed. We have 
far lower tariffs than we had when we started. The other countries 
had far more restrictions than we have had when they started to trade 
with us and us with them, reciprocally. Consequently, I do not see 
what we gain by this program. 

Mr. Prererspn. We are well aware that the restrictions are not 
always tariff barriers, but import quotas, and restrictions. That is 
why we would like to broaden out the power of the President and 
obtain other things in reciprocity for our trade agreements. 

Mr. Stmpson. If you will examine the trade agreements that we do 
have, back to the time when they were enacted, you will find in each 
one of them assurances that these countries in exchange for our cuts 
of rates would make cuts of rates, and they promised not to violate 
the good faith of that agreement, in a roundabout meee course. 

But by one way or another, they have been taking back that which 
they gave us in the agreement with us, by slightly devaluating their 
money, placing quota restrictions, embargoes, and licensing. They 
have taken advantage of our concessions to them, but have given us 
little or nothing in return. 

We, on the other hand, recognizing our word as a nation, have lived 
up to our agreements. We have so little left with which to bargain 
that I just cannot think that we can make effective trades which are 
really to our advantage. This is a reciprocal ao which you are 
advocating. I cannot see if we give everything that we have, where 
we could give it up, or what we could expect them to make much by 
way of concessions to us. 
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Mr. Perersen. Certainly the effects of our policy would depend 
to a great extent on the response we obtain from other nations. It 
has frequently been not very good. 

Mr. Srmpson. I think we have been outtraded, but I do think our 
Republican administrations have been better traders than the others. 

Mr. Perersen. No comment, sir. 

Mr. Stupson. That is all. 

The Cuamman. Any further questions? 

Mr. Minus. Mr. Chairman? 

The Cuarrman. Mr. Mills, of Arkansas. 

Mr. Muius. Mr, Petersen, you have attached to your statement a 
list of names under the Committee for Economic Development, Re- 
search, and Policy Subcommittee on International Economic Policy, 
and then a list of the Committee for Economic Development, Re- 
search, and Policy Committee. I think. that should be included with 
your remarks. 

Mr. Perersen. All right, sir. 

Mr. Mus. If there is no objection, I ask unanimous consent that 
it be inserted into the record with his remarks. 

The Cuarrman. Without objection, it is so ordered. 

(The information referred to above is as follows:) 


COMMITTEE FOR Economic DEVELOPMENT 
RESEARCH AND POLICY COMMITTEE, AS OF NOVEMBER 23, 19547 


Frazer B. Wilde, chairman, president, Connecticut General Life Insurance Co., 
Hartford, Conn. 

J. Cameron Thomson, vice chairman, president, Northwest Bancorporation, 
Minneapolis, Minn. 

Elliott V. Bell, chairman of the executive committee, McGraw-Hill Publishing 
Co., Inc., New York, N. Y. 

John D. Biggers,? chairman of the board, Libbey-Owens-Ford Glass Co., Toledo, 
Ohio 

James F. Brownlee, partner, J. H. Whitney & Co., New York, N. Y. 

S. Bayard Colgate, honorary chairman of the board, Colgate-Palmolive Co., 
New York, N. Y. 

S. Sloan Colt, president, Bankers Trust Co., New York, N. Y. 

Gardner Cowles, president, Des Moines Register & Tribune and Cowles Maga- 
zines, Inc., New York, N. Y. 

Jay E. Crane, vice president, Standard Oil Co. (New Jersey) New York, N. Y¥. 

Harlow H. Curtice,*’ president, General Motors Corp. 

William C. Foster, Manufacturing Chemists’ Association, Inc., Washington, D. C. 

Clarence Francis, chairman of the board, General Foods Corp., New York, N. Y. 

Philip L. Graham, president and publisher, the Washington Post, Washing- 
ton, D. C. 

Robert Heller, Robert Heller & Associates, Inc., Cleveland, Ohio. 

Amory Houghton, chairman of the board, Corning Glass Works, Corning, N. Y. 

Ernest Kanzler,’ vice chairman of the board, Universal C. I. T. Credit Corp., 
Detroit, Mich. 

Meyer Kestnbaum, president, Hart Schaffner & Marx, Chicago, III. 

Sigurd S. Larmon, president, Young & Rubicam, Inc., New York, N. Y. 

Fred Lazarus, Jr., president, Federated Department Stores, Inc., Cincinnati, Ohio. 

Leroy nares chairman of the board, Metropolitan Life Insurance Co., New 
York, N. Y. : 

Thomas B. McCabe, president, Scott Paper Co., Chester, Pa. 

Fowler McCormick, Scottsdale, Ariz. 

Don G. Mitchell, chairman of the board, Sylvania Electric Products, Inc., New 
York, N. Y. 


1 Date of issuance of putes statement, United States Tariff Policy. 


2 Messrs. Biggers and Kanzler dissented from the general conclusions of the statement. 
®*Mr. Curtice was out of the country and took no position on the statement. 
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George L. Morrison, chairman of the board and president, General Baking Co., 
New York, N. Y. 

Howard C. Petersen, president, Fidelity Philadelphia Trust Co., Philadelphia, Pa. 

Philip D. Reed, chairman of the board, General Electric Co., New York, N. Y. 

Beardsley Ruml, New York, N. Y. 


Harry Scherman, chairman of the board, Book-of-the-Month Club, Inc., New 
York, N. Y. 

S. Abbot Smith, president, Thomas Strahan Co., Chelsea, Mass. 

Wayne C. Taylor, Washington, D. C. 

Alan H. Temple, executive vice president, the National City Bank of New York. 

Theodore O. Yntema, vice president, finance, Ford Motor Co., Dearborn, Mich. 

J. D. Zellerbach, president, Crown Zellerbach Corp., San Francisco, Calif. 


SUBCOMMITTEE ON INTERNATIONAL ECONOMIC PoLicy, as of NOVEMBER 23, 1954* 


Howard C. Petersen, chairman, president, Fidelity Philadelphia Trust Co., Phila- 
delphia, Pa. 

Frank Altschul, New York, N. Y. 

Henry P. Bristol, chairman of the board, Bristol-Myers Co., New York, N. Y. 

S. Sloan Colt, president, Bankers Trust Co., New York N. Y. 

Gardner Cowles, president, Des Moines Register & Tribune and Cowles Maga- 
zines, Inc., New York, N. Y. 

Jay E. Crane, vice president, Standard Oil Co. (New Jersey), New York, N. Y. 

John 8S. Dickey, president, Dartmouth College, Hanover, N. H. 

William C. Foster, president, Manufacturing Chemists’ Association, Inc., Wash- 
ington, D. C. 

H. J. Heinz II, president, H. J. Heinz Co., Pittsburgh, Pa. 

Philip D. Reed, chairman of the board, General Electric Co., New York, N. Y. 

Beardsley Ruml, New York, N. Y. 


Harry Scherman, chairman of the board, Book-of-the-Month Club, Inc., New 
York, N. Y. 


H. Christian Sonne, chairman of the board, .Amsinck Sonne & Co., New York, 
N. Y. 

Wayne C. Taylor, Heathsville, Va. 

J. D. Zellerbach, president, Crown Zellerbach Corp., San Francisco, Calif. 


Mr. Mitts. That list of the Research and Policy Committee is the 
one you referred to at the bottom of page 1 of your statement of the 
38 persons authorized to vote on the statement; is it ? 

Mr. Perersen. Yes, sir. 

Mr. Mitts. Fine. 

Mr. Perersen. This is the product of that committee’s work. 

Mr. Mrius. These 38 members with the exception of the one who 
was absent from the country saw the statement, did they, and con- 
curred in the statement ? 

Mr. Perersen. Two dissented. 

Mr. Mus. That is, except for the two who dissented ? 

Mr. Perersen. That iscorrect. They wrote a written dissent which 
is in this other statement. 

Mr. Mus. The main point I want to bring out is that those that 
you list saw the statement, with the exception of the one out of the 
country, and did concur in the statement ? 

Mr. Perersen. That is right. 

Mr. Mason. Mr. Chairman? 

The Cuarrman. Mr. Mason of Illinois will inquire. 

Mr. Mason. Mr. Petersen, your statement, like most of the state- 
ments that have been presented the last couple of days, is based upon 
a false premise, and, therefore, it is misleading. 





4 Date of issuance of policy statement, United States Tariff Policy. 
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The false premise is that our tariff walls now, and our tariff ob- 

stacles, are pretty high, when, in fact, they are the lowest in the world 

of all of our competing nations with the paoaptien of Japan. To 

illustrate that, I want to read from the bottom of page 2 of your state- 
ment: 


* * * a liberalized American tariff could make a real contribution to our allies’ 
economic health and military strength. 


T think that should read : 


A liberal American tariff has made a real contribution to our allies’ economic 
health and military strength. 

That is my view of it. And because that is my view, I think your 
whole premise is wrong when you base your arguments upon the false 

remise that we now have high tariff walls, when, in fact, we have the 
owest tariff walls. 

Mr. Perersen. This is a great, free trade market, as you say, but 
there are still tariffs and some of them are substantial. 

Mr. Mason. Yes, but compared to all of those with whom we deal 
and have these reciprocal trade agreements, ours is the lowest of the 
whole group today. That is not according to my figures, but that is 
according to the State Department figures. We rank eighth from the 
bottom of all the nations on earth today, and the only competitor we 
have is Japan, who has lower tariffs than ours. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Esernartrer. Mr. Petersen, in reference to tariff reductions and 
tariff increases, which factor do you think should be paramount, the 
national interest or the interest of a particular industry ? 

Mr. Perersen. The national interest, obviously, to me. But the 
national interest, of course, is composed of a composite of all the 
special and group interests. It is a question of balance. I think 
paramount would be the national interest, being mindful, however, of 
injury to the group interest. 

Mr. Eseruarter. Thank you very much. 

The Cuarrman. Mr. Reed, of New York, will inquire, Mr. Petersen. 

Mr. Reep. Mr. Petersen, this matter of dissenting opinions to your 
statement has been brought up. Is the opinion of the dissenters in 
that pamphlet you have? 

Mr. Perersen. Yes, sir. 

Mr. Reepv. Who wrote that ? 

Mr. Perersen. It was written by Mr. Biggers, president of Libby- 
Owens-Ford, and was joined in by Mr. Kanzler. 

Mr. Reep. But do their views appear in the document ? 

Mr. Perersen. Yes, sir. 

Mr. Reep. I ask unanimous consent that that document be made a 
part of the record, as long as it contains the dissenters’ opinions. 

The CuatrMan. Without objection, it is so ordered. 

Mr. Reep. Thank you very much. 

(Extracts from the publication referred to above are as follows. 
The dissent appears as a footnote on p. 829.) 
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Untrep States TARIFF POLicy 
Committee for Economic Development, New York 22, N. Y. 
* * am * . 


Finding a tariff policy which is in our national interest has never been more 
difficult or more important that it is today. 

The scope of tariff policy considerations has broadened tremendously in recent 
years. What was once a narrow, domestic issue—even a local issue—now in- 
volves questions of national and international security as well as the health 
and welfare of United States industry. 

Tariffs were imposed in this country at first largely as a means of raising 
revenue for the Federal Government. In the years before 1860 the American 
economy was still predominantly agricultural and tariffs were generally low. 

Between 1860 and World War I the tariff became a major protective device 
for the host of new industries which were being born in community after com- 
munity in the United States. These industrial communities grew up in the 
face of powerful competition from well-established industries in Europe. It was 
in the national interest to give them substantial tariff protection for their 
formative years. Often they retained it long after their formative years. 

World War I added a new dimension to American tariff policy. The war 
found the United States cut off from traditional supplies of many important 
materials—notably essential chemicals and pharmaceuticals from Germany. 
Partly to eliminate this dependence on foreign supplies Congress increased tariffs 
further in the 1920's. 

The Tariff Act of 1930—the Smoot-Hawley Tariff—raised tariffs to the 
highest point in our history. But in 1934 a retreat from protection began with 
the enactment of the Trade Agreements Act. For the first time since before 
the Civil War those who believed that freer trade policies would strengthen 
rather than weaken American industry saw their views reflected in tariff leg- 
islation. This act introduced many new principles, notably the principle of 
reciprocity whereby the United States bargains concessions in its own tariff 
for tariff concessions abroad. Again, however, a domestic issue—the aim of 
increasing domestic employment by getting other countries to lower their tariffs 
on our exports—probably decided Congress in favor of lower tariffs. 

World War II for the first time broadened the scope of tariff policy consid- 
erations beyond the domestic economy. The size and competitive strength of 
the American economy in the wake of World War II made the country inevi- 
tably, a major factor in international trade. At the same time there was a 
growing awareness of the interdependence of America’s security with that of 
the rest of the free world. 

Today, what the United States does with its tariffs has a bearing on the 
economic and military security both of this country and of its friends abroad. 
It has a bearing on the foreign policy of this country and of other free world 
countries. 

Since the tariff has become a foreign policy as well as a domestic issue, the 
trend toward lower tariffs which started in 1934 has continued. Postwar tariff 
agreements, negotiated at Geneva, Annecy, and elsewhere, have resulted in 
rates well below the 1930 levels in many cases. Today’s debate is concerned 
with whether or not we should continue this trend or stop and perhaps even 
reverse it. 

The President has recommended that the United States continue a policy 
of general tariff reduction. There are many who support this position. Others 
believe that we should maintain or increase our tariffs. In this policy statement 
we present the principal facts and considerations relevant to American tariff 
policy and make recommendations for its future course. 


AREAS OF AGREEMENT 


Public debate often accents the differences of opinion about our tariff policy 
and tends to ignore the many aspects of that policy on which most people agree. 
The following propositions, we believe, will command a wide measure of agree- 
ment: 


The tariff and United States foreign trade 


(1) United States foreign trade, like our internal trade, permits a more 
economical use of our resources by promoting specialization of production. 
Taking the economy as a whole, we enjoy higher real wage levels and living 
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standards with foreign trade than would be possible if we relied solely on supplies 
and markets within our own borders. 

The economic advantage of foreign trade is very clear when we buy abroad 
things which we don’t produce at all at home—coffee, bananas, and tin, for 
example. To provide substitutes for these imports within our own borders 
would entail a most uneconomical use of our resources. At the same time we 
would lose the advantage of obtaining these imports by exporting in exchange 
the things which we produce with relatively greater efficiency than anybody 
else—automobiles and almost all consumer hard-goods, for example. 

There is a less obvious, but nonetheless real, economic advantage in our 
foreign trade when we buy abroad things which we do produce in some quantity 
at home—things like pottery, fine woolens, and hats. We could if we wanted 
meet all our requirements for these imports from home production. The cost 
would be nowhere near so great as would be the cost of trying to grow coffee 
or bananas in the United States. But there would be a cost which would be 
reflected in higher prices (and less demand) and lower wages—i. e., a less 
economic use of our resources. And again we would lose the advantage of 
selling, to pay for these imported items, goods which we produce at home with 
greater comparative efficiency. 

In general, when an import competes successfully on its own merits in our 
domestic market, foreign trade offers us an economic advantage by promoting a 
more efficient use of our resources. All trading nations benefit in this way 
from an expanding world trade. 

(2) Sometimes the economical use of our resources is less important than 
other considerations. The health of key defense industries is likely to be the 
foremost example of a situation where overall economic efficiency becomes of 
secondary importance. The welfare of a particular domestic group might also 
on occasion be of overriding importance. 

Then there are limitations to the general rule that expanded international 
trade serves the economic advantage of trading nations. For example, if the 
prices of imports are made artificially low for a time by foreign subsidies or 
dumping, the rule does not hold. In some cases temporary protection for do- 
mestic “infant” industries from foreign competition may result in greater effi- 
ciency in the long run. 

(3) Tariffs inhibit the growth of American exports. Because our typical 
industrial and agricultural exports are the products of some of the most efficient 
producers in the world, other countries are anxious to buy more from us. But 
they are limited by their dollar earnings. Increasing the effective demand 
for United States exports depends upon increasing the supply of dollars abroad. 
The main way of doing this is by increasing United States imports Trade is 
a two-way proposition. While some dollars spent abroad may at times go into 
other countries’ reserves, the vast demand for American products abroad assures 
that most dollars spent in other countries will come back here in one way or 
another in the form of increased orders for United States exports. 

(4) Many sectors of American manufacturing and agriculture sell a large 
part of their output abroad. Between a quarter and a half of our entire pro- 
duction of cotton, tobacco, corn, and wheat is exported. In all, farm products 
representing about 30 percent of the value of farm marketings are highly 
dependent on export markets. We also export a large part of our output of some 
manufactured goods. In 1952, for example, we exported 30 percent of our earth- 
grading machinery, 23 percent of our tractor production, 22 percent of our textile 
machinery, 22 percent of our sewing machines, 19 percent of our typewriters, 
17 percent of our printing machinery, 16 percent of our trucks and buses, 13 
percent of our refrigerators, 18 percent of our diesel engines, and 12 percent of 
our agricultural machinery. We exported chemicals and pharmaceuticals in 
large volume—38 percent of our DDT, 26 percent of our penicillin, and 11 per- 
cent of our dyes, colors, and stains, for example. We exported 9 percent of our 
cotton textile print cloth. And a large volume of iron and steel products. 

(5) Only a part of our imports are subject to tariffs or other import restric- 
tions. Of our total annual imports of approximately $10.8 billion in 1951, some 
$6 billion consisted of products which enter free of duty or quota restrictions.’ 































































1 Increasing imports is not the only way to enable foreigners to buy more of our products 
and services. To some extent, and for a time, exports can be increased by expanding the 
flow of American investment abroad. Increasing expenditures abroad by American tourists 
also helps expand our exports. Foreign aid, too, is a method of maintaining or increasing 
our exports, although it is not one on which we or other countries wish-to rely indefinitely. 


21951 is the latest year for which this kind of breakdown of United States import 
figures is available. 
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The rest—some $4.8 billion annually—were subject to tariff duties or import 
quotas, This $4.8 billion included about $2.5 billion of finished and semifinished 
manufactures, $1.8 billion of agricultural products and $500 million of metals and 
minerals. Of this $4.8 billion of imports, however, only about $3 billion were 
subject to import quotas or to tariffs sufficiently high to have an appreciable 
effect on the volume of imports. This $3 billion consisted for the most part of 
agricultural products and finished manufactures. 

(6) The economies of most other countries of the free world—particularly of 
our major allies—are considerably more dependent than our own on foreign 
trade. For example, Britain’s imports are equal to about 22 percent of its gross 
national product, as compared with 3 percent for the United States. The corre- 
sponding figure for Holland is 38 percent; for Belgium, 30 percent; for Western 
Germany, 13 percent; for Italy, 14 percent; for Japan, 10 percent; and for 
France, 7 percent. Because of this dependency on foreign trade, the future 
economic growth and health of many countries depend, in considerable part, on 
whether they have a sufficient opportunity to expand their trade with each 
other and with us. In this sense tariffs have greater economic importance for 
our friends and allies than they do for our own economy. This is not to say 
that there is not considerable scope for more efficient use of resources within 
the United States by increasing our foreign trade. 


The tariff and United States security 


(7) Our tariff policy affects the economie strength of our allies. Their eco- 
nomie strength affects their military strength and their political stability—in 
short, their value as free-world allies. Thus our tariff policy has a significant 
bearing on our own security, as CED has pointed out in earlier statements. 

(8) Our tariff policy affects our ability to win allies and to keep them. It has 
become to our allies an important indicator and symbol of our attitude toward 
their economic problems. What we do about the tariff has significant psycho- 
logical and political effects in strengthening or weakening our alliances. Low 
tariffs will help to strengthen the community of economic and political interest 
between our allies and ourselves—to increase their sense of solidarity with the 
United States. 

(9) Our tariffs to some extent protect productive capacity essential to national 
defense. A general and substantial lowering of tariffs might expose some essen- 
tial defense capacity to damaging import competition, but exactly which in- 
dustries are essential to national security and how much damage might result 
from tariff cuts can only be judged after careful examination of particular 
situations. 

In some respects, however, the tariff may be harmful to our defense produc- 
tion potential. Some tariffs protect industries making goods which are not 
essential in wartime. The labor, capital, and management in those industries 
would make a greater contribution to our security if, for example, they were 
employed in our major capital goods industries, many of which would expand 
if export opportunities increased. 

(10) A strong and dynamic American economy is essential not only to our own 
security but to the security of all free nations. To remain strong and dynamic 
American industry must continue to devote resources to research and develop- 
ment on a large scale. In some instances a portion of these resources on which 
the growth of the American economy depends is made available because of the 
existence of tariff production. In other cases, however, tariff protection may 
reduce the incentive to engage in research by sheltering domestic industries 
from foreign competition. 

(11) Tariffs on imports of commodities which substitute for the use of scarce, 
exhaustible natural resources raise special national security problems. At 
present most imports of such commodities enter duty-free, or subject to tariffs 
too low to affect substantially the division of the domestic market between domes- 
tie and foreign producers. Lead, zinc, and some refined petroleum products are, 
however, important exceptions. Tariffs or other restrictions on imports of such 
commodities may result in speeding up the exhaustion of scarce domestic sup- 
plies, thus cutting down our reserves for an emergency and thereby tending to 
impair our national security. 


The tariff and American industry 

(12) Protective tariffs are a form of subsidy for industry and tax on consum- 
ers. Our tariffs give an indirect subsidy to domestic producers by raising the 
domestic price of competing imported products. Thus, the tariff allows some 
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domestic output to be sold at higher prices or in larger quantities than would be 
possible without tariff protection. At the same time, tariffs tax consumers of 
certain imported goods in order to discourage importation of these goods. 

(13) Wage levels in other countries are generally much lower than in the 
United States. For example, in 1951, the annual wages and social benefits paid 
by British industry to each employer averaged only about 32 percent of what 
American industry paid. In Belgium the figure was 37 percent; in Western 
Germany and France, 29 percent; in Italy, 17 percent; and in Japan, 10 per- 
cent. 

(14) The fact that wages are lower in other countries does not mean that 
some American products cannot compete on even or better than even terms with 
foreign products. This is true because the price at which a product can be 
profitably sold depends not on wage rates but on unit cost of production. 

Unit cost of production, in turn, is determined by many factors in addition to 
wages—by the amount and character of capital investment that stands behind 
each worker, by managerial skill, by the prices of raw materials and power, 
by the quality of labor, and by the volume of output. The combination of these 
elements largely determines what is called productivity. In general, the high 
productivity of United States industries accounts for the low unit cost of many 
American products. 

The differences in average productivity between European and American in- 
dustry are of roughly the same order as the differences in wage and social wel- 
fare payments per employee. It is the higher average productivity in this coun- 
try that makes it possible for the average American worker to earn a higher 
wage than his counterpart in Europe. Conversely, lower European wage levels 
are conditioned by lower productivity in European industry. Many specific 
industries, of course, are exceptions to this general rule. 

(15) Productivity varies widely as among individual American industries, 
while differences in wage rates tend to be less marked. For this reason, those 
American industries in which productivity is highest are likely to have the 
lowest unit costs and, therefore, the strongest competitive position in both the 
domestic market and overseas. 

Our highly mechanized mass-production industries are good examples of com- 
petitive advantage based on productivity. At home, the products of these indus- 
tries have little to fear from foreign competition; abroad they have proved to 
be strongly competitive. In these industries, the combination of high capital 
investment per employee, relatively low raw-material costs, American mana- 
gerial skill and volume runs based on mass markets combine to produce an 
efficiency so much greater than in other countries that our production can be 
sold profitably at prices fully competitive with foreign prices, despite the much 
higher wages prevailing here. 

(16) United States industries may be at a competitive disadvantage with for- 
eign producers in lines where the American producer has no special advantage 
in raw material costs or volume of output and where production techniques are 
about the same here and abroad. This could be true, for example, of products 
which are manufactured both here and abroad by much the same kind of ma- 
chinery, and with about the same input of labor for each unit of production. In 
these cases American products are subject to foreign competition resulting in 
large part from lower wage rates prevailing abroad. Competition would be in- 
creased if tariffs were lowered. Products which appear to fall into this category 
include heavy electrical equipment, watches, woolen and worsted textiles, flat 
glass, rayon staple fiber, bicycles, some chemicals, and some machine tools. 

Another group of American industries subject to import competition includes 
handicrafts and other consumer goods industries where production is not highly 
mechanized and where there is a very high labor content—for example, leather 
goods, felt hats, and hand-blown glassware. In industries of this kind, American 


* Average annual earnings rather than hourly earnings have been used in this comparison 
because available hourly earning data do not include all social benefit payments. Sources: 
Europe, United Nations Economic Commission for Europe, Survey of Europe in 1950 
(Geneva, 1951). p. 261: Japan, Economic Counsel Board, Economic Survey of Japan (1952 
53) (Tokyo, 1953), p. 147. The figure for Japan is a comparison of average weekly earn 
ings, rather than annual earnings, in Japan and and the United States and includes wages 
only. All foreign figures were converted into dollars at official 1951 exchange rates in 
order to compare them with wages in the United States. The figures do not accurately 
represent relative real wage levels in the different countries, because, in some cases, the 


Official exchange rates do not reflect accurately the relative internal purchasing power of 
national currencies. 
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producers, paying higher wages, are at a disadvantage in competition with for- 
eign producers, and, in general, the products of these industries have high 
tariff protection. 

(17) In the absence of price supports and other controls now in effect for 
many farm products, most of American agriculture would have a decisive com- 
petitive advantage over its counterparts abroad. The bulk of American agri- 
cultural production is of commodities such as wheat, corn, cotton, tobacco, and 
dairy products for which our plentiful supply of land can be used to best advan- 
tage, in combination with mechanized equipment, extensive use of fertilizer and 
continual improvements in crop varieties. We produce large surpluses of most 
of such commodities. For a few agricultural products, reduction of the United 
States tariff would result in a substantial increase in imports—examples are 
apparel wool, oats, cigar tobacco, and edible nuts. The great bulk of American 
agricultural imports, however, are of such commodities as coffee, jute, cocoa, 
raw rubber, sugar, tea, and bananas, which we either do not produce in sufficient 
quantity to satisfy our own market, or do not produce at all. 


Effects of tariff liberalization 


(18) Just how much our imports would increase if tariff rates were reduced 
below present levels is uncertain. This is true of the total import level and 
more true of the level of specific imported products. Existing estimates vary 
widely. There seems to be agreement only on the general proposition that the 
longer run effects of tariff cuts would be substantially greater than those in the 
short run. 

(19) Just how much increased competition from imports might affect the 
domestic output or prices of the products involved is impossible to forecast. 
The most that can be said is that tariff cuts, if imposed across the board, would 
undoubtedly involve increased competition for some domestic producers. The 
size and nature of the effect would depend upon how rapidly the tariff were re- 
duced, on the character of the domestic market for the product in question, on 
the business policy of foreign producers, and on the state of demand and level 
of business activity in this country. 

Where the domestic market for the product in question is expanding, sub- 
stantial additional imports might be absorbed without causing any reduction in 
domestic output or prices. On the other hand, where the domestic market is 
not expanding, or where the increase in imports resulting from a tariff cut 
is large relative to domestic output, an actual reduction of domestic output and 
employment might be caused. In some cases, a tariff cut might cause a decline 
in domestic prices, and in the profits of domestic producers, without any sub- 
stantial effect on the volume of domestic production or of imports. In other 
cases, foreign producers might simply raise their prices by the amount of the 
tariff cut, and there would be no effect on domestic production or prices. 

(20) Competitive adjustments of the sort that might result from changes in 
the tariff are basically no different, and have ordinarily been far less severe, 
than those which are continually taking place within our competitive domestic 
economy. Competitive adjustments of this kind are part of the growth of our 
productive efficiency and of the growth of our standard of living. 

Nevertheless such adjustments involve social and economic costs. The costs 
may be of different kinds: Workers may lose their employment and have dif- 
ficulty in finding new work. Labor skills acquired over long periods can be 
rendered obsolete by new competition. Plant and equipment made idle by new 
competition which cannot be converted to other uses become valueless. Local 
communities heavily dependent on a particular industry whose output and em- 
ployment have been reduced can become chronically depressed. These economic 
and social costs of tariff liberalization cannot be overlooked. In making tariff 


policy they should be carefully weighed against the political and economic ad- 
vantages to the United States of reducing tariffs. 


The tariff and expanding world trade 


(21) American tariffs have been considerably lowered since the 1930’s. About 
half of this reduction has been due to reciprocal trade agreements entered into 
with other countries and the other half to the effect of rising prices of im- 
ported merchandise on specific tariff duties. There are opposing views on the 
question of how much this reduction has reduced the general restrictiveness of 
the tariff. It is clear, however, that tariff rates on many products are still 
restrictive, in the sense that reduction of those rates would increase imports 
substantially—for example, the tariffs on woolens and worsteds, apparel wool, 
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cigar wrapper tobacco, sewing machines, optical instruments, fish fillets, edible 
nuts, and toys, among others. 

(22) Tariffs are not the only restrictive feature of American commercial 
policy. The “Buy American” legislation and our shipping policies also restrict 
imports of goods and services. Import quotas may well be as important in their 
effect on the overall volume of our imports as the tariff. Direct quantitative 
restrictions, such as those imposed on imports of wheat, cotton, sugar, butter, and 
cheese, are more important than tariffs in restricting imports of agricultural 
products.* 

(23) The business risks arising from uncertainties over United States tariff 
rates and regulations and their future course are a serious obstacle to those 
seeking market opportunities in the United States for foreign goods. Uncer- 
tainty is created by the peril-point and escape-clause provisions of the Trade 
Agreements Act, by the extreme complexity of tariff classification set out in the 
Tariff Act of 1930, and by present methods of determining the value of im- 
ported merchandise for tariff purposes.° Foreign exporters and American im- 
porters are continuously inhibited by uncertainties over the future of the Trade 
Agreements Act and of American tariff policy generally. These uncertainties 
influence the level of our imports of dutiable products. 

(24) Other countries’ import barriers, which are generally higher than our 
own, also severely restrict foreign trade. These import barriers exist to pro- 
tect domestic industries, to bolster a weak balance of payments, to safeguard 
certain social policies, and for other reasons. Many countries’ restrictions on 
imports of American products are in part made necessary by their inability 
to earn enough dollars to pay for all the goods and services they want to buy 
from us. Lowering our barriers to imports would therefore make it possible 
for other countries to lower their import barriers. It would give us a basis and 
a justification for pressing them to do so. Our own willingness to lower our 
tariffs and other barriers to imports is affected—and properly so— by the will- 
ingness of other countries to liberalize their import policies. Thus, liberalizing 
the American tariff can be an effective means to expand world trade, provided 
other countries will also lower trade barriers. 

The committee believes that the foregoing propositions about international 
trade and the tariff will be widely accepted. These points do not, however, 
answer all the questions relevant to tariff policy. Nor do they point to a single 
conclusion about what kind of tariff policy would be in our national interest. 

Disagreement about tariff policy arises from two sorts of differences. There 
are differences about questions of fact—such as the probable effect of tariff 
cuts on imports and domestic industries. And there are differences about the 
relative importance to the national interest of the various considerations that 
go into the making of tariff policy. 


THE VIEW OF THOSE WHO OPPOSE TARIFF LIBERALIZATION 


Those who oppose tariff liberalization stress the risks a more liberal tariff 
policy might have for particular American industries. They see a risk of injury 
both to industries essential to our national defense and to industries which 
make an important contribution to the growth and strength of the American 
economy. They question whether tariff reductions would have any immediate 
or substantial effect upon the volume of our exports. 

Persons who hold this view question whether the importance of tariff policy 
as an arm of foreign policy has not been given too much weight in recent 
years. 

All parties engaged in the present debate on tariff policy agree that Amer- 
ican production and productive capacity which are essential to the national 
security should be safeguarded. Those who oppose further tariff reduction 
feel that a very clear line can be drawn between industrial products which di- 
rectly or indirectly serve our military strength and those which are wholly 
nonmilitary in nature. The contribution of American industry to national 
security is not confined, in their view, to a few industries, but is general through- 
out the American economy. Therefore, they feel that tariff reductions on al- 


_*In principle, the committee feels that quantitative import restrictions are an unde- 
sirable method of controlling imports but the question what to do about our agricultural 
import quotas is inseparable from the problem of domestic agricultural policy. CED's 
research and policy committee now has in preparation a policy statement on farm policy 
which will treat this subject, hence it is not discussed further here. 

®’ These questions are examined more fully on pp. 30-33. 
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most any important class of goods are likely to mean the loss of production, 
productive capacity, and skills essential to defense. 

All parties engaged in the present debate also agree that a strong and dynamic 
American economy is essential not only to our own security but to the security 
of all free nations. To remain strong and dynamic the American economy must 
continue to grow. And growth, in turn, depends in part on American industry 
earmarking resources on a large scale for research and development. Those who 
oppose tariff liberalization assert that the supply of these resources may be put 
in danger by tariff cuts—may be already restricted in some industries under 
the present level of United States tariffs. 

Opponents of tariff liberalization believe our foreign friends and allies no 
longer need the special assistance that lower tariffs might afford in expanding 
their foreign trade. They point out that other industrial countries in the free 
world have now largely recovered from the war; their industrial production is 
well above prewar levels, and their balances of payments and dollar reserves are 
in considerably better shape than they were a few years ago. For example, 
industrial production in Western Europe in 1953 was 41 percent above 1938, and 
Western Europe’s exports in 1953 were 56 percent above their 1938 volume. 
During 1953, Western Europe's gold and dollar reserves rose by some $2 billion. 

In light of these facts, opponents of tariff liberalization believe that United 
States tariff policy need no longer be used as an instrument of foreign policy. 
Rather, they urge that it is in the national interest to base tariff policy on do- 
mestie considerations and on a concern for our own economy. They believe that 
it is no longer necessary to run any risk of damage to domestic industries in 
order to strengthen our allies. 

The average level of United States tariff duties has already been lowered con- 
siderably as compared with prewar years. Opponents of tariff liberalization 
claim that the effect of the existing level has not yet been fully tested under 
conditions of postwar industrial recovery abroad and a buyer’s market at home. 

In the early postwar years, foreign industrial production was kept far below 
prewar levels by war damage, shortages of fuel and materials, and shortages of 
foreign exchange. Demand in these countries was at the same time swollen by 
inflation, by reconstruction of war damage, and by wartime arrears of investment 
and consumption. Foreign trade connections had been disrupted by the war. 
These things were true of most industrial countries overseas and particularly true 
of Japan and Germany. As a result, the volume of their exports to us was small. 

Now, however, production abroad has been restored, inflation largely overcome, 
and trade relations resumed. Moreover, a seller’s market in the United States 
has given way to a buyer’s market. In these circumstances, opponents of tariff 
liberalization believe that even the existing level of United States tariff rates 
may result in a widespread increase in foreign competition. Indeed, from their 
point of view, there is a question whether some existing rates should not be 
increased. 

Increased competition from imports would be severe in industries of the handi- 
craft type. There are a good many products of heavy industry, too, where pro- 
duction methods are much the same here and abroad, and where the number of 
man-hours of labor which goes into a unit of production is quite similar. In 
such cases, low foreign wages give foreign producers a competitive advantage 
and often mean that foreign products can undersell domestic products in the 
American market. Heavy electrical equipment, flat glass, some chemicals, and 
some machine tools appear to be examples of such products. A German worker 
turning out some synthetic organic chemicals is just about as efficient and pro- 
ductive as an American worker, but his wages are much lower. The same can 
he said of a Belgian worker making plate glass. 

Those who oppose tariff liberalization point out that the aim of using United 
States tariff concessions to secure tariff concessions for our exports overseas 
has not been very successful. Often tariff concessions offered for United States 
exports have been nullified by the imposition of import quotas abroad. In many 
eases the United States has traded tariff concessions for commitments by for- 
eigners merely to bind their tariff rates at the existing level—that is, we have 
lowered our tariffs in exchange for promises from other countries not to raise 
theirs. 

In view of those who oppose tariff liberalization, this record does not warrant 
much hope that other countries will respond in kind to further United States 
initiatives toward freer trade. In many parts of the world, particularly in un- 
derdeveloped countries, there is today a trend toward protectionism. The desire 
for industrialization in underdeveloped countries has led many governments to 
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establish completely protected domestic markets for their new, “infant” indus- 
tries. Other countries have turned to protectionism to safeguard full-employ- 
ment and other social policies. Opponents of tariff liberalization believe that 


United States sacrifices to foster freer world trade will come to naught in the 
face of these trends. 


These kinds of consideration led some Americans, including a minority of the 
research and policy committee, to oppose further tariff liberalization. 


THE VIEW OF THE COMMITTEE 


After full consideration of the views of those who oppose tariff liberalization, 
the research and policy committee, by a preponderant majority, has come to the 
conclusion that it is in the national interest of the United States to continue a 
policy of gradual and selective tariff reduction.’ 


Tariff policy is part of our foreign policy 

The committee believes that tariff policy is inextricably involved in our for- 
eign policy. 

The survival of freedom and of western civilization depends in considerable 
part on whether this country is able to keep strong allies willing to work with us 
in strengthening the free world and resisting Communist subversion and aggres- 
sion. A major aim of American foreign policy is therefore to strengthen the 
political and economic health of friendly foreign countries and to tighten the 
bonds of mutual interest and community of purpose which tie our allies to us and 
us to them. Our foreign economic policy and our tariff policy are intimately 
involved in this task. Trade among nations can be a powerful force making for 
unity. 

Although Western Europe and Japan have now recovered from the direct 
effects of the war, they have not yet recovered their economic strength. 
Whether their strength increases or deciines depends in part on whether they are 
able to expand their trade with the United States and other countries. Although 
it is doubtful that lower tariffs would increase our trade with these countries 
greatly in the next few years, the longer run effects could be important if our 
tariff policy could be put on a stable basis so as to minimize uncertainty. In 
the longer run, a liberalized American tariff could make a worthwhile contribu- 
tion to our allies’ economic health and military strength—and hence a contribu- 
tion to our own security. 


Moreover, the psychological and political effects of our tariff policy should 
not be underestimated. Adoption of a clear-cut policy of tariff liberalization 


6 Footnote by John D. Biggers, in which Ernest Kanzler has asked to be associated: 
“IT am opposed to the CED’s recommendations with respect to United States tariff policies. 
I consider them contrary to our national interest and based on academic theories rather 
than on actual conditions in the world today. 

“(1) The United States is already a low-tariff country. Of the 43 countries reporting 
to the International Monetary Fund, the United Nations and other official sources, 35 
have a higher percentage ratio of customs duties collected to total value of imports than 
the United States. Only seven countries have lower ratios. 

(2) We should test the effects of adjustments already made before going further. The 
tariff reductions embodied in the so-caalled reciprocal trade agreements which have been 
made since 1934 have not been thoroughly tested under normal world conditions. Only 
during recent months has our economy been relatively free of abnormal or artificial stimu- 
lants and already the ill effects of tariff reductions made during the past 20 years are 
being felt by a number of our industries in many communities and by thousands of 
unemployed workers. 

“(3) Other nations are pursuing nationalistic policies in their own self-interest. The 
committee’s recommendations might be effective if we were living in an unselfish world, 
but such is not the case. Others are glad to invade our markets but reluctant to have us 
share in theirs. They have erected tariff barriers, exchange regulations, import quotas, 
and even embargoes to protect their markets. We have received very few benefits in 
return for our large tariff reductions during the past 20 years. 

“(4) Our allies do not need additional tariff aids. Their industrial production has 
risen to levels of 31 to 73 percent above those prevailing in 1938, and they have made 
further gains during the current year. 

“(5) We cannot permanently divert world commerce from its natural channels. Our 
allies are resisting and even ignoring our efforts to exclude them from their normal 
markets in Eastern Europe and Asia. 

(6) We cannot ‘buy’ support for our policies. We have not succeeded by giving out- 
right aid nor can we by offering ‘easy business’ on a platter. 

“(7) Further tariff reductions might boomerang. American communities, companies, 
and workers seriously injured by foreign imports would demand Government protection, 
and we might swing the pendulum too far in the direction of increased tariffs. This 
would be unfortunate. 

“(8) The sound policy seems to be to test the effects and consequences of the tariff 
reductions made during the past 20 years before making further unwarranted, unneces- 
Sary, and dangerous experiments.” 


57600—55—pt. 154 
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would be signal evidence of our concern for the economic welfare of other free 
nations. It would therefore help to strengthen our alliances at a time when 
they badly need strengthening. Conversely, a reversal of our tariff policy would 
be interpreted by the rest of the world as a retreat from our present foreign 
policy. 


Tariff liberalization will strengthen the United States economy 


The committee believes that, on balance, the results of tariff liberalization 
will strengthen the domestic economy by improving its overall efficiency and by 
raising our living standards. 

Tariff liberalization, by increasing imports, will permit other countries to buy 
more from us, particularly in the longer run. Our major export in- 
dustries—for example, those producing earth-moving machinery, tractors, textile 
machinery, printing machinery, sewing machines, typewriters, refrigerators, 
diesel engines, motor vehicles, and agricultural machinery—are, in general, those 
with the highest relative productivity. As their output is increased and is ex- 
changed for more imports, the overall efficiency of the American economy tends 
to increase. In general increased imports at costs and prices below those in- 
volved in domestic production raise our standard of living. Increased imports 
add to the variety of our consumption. They stimulate American industry to 
develop new and better products. 


Tariff cuts should be made gradually 


We favor a gradual approach to tariff reduction. We have pointed out the 
impossibility of forecasting accurately the effect of tariff cuts on imports and 
on the domestic economy. Because of that difficulty, it is essential to reduce 
tariff rates gradually and selectively. The speed at which they are reduced 
should be subject to adjustment in the light of experience. 

If tariffs are reduced gradually, there is reason to believe that the effect on 
imports would not be very large in the short run." In the short run, foreign 
producers would not be able quickly to expand their output or to divert large 
supplies from other markets. It would take them considerable time to adapt 
designs and specifications to the requirements of the American market. More- 
over, for many products, promotional effort on the scale necessary to break into 
the American market on a volume basis is something outside the experience and 
beyond the means of most foreign manufacturers. 

In the longer run, however, these nontariff obstacles to increased imports 
might be partially overcome, and the effect of tariff reductions on imports might 
be correspondingly larger. How much larger would depend, in part, on the 
assurance felt by foreign and domestic traders in the stability of American 
tariff liberalization policy and in international conditions generally. If such 
assurance is felt, the increase in imports might eventually become very con- 
siderable. 


Most domestic producers will be affected little if at all by a gradual reduction 
in tariffs." This is true particularly of products produced here by highly 
mechanized, mass-production techniques, and these products account for the 
great bulk of American manufacturing. Our mass production industries enjoy 


7™The only available detailed estimate of the effect of tariff reduction on imports con- 
eludes that the short-run (3 to 5 years) effect of a complete suspension of tariffs would be 
to increase imports by somewhere between $800 million and $1.8 billion per year. Sub- 
stantially higher estimates have, however, been made. The estimate referred to was 
made by the staff of the Randall Commission. It is based on the assumption that the 
suspension of the tariff is temporary, with no assurance of permanence. (See Commis- 
sion on Foreign Economic Policy (Randall Commission), Staff Papers, Washington, D. C., 
February 1954, : 380.) The estimate is based on a detailed commodity study made by 
Dr. Howard S. Piquet and outlined in his book Aid, Trade and the Tariff (New York, 
1953). It is consistent with an earlier estimate in a report by the Public Advisory 
Committee of the Mutual Security Agency. It was there estimated that a drastic reduc- 
ion (but not the complete suspension) of the tariff would increase annual imports by 
some $700 million to $1 billion in the short run. This estimate, like the Randall Com- 
mission staff estimate, is based on 1951 import data. (See A Trade and Tariff Policy 
in the National Interest, a Report to the President by the Public Advisory Board for 
Mutual Security, Washington, D. C., February 1953, p. 65.) 

SA recent estimate suggests that the temporary suspension of the tariff on manufac- 
tures would cause, at a maximum over a 3- to 5-year period, a $300 million reduction of 
annual output, and the loss of some 45,000 johs, in domestic manufacturing industries 
which compete directly with imports. (See Commission on Foreign Economic Policy 
Staff Papers, Washington, D. C., February 1954, p. 383; and Howard S. Piquet, Aid, Trade 
and the Tariff, table 6, p. 46.) This estimate is subject to the general qualification 
noted in the next that the impact of tariff reductions on the domestic economy cannot 
be forecast with any certainty. We present this estimate with the warning that it and 
other such estimates should be treated with caution. 
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expanding markets at home and at the same time compete very vigorously in 
many markets abroad. 

The competitive impact of even moderate tariff reductions might be more 
serious on some other products of industry and agriculture, particularly on 
products of the handicraft type and on a few agricultural commodities. In 
these cases it is doubly necessary to proceed cautiously and gradually with tariff 
reductions. Furthermore, provision should be made to correct possible errors in 
tariff liberalization by allowing interested parties a chance to appeal. In cases 
where an industry is already declining absolutely, tariff reductions should 
ordinarily be avoided until the orderly transfer of labor and other resources to 
other uses is reasonably assured. 

To proceed cautiously and gradually does not, however, mean to prevent any 
additional competition for domestic producers. It does not mean that competi- 
tive adjustments should necessarily be avoided when they are caused by import 
competition. The movement of labor, capital, and management from relatively 
high-cost to lower-cost production, under the stimulus of competition, is part of 
the process by which the American economy grows and increases its efficiency. 
These competitive adjustments are the same whether caused by tariff reductions 
or by domestic causes—the introduction of new and more economic production 
processes, the introduction of a new product by a competitor, geographic shifts 
of industry, and changes in consumer tastes. The American economy has 
demonstrated many times in recent years its flexibility and adaptability in 
adjusting to changes greater than have been occasioned by tariff reduction. 
Though these adjustments may at times be painful, they are one of the sources 
of the dynamism of the American economy. Their final effect is not to reduce 
average American wages but to increase them. For after the adjustments have 
been made and the displaced workers have obtained employment in more efficient 
industries, our productivity will be increased. As a result, real wages will be, 
on the average, higher than before. 


What constitutes hardship? 


The committee recognizes that tariff liberalization will mean adjustments for 
certain elements of the domestic economy. The social and economic cost of 
these adjustments is real and should be carefully weighed in deciding on tariff 
cuts. Where these adjustments involve real hardship they should be a matter 
of national concern. But first it is necessary to define when a condition of 
hardship exists. . 

The committee does not believe that a reduction of a domestic producer’s 
share of a growing market should, of itself, be considered hardship. On the other 
band, where tariff cuts result in a substantial reduction in output and employ- 
ment, and where alternative employment is not available for the manpower 
and facilities made idle, real hardship has been caused. The rule governing 
tariff liberalization should be to avoid making labor and facilities idle on a 
substantial scale in situations where they cannot be reemployed within a reason- 
able time. This criterion can be satisfied in the great majority of cases if 
tariffs are reduced gradually. 

Situations of hardship can be anticipated and avoided in most cases if tariff 
reductions are preceded by a careful examination of the possible results, product 
by product and industry by industry. Where reduction of domestic output would 
be substantial and where alternative employment opportunities take time to 
develop, a gradual approach to tariff liberalization will, in most cases, allow 
sufficient time for the necessary adjustments. Adjustments which would involve 
serious hardship if they had to be made in 2 or 3 years might well be accom- 
plished with little or no hardship in a longer period. 


Compensation for competitive damage? 


Compensation in some form for competitive damage resulting from increased 
imports has often been suggested as a way of making tariff liberalization a more 
acceptable policy. The principle that persons damaged by action taken in the 
national interest should be compensated appeals to the sense of justice. The 
committee has, however, been unable to devise a practical compensation scheme. 
Furthermore, compensation for competitive damage resulting from tariff liberal- 
ization might set a dangerous precedent. 

The practical difficulties are of two kinds: In the first place there is the 
problem of choosing criteria which would permit a determination of the amount 
of damage. Should adverse changes in the rate of profit or in return on invest- 
ment be used as measures? Would it be necessary to show a failure to earn a fair 
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return on investment or to show absolute loss? Suppose only one product pro- 
duced by a multiproduct firm is affected? 

In the second place there is the problem of tracing the damage to tariff liberal- 
ization. With so many factors affecting the sales, prices, profits, and employment 
of a firm, how would it be possible to prove the degree of damage which was 
traceable to a particular tariff cut? 

Sven if these technical difficulties could be overcome, we would still have 
serious reservations about any compensation scheme. Compensation for com- 
petitive damage arising out of tariff cuts might create a precedent for demands 
for compensation arising out of many other changes of Government policy. It 
would be unwise—and perhaps even inconsistent with a private, competitive 
economic system—to establish the principle that property rights can be acquired 
in the continuation of particular Government policies or controls. 


Assistance for readjustment 


Fortunately, there exist alternatives to compensation which avoid these diffi- 
culties. Much help by local, State and Federal bodies is already available to 
facilitate conversion or readjustment to more promising activities for firms, 
communities, and workers affected by increasing competition. 

Ordinarily, the most satifactory way of adjusting to new competition is diver- 
sification. Manufacturing companies affected by new competition can often 
solve their problem by shifting to new or different products. One-industry 
communities can adjust to new competition by broadening their industrial base. 
Within the last few years, a number of one-industry communities have carried 
out successful diversification programs. They have analyzed their industrial 
possibilities, raised funds, built plants, and attracted new industries.’ 

Though local initiative is the key to successful community diversification, not 
all communities needing to broaden their industrial base are able to do so entirely 
on their own. Funds which can be raised locally may be insufficient. Local 
business leaders may lack knowledge of how to go about the task. 

Similarly, individual companies subject to increased competition may find 
it difficult or impossible to diversify. For example, in some of the industries 
subject to import competition, firms are typically small and financially weak. 
Some of them lack funds to procure the necessary technical services, such as 
market analyses and production engineering. Some would not have the record 
of earnings to qualify for the needed financing from ordinary private sources. 

State and Federal aid in various forms is already available for communities 
or firms that need it to diversify. A number of State governments have estab- 
lished industrial development or credit corporations which can assist firms and 
local communities. At the Federal level, the Departments of Labor and Com- 
merce take a special interest in depressed communities and advise them in the 
establishment of diversification programs. State and Federal employment serv- 
ices assist displaced workers through their retraining and placement facilities. 
The Defense Department is required by Executive order to give special attention 
to labor surplus areas in placing procurement contracts. The Federal Govern- 
ment may grant accelerated tax-amortization privileges for the expansion in 
labor surplus areas of industrial facilities necessary for defense. Finally, the 
Small Business Administration, established in 1953, has authority to make or 
to participate with private institutions in making loans to small concerns. These 
loans, which may range up to $150,000, are made in order that small businesses 
unable to obtain credit elsewhere on reasonable terms say finance plant con- 
struction, conversion, or expansion. 

We believe that all these means should be vigorously used to make diversifi- 
cation possible where it is economically desirable and where the firms and 
communities directly concerned desire it. This type of assistance is preferable 
to continued tariff protection because it aims at facilitating competitive adjust- 
ments rather than at giving permanent protection against import competition. 
Assistance to facilitate readjustments to imports should be given according to the 
same standards and by the same means as in the case of readjustments arising 
from domestic causes. 


® Successful programs of this kind have been carried out in Danbury, Conn. ; in certain 
coal-mining communities in southern Illinois and Pennsylvania; in Lowell and New Bed- 
ford, Mass.; in Manchester and Nashua, N. H.; in Utica, N. Y.; in Iron Mountain, Mich. ; 
in Altoona, Pa., and in a number of other communities. A description of these and other 
examples of community adjustment to domestic and foreign competition by way of diversi- 
fication may be found in Commission on Foreign Economic Policy, Staff Papers, Washing- 
ton, D. C., February 1954, chapter VII. 
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Safeguarding defense industries 

All Americans agree that production and productive capacity essential to the 
national security should be safeguarded from damage which may result from 
import competition as tariffs are lowered. However, what production or capacity 
is essential to national security is a difficult question of judgment. Our belief is 
that only production or productive capacity which would be indispensable in 
time of national emergency, and which could not readily be built up after the 
onset of the emergency can properly be included in this category. 

Even where damage to essential capacity or output would result from a tariff 
cut, continued tariff protection is not necessarily the best means of preventing it. 
There are other methods which may, in appropriate cases, be preferable. 

For example, in the case of military end products, a standby military contract 
calling for modest current deliveries would allow facilities to be maintained 
and key personnel to be kept together. The contract could also provide for 
continuing research on product design and production methods. 

In other cases, a Government subsidy of some kind may be appropriate. A 
tariff is, of course, a form of subsidy. As a method of maintaining industrial 
capacity essential to defense, however, a direct subsidy may sometimes have 
the advantage over a tariff that its nature and purpose are clear and that its 
continuation from year to year would probably be subject to review in the light 
of changing circumstances. Subsidies are now used to protect from foreign 
competition some economic activities essential to national security, notably our 
merchant marine. A subsidy need not take the form of a cash payment. It 
might involve, for example, Government financing of certain capital equipment. - 

In the case of essential raw materials whose output at necessary levels is 
threatened by tariff reduction, Government stockpiling at times of reduced 
demand may be preferable to continued tariff protection. In general, a liberal 
policy for imports of commodities which substitute for scarce, exhaustible 
domestic natural resources is especially in the national interest. Since the future 
rate of discovery of domestic reserves exploitable at reasonable costs is always 
in doubt, we ought, in time of peace, to use foreign sources of supply to meet a 
large part of our current needs for these commodities, safeguarding our reserves 
for future use in the event of an emergency. There may, however, be cases 
where for military or technical reasons the domestic output of basic raw 
materials, scarce or plentiful, should be maintained at a level higher than would 
be possible if the tariff were lowered. In cases of this kind purchases of do- 
mestie output for the military stockpile or subsidies might be preferable to 
maintaining tariff protection indefinitely. 

There may be still other cases where there is no practical or desirable alterna- 
tive to continued tariff protection for essential capacity that would be damaged 
by a tariff cut. 

With all these considerations in mind, the committee favors a policy of gradual 
and selective tariff reduction along the general lines proposed by the President. 
The United States is the strongest nation of the free world, and it should lead 
in lowering import barriers and freeing world trade. The effectiveness of our 
efforts to expand world trade is not, of course, dependent on our policies alone. 
How other countries respond to our lead is equally important, and their response 
should condition the course of our tariff policy. We believe, however, that the 
case for our taking the initiative now is very strong. 


RECOM MENDATIONS 


The committee believes that the first requirement of tariff policy is to mini- 
mize uncertainty about the future course of the American tariff. We are 
convineed of the advantages of expanding world trade. If tariff liberalization 
is to make a positive conrtibution to this objective, we must first give as clear 
assurance as we can that the direction of future tariff changes will be downward. 
The act of assurance is as important as actual tariff reduction. 

The best way to create greater certainty about American tariff policy would 
be to extend the President’s trade-agreements authority for a period of years. 
We favor extension for at least 5 years; consideration should be given to exten- 
sion for a longer period. Business at home and abroad should not be subject 
to the uncertainties which have resulted in recent years from annual debate 
over the renewal of this authority. 
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Further, the President’s authority to reduce tariffs should be enlarged in four 
ways: 

First, the President should be authorized, as part of his trade-agreements 
authority, to reduce tariff rates by not more than 5 percent per year for the 
period of the extension of the Trade Agreements Act. Unused authority 
should not expire but should carry over to following years. This new author- 
ity should replace the authority to reduce tariff rates remaining under the 
present act, except with respect to trade with Japan.” 

Second, the President’s request for authority to reduce to 50 percent ad valorem, 
or its equivalent, any tariff rate now above that level should be granted. Such 
reductions should ordinarily be made over a period of years. 

Third, the President should be authorized to suspend the tariff duty on any 
product which is not produced in substantial quantities in the United States. 

Fourth, the President should be authorized to exchange tariff reductions for 
other kinds of benefits to the United States than tariff reductions abroad. 
The present law requires that tariff concessions by other countries on American 
products be received in exchange for any reductions of American tariffs. In 
the committee’s opinion, it is questionable whether tariff concessions from other 
countries are always the best return we can get in exchange for liberalizing 
our own tariff. Among other things, American exports are frequently more 
limited by other countries’ import quotas than by their tariffs. 

Reductions in our tariff, for example, might be exchanged for liberalization 
or elimination of other countries’ import quotas on American goods, or on 

-the goods of third countries. American tariff reductions might also be exchanged 
for concessions to American investors abroad—effective guaranties that Ameri- 
can firms and investors would enjoy the same rights and privileges as local firms 
and investors ; effective assurance against nationalization without compensation ; 
or permission to withdraw profits and capital. Agreements of this kind could 
be helpful in increasing American private investment abroad. 

We recognize that practical difficulties will be encountered in carrying out 
this broadened concept of reciprocity. Some countries may resist extending 
the scope of negotiations about tariffs to include nontariff questions. Neverthe- 
less, we feel that the advantages to the United States of being able to use tariff 
negotiation as a broader and more flexible tool of policy warrant a careful 
search for ways around these practical difficulties. 


Classification and valuation 


The Commission on Foreign Economic Policy (the Randall Commission) made 
several proposals concerning the classification and valuation of imports in 
assessing tariff duties. These proposals may be summarized as follows: 

(1) The President should be empowered, on the basis of recommendations by 
the Tariff Commission, to make changes in commodity definitions and rates 
for the purpose of consolidating schedules and simplifying classifications, pro- 
vided such changes do not materially alter the average rate of duty for any 
class of goods. 

(2) The present standards and procedures for valuation of dutiable merchan- 
dise should be revised. In particular export value should be made the preferred 
initial standard of valuation. 

(3) In addition, a study should be made of the feasibility of making greater 
use of the actual invoice price of imported goods for valuation purposes.” 

We believe these three proposals are sound and should be adopted. The 
President has requested legislation embodying the second of these three recom- 
mendations. The whole question of simplification of customs classification is 
now under study by the Tariff Commission pursuant to the Customs Simplifica- 
tion Act of 1954. 


The administration has proposed that in the case of Japan, with which no postwar 
agreement has been made, the unused authority under the present act, namely, the au- 
thority to reduce tariff duties to 50 percent of the January 1, 1945, level, be retained. 

4 Under present tariff legislation, the value of imported merchandise for duty purposes 
is normally based on foreign value or export value, whichever is higher. The foreign value 
is the price at which similar merchandise is offered for sale for home consumption in the 
enparins country. The export value is the price at which the merchandise is offered for 
sale to American importers... For value represents neither the price paid for the goods 
nor the price for which they are sold in the United States. The determination of forei 
value is costly and time aoe. Neither importers nor customs officials know the 
foreign value without investigation in the country of origin. Elimination of foreign value 
as a standard of valuation would thus greatly reduce uncertainty about the amount of 
duty to be paid and delay in determining it. The use of the actual invoice price for 
valuation would further simplify and expedite valuation. 





TRADE AGREEMENTS EXTENSION 


The Antidumping Act 


American producers are entitled to effective protection against serious injury 
resulting from foreign dumping in the American market—that is, from the sale of 
foreign merchandise here at a price substantially below the price charged in 
the exporting country, with allowance for normal transfer costs. At the same 
time, the administration of protection against dumping should not create 
unnecessary delays and uncertainties for American importers and foreign 
exporters. 

The Antidumping Act of 1921 is designed to give protection by imposing 
special antidumping duties in cases where it is found that a domestic industry 
is being, or is likely to be, injured by importation of goods of a kind or class 
which is being dumped. There is considerable criticism of the effectiveness 
of the present act as now administered. The task of determining actual or 
threatened injuries under the Antidumping Act has recently been transferred 
from the Treasury Department to the Tariff Commission. While it is important 
to avoid interruption of imports while alleged cases of dumping are under 
investigation, the administration of the act should be speeded up in order to 
give American industry more effective protection against dumping. 


Peril-point and escape-clause provisions 


The peril-point and escape-clause provisions of the Trade Agreements Act in 
their present form are serious limitations on the President’s ability to lower 
tariff rates. 

The peril-point provision requires the Tariff Commission to survey all com- 
modities on which the President proposes to negotiate agreements and to specify 
rates of duty below which, in the Commission’s judgment, tariffs cannot be 
lowered without serious injury to domestic producers. The act also requires 
that an escape clause be inserted into all trade agreements. Under the escape 
clause, the Tariff Commission may recommend to the President, on its own 
motion or on complaint of an interested party, that a tariff concession be with- 
drawn because it is causing or threatening to cause serious injury to domestic 
producers. 

These provisions have been interpreted by the Tariff Commission to forbid 
tariff concessions which will result in any reduction of domestic output, except 
in the case of multiproduct industries where displaced labor and plant can easily 
be shifted to other products made by the same firms. Some shifting of resources 
into more efficient uses is, as we have noted, a necessary part of the economic 
process by which the national interest in expanded trade is realized. Although 
the escape-clause and peril-point provisions have not been frequently applied, 
this interpretation has greatly limited the area of effective use of the trade 
agreements authority. (With the single exception of the trade agreement 
with Venezuela, no major reductions in United States tariffs have been made 
while the peril-point provision has been in effect.) If there is to be effective 
liberalization of the tariff, the peril-point and escape-clause provisions of the 
Trade Agreements Act need to be modified. In their present form they are 
inconsistent with effective tariff liberalization. 

The President has asked that these provisions be retained. He has, however, 
stated his intention to base his decision on Tariff Commission recommendations 
on grounds broader than the Commission is empowered to consider. We agree 
that the President should be free to set aside Tariff Commission recommendations 
when he finds that the national interest requires it. In our view, however, more 
than this is needed. We believe that the peril-point and escape-clause provisions 
of the Trade Agreements Act should be changed in two ways. 

First, it should be made clear that the purpose of these provisions is to pre- 
vent serious hardship rather than to prevent any reduction of domestic output 
by imports. “Serious hardship” might be defined as reduction in output and 
employment on a substantial scale, where a major part of the labor and facilities 
released would be unable to find suitable alternative employment or use within 
a reasonable time. 

Second, the withholding of a tariff rate reduction under the peril-point pro- 
vision, or its withdrawal as a result of escape-clause proceedings, should ordi- 
narily be temporary, not permanent. Business firms, employees and communities 
should be given sufficient time to readjust to the effects of tariff reductions. But 
they cannot reasonably claim the permanent right to avoid adjustments where the 
national interest clearly calls for a tariff reduction. 

CED does not favor unlimited free trade. We do believe that it is in the 
national interest of the United States to continue a policy of gradual and selective 





TRADE AGREEMENTS EXTENSION 


tariff liberalization. That policy should be fair to those who may be affected 
adversely by tariff reduction. It should not damage domestic production which 
is truly essential to national security. We believe that a tariff policy of this kind 
will, on balance, strengthen our domestic economy and increase our national 
security. 

As the strongest economic power in the free world, the United States has a 
special responsibility for liberalizing trade—the responsibility of leadership. 
The direction which our tariff policy takes will help to determine whether the 
free world moves ahead to widening markets and expanding production or 
whether it moves in the opposite direction, toward intensified economic national- 
ism and political division. How effective American initiative will be depends 
on how other countries respond to it. Our willingness to liberalize our tariff 
reflects our belief thaf all the nations of the free world have a stake in the ex- 
pansion of trade with each other. 


THE COMMITTEE FOR ECONOMIC DEVELOPMENT 


The Committee for Economie Development is a nonprofit organization of 150 
leading businessmen and educators who are devoting their time, experience, and 
resources to objective economic research and education. It is supported by 
voluntary contributions from business and industry and is nonpartisan and 
nonpolitical. 

CED was incorporated in September 1942, with Paul G. Hoffman as its first 
chairman. It grew out of an idea advanced in 1939 by Mr. Hoffman and other 
leaders in business and education that “we should enlist the services of the best 
brains from our universities and from business and put them to work in solving 


the problems of how high productive employment can be attained and main- 
tained in a free society.” 


CED is dedicated to these basic objectives : 

(1) To develop, through objective research and discussion, findings, and rec- 
ommendations for business and public policy which will contribute to the pres- 
ervation and strengthening of our free society, and to the maintenance of high 
employment, increasing productivity and living standards, greater economic 
stability, and greater opportunity for all our people. 

(2) To bring about increasing public understanding of the importance of 
these goals and the ways in which they can be reached. 

The first objective is the responsibility of CED’s research and policy commit- 


tee; the second, the responsibility of the information committee and the business- 
education committee. 


THE RESEARCH PROGRAM 


CED’s research program is directed by the research and policy committee, 
composed of 35 businessmen selected from the board of trustees. This commit- 
tee is aided in carrying out the research program by a research advisory board 
of leading economists and other social scientists and by a small research staff. 

The research and policy committee is solely responsible for statements on 
national policy. These statements, issued as pamphlets, are the result of months 
of careful study and frequent meetings.’ The research for each statement is 
undertaken by a subcommittee, with the full research and policy committee 
participating in the drafting of findings and recommendations. Throughout the 
period of preparation, the committee and subcommittee hold meetings at which 
the problems being considered are discussed with the research advisory board, 
the research staff, and others with specialized knowledge in the field. When the 
committee has approved publication of a statement, any committee member may 
submit a signed memorandum of comment, reservation, or dissent, which must 
be published with the statement. 

In its deliberations, the research and policy committee draws extensively on 
research materials. In some cases these take the form of relatively brief re- 
search memoranda, prepared by experts in the field, which bring together per- 
tinent factual and analytical material for committee consideration. These 
memoranda are ordinarily not published. In other cases full-length research 
monographs are prepared by scholars in the field being studied. These research 
studies are published as books by CED. The authors are assured complete free- 
dom of conclusion and expression under CED’s bylaws. 


1 See pp. 37-88 for list of current Statements on National Policy and other publications. 
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THE INFORMATION PROGRAM 


To aid in carrying out CED’s second basic purpose—increasing public under- 
standing of our economy—the information committee directs the distribution of 
CED research products and the preparation of interpretive material. State- 
ments on national policy and other CED publications are regularly distributed 
to organizations, publications, and individuals throughout the country. 


THE BUSINESS-EDUCATION PROGRAM 


A CED business-education program was established in 1947. Embracing scores 
of different field projects in economic research and education, this activity is 
directed by the business-education committee, whose membership includes lead- 
ing educators and businessmen. CED cooperation in the various projects rests 
on the principle of leadership by a university or other established educational 
unit combined with active participation and support by business and community 
leaders. In general, the projects fall into these classifications: (1) college- 
community research projects, (2) economic education in the public schools, and 
(3) cooperation with national, community, and business organizations. 

The Cuatrman. Are there any further questions? 

If not, we again thank you, Mr. Petersen, for your appearance and 
the helpful information you have given the committee. 

Mr. Perersen. Thank you. 

The Cuarrman. The next witness is Mr. Arthur B. Sinkler, on be- 
half of the American Watch Manufacturers Association. A iy 

Would you please give your name, address, and the capacity in 
which you appear, for the record ? 


STATEMENT OF ARTHUR B. SINKLER, 0N BEHALF OF THE 
AMERICAN WATCH MANUFACTURERS ASSOCIATION 


Mr. Stnxter. Mr. Chairman, my name is Arthur B. Sinkler. I am 
president of the Hamilton Watch Co., of Lancaster, Pa. I appear 
today on behalf of the American Watch Manufacturers Association. 
The members of the association are my own company, Elgin National 
Watch Co., of Elgin, [1l.,and Waltham Watch Co., of Waltham, Mass. 

We have appeared before this committee in support of previous 
extensions of the Trade Agreements Act, and we appear today to re- 
new that support. Basically, we favor extension of the Trade Agree- 
ments Act because we believe in the stated purpose of the act, which 
is to expand foreign markets for products of the United States, and 
because of its vital function in our efforts to strengthen the economies 
of friendly nations abroad as a means of encouraging world trade 
and world peace. We believe, moreover, that this best can be done in 
ways which do not imperil the ability of the United States to mobilize 
quickly and effectively for its own defense if that becomes necessary. 

The necessity for safeguarding our own mobilization base is in keep- 
ing with, and not contrary to, the purposes of our efforts to expand 
foreign trade. For the safety of the free world, the need for economic 
and military strength at home is certainly as great as the need for 
such strength among our allies. We do not believe anyone is prepared 
to say that this Nation should deliberately impair its ability to mobi- 
lize for its own defense in order to strengthen the economies or the 
mobilization potentials of foreign countries. These considerations 
require a balance, which can be achieved by thoughtful legislation and 
wise administration. 
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The experience of the watch industry is an example of the need for 
greater balance. This committee must understand that the United 
States has come very close to complete loss of an essential security 
industry whose skills, once dissipated, could not be reestablished in 
time to be of any benefit in event of war, however badly needed. 

In the 2 years from the beginning of 1952 to the spring of 1954, the 
production of jeweled watches in the United States dropped over 50 
percent and employment on watch production fell almost as much. 
All the domestic producers had begun importing, and were prepared 
to discontinue production in the United States entirely. The im- 
porters and the Swiss cartel had gained control of over 80 percent of 
the domestic market and were on the verge of obtaining a complete 
monopoly. If the United States industry had collapsed, the only 
remaining jeweled watch industry of consequence in the free world 
would have been located in the heart of Europe. 

The Government has now determined that it would be unwise to 
permit this to happen and has recently taken steps to preserve and 
strengthen the small remaining United States industry. 

I would pause here to remind the committee that this action was 
not taken with a view to excluding the Swiss from our highly profit- 
able United States market, as some people seek to have the world 
believe. Nor was it designed or expected to unduly restrict Swiss 
participation in that market. It was simply intended to create for 
the domestic industry an opportunity to retain a small part of our 
own market and to restore that industry to a healthy condition for 
the safety of this Nation. This has been made quite clear by the 
Cabinet officers who appeared in support of H. R. 1. 

The important lesson to be learned from this near disastrous expe- 
rience is that essential industries cannot be allowed to come so close 
to the point of extinction. The defect in our present procedures is 
that too much emphasis has been placed upon “serious injury” and 
not enough upon “threatened injury,” at least so far as critical indus- 
tries are concerned. 

There are doubtless many essential elements of our mobilization base 
which can be preserved through defense orders, stockpiling, main- 
tenance of standby facilities and other aapees not involving pro- 
tective duties. But there is at least a small group of industries as to 
which such measures cannot be effective. This group is dependent 
upon special skills, requiring long training periods, which can be 
maintained only by constant use on their specific product. 

If industry of this character is permitted to approach too close to 
ruin, the Government’s help may come too late, or the industry itself 
may become discouraged and succumb to the temptation, which we 
have faced, to adopt the easier and more profitable role of the 
importer. 

e lag in attention to the security problem in relation to essential 
industries affected by our trade program has resulted from legislative 
omissions : 

There has been no statutory designation of responsibility for deter- 
minations within the context of our foreign economic policy of (a) 
military essentiality of industries, (>) the minimum capacity per- 
missible in the interests of security, or (c) remedies or safeguards to 
insure minimum capacities. 
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There are only two express statutory bases for a policy of making 
tariff action consistent with national security. The first is the require- 
ment of the Trade Agreements Act that the President shall request 
the Tariff Commission to make the investigation and report provided 
for by the— 


peril-point section * * * and seek information and advice * * * from the 
Departments of State, Agriculture, Commerce, and Defense. 
The second is the so-called Symington amendment of 1954, which 


prohibited reductions in duty where the President finds that the 
reduction— 


would threaten domestic production needed for projected national defense 
requirements. 

In such a void it is understandable that considerations of military 
security have been neglected and intermingled with the general eco- 
nomic problem of industrial dislocation by imports. It is not sur- 
prising that, in the presence of increasing emphasis upon expansion 
of imports, and in the absence of a clear mandate from Congress that 
national security be preserved in the operation of the escape-clause 
procedure, there has been confusion as to the weight and effect of the 
security consideration. 

The Office of Defense Mobilization has serious responsibilities 
respecting maintenance of an adequate mobilization base, and its 
correspondingly serious efforts to discharge its responsibility are 
noteworthy. 

Mr. Mits (presiding). Mr. Sinkler, Mr. Reed desires to propound 
a question, if it will not interfere with your statement. 

Mr. Stnxter. Certainly. 

Mr. Reep. I have to go over and vote, and I did want to ask you 
this question: Last week, when Mr. Benjamin Lazrus was before 
the committee, he asserted American watch manufacturers were ineffi- 
cient as compared with the Swiss. I inquired whether the Hamilton 
railroad watch was not an accurate timepiece. Mr. Lazrus told me 
that some of the Benrus watches were more accurate than the Ham- 
ilton watch. Which do you think is more accurate? 

Mr. Stnxuer. Mr. Reed, I think I should let Mr. Ralph Lazrus 
answer that question for himself. He appears to be better informed 
on that subject, perhaps, than this brother. 

r. Reep. I am wearing a Hamilton watch. I want an accurate 
watch. 

Mr. Stnxter. I would like to tell you, sir, if I may, what Mr. Lazrus 
has said before the Tariff Commission in 1951 in response to a question 
as to what was the quality of the Benrus watch. He answered, “I 
would say they are not accurate timepieces.” This is a quotation of 
Mr. Ralph Lazrus: 


My consideration of what is an accurate timepiece is a 21-jewel Hamilton 
railroad watch. That is my idea of an accurate timepiece. 


Mr. Reep. Thank you very much. 

Mr. Srnxter. I would like to give you one more, if I may. 

I quote this. This is from a statement filed by Benrus in an anti- 
trust suit brought by Hamilton against Benrus. Under oath Mr. 
Lazrus said: 


Hamilton and Benrus are not in substantial competition with each other. The 
watches manufactured and sold by plaintiff and defendant, Hamilton and Benrus, 
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respectively, are distributed through different channels and are of different 
character and appeal to, and are intended to appeal to, different segments of 
the consuming public. The business of Hamilton and Benrus is essentially 
complementary rather than competitive. Hamilton manufactures watch move- 
ments in the United States of very fine quality, while defendant imports from 
Switzerland watch movements which it cases in the United States for what is 
known as the popular-price line. 

I think these two statements speak for themselves. 

Mr. Reep. Thank you. 

Mr. Exsernarter. Mr. Chairman, I was here when our distinguished 
friend, Mr. Reed, questioned Mr. Lazrus on that. My recollection of 
his testimony was that he refused to say anything concerning the ac- 
curacy of the Hamilton watch. I think the only way it can be 
cleared up is to look at the testimony. I do not mean to raise the issue 
right now, because we are not in executive session. But my recollec- 
tion was to the effect that he did not say that the Hamilton watch was 
not an accurate watch. 

Mr. Reep. I am satisfied with what has been said here that the 
Hamilton watch is a good timepiece. We put our lives in the hands 
of the railroad people. 

Mr. Esernarrer. You said that. That is correct. 

Mr. Reep. I think it is well to know, and the public should know, 
from these hearings, whether or not the Hamilton watch is an efficient 
timepiece. I am trying to defend our domestic industry. 

Mr. Exsernarrer. My recollection is to the effect that Mr. Lazrus 
made no statement to the effect that the Hamilton watch was not an 
accurate watch. 

Mr. Reep. We will look at the record. I believe that I am accurate 
in what I have stated. I certainly would not state it unless I thought 
so. 
Mr. Minis. You may resume, Mr. Sinkler. 

Without objection, this table will be inserted into the record follow- 
ing Mr. Sinkler’s testimony, at the request of Mr. Reed. 

You may resume, Mr. Sinkler. 

Mr. Sinxter. The testimony, Mr. Eberharter, I think, that you 
refer to, appears on page 356. 

Mr. Mixis. You may continue with your statement, Mr. Sinkler. 

Mr. Sinxter. Moreover, the Secretary of Labor has told this com- 
mittee that he will continue to consider as an important factor in de- 
termining the injurious effect of trade concessions the question 
“whether skills which are essential to the mobilization base of the 
Nation are involved.” However, such duties, in relation to our for- 
eign trade policy or program are not as clear as they should be and 
specific standards and procedures for necessary basic determinations 
have not been provided. 

The Secretary of Commerce said in testimony before this committee 
last week that his Department is preparing recommendations for 
legislation in the form of an amendment to the Defense Production 
Act that is designed to preserve essential skills in some critical indus- 
tries. If enacted, such legislation could solve an important phase of 
the security problem. But the solution cannot be left to the indefinite 
future; legislation to establish the necessary safeguards is already 
overdue. 
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Moreover, it seems more appropriate that this problem be dealt with 
directly in the Trade Agreements Act, so that there be no misunder- 
standing at home or abroad about our intentions. The clear state- 
ment of such intention is not an innovation in world trade agreements 
procedures. 

In article X XI of the General Agreement on Tariffs and Trade 
and article 99 of the Habana Charter there are express provisions for 
action by any contracting nation for protection of its essential security 
interests, notwithstanding any other provisions of the agreements. 
Such principles are not only ae but indispensable to the 
proper administration of the trade program of any nation. 

For this reason, and since there is no present assurance of special 
legislation, we have certain suggestions on the subject which we think 
would strengthen H. R. 1 to the benefit not only of the United States 
but of all the friendly countries with which it is joined in resisting 
aggression. We have made similar recommendations in general terms 
in our previous appearances in support of the Trade Agreements Act, 
and the need for their adoption has become increasingly apparent. 

To provide an orderly and effective procedure for safeguarding 
essential defense productive capacity in the development of our 
foreign economic policy, the American Watch Manufacturers Asso- 
ciation strongly recommends that H. R. 1 include provisions placing 
upon a specific Government agency the responsibility for determining 
the security essentiality of industries faced with tariff concessions or 
claiming to be injured or threatened with injury by imports into the 
United States. 

This responsibility should be placed upon an independent body or 
upon a specially created board within the ODM. All Government 
departments and agencies should be charged with the duty of supply- 
ing information required by the designated body in discharge of its 
responsibility. 

he designated agency should be required to make a determination 
whether an industry falls within this category only upon appli- 
cation of— 

(1) an industry producing articles like or directly competitive with 
articles as to which modification of duties or import restrictions are 
being considered or proposed, or 

(2) an industry which has filed an application for relief under an 
escape clause, or 

(3) by direction of the President. 

The agency should also be empowered to initiate an investigation 
upon its own motion. 

The body charged with determination of security essentiality should 
have no responsibility for any remedial action indicated by its find- 
ings to be necessary. Its duties should be confined to finding the facts 
as to security essentiality of a particular industry and as to the mini- 
mum level necessary to meet mobilization base requirements. Its 
findings of fact should be binding, except that the President should 
not be bound by a negative or limited finding of security essentiality. 

Any finding of fact by the designated agency as to security essen- 
tiality of an industry should thereafter be made a consideration in all 
proceedings relating to the granting or withdrawal of concessions of 
duty. If, in a peril-point investigation, the Tariff Commission has 
found that modification of any existing duty or other import restric- 
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tion would cause or threaten serious injury to a domestic industry 
and that industry has been determined to be both essential to security 
and currently at or below minimum security levels, a modification of 
duty should be prohibited. 

If, in an escape-clause proceeding, the Tariff Commission has found 
that a domestic industry is seriously injured, or threatened with seri- 
ous injury, by imports, and the industry is determined to be both 
essential to security and at or below minimum security levels, the 
President should be required either to put into effect any Tariff Com- 
mission recommendation for increase of duties or establishment of 
import quotas, or to adopt other means of maintaining the required 
security level. 

The adoption of such a measure would accomplish three important 
objectives. 

First, it would do much to insure that our efforts to strengthen 
foreign economies do not unduly weaken our own mobilization 
potential. 

Second, it would increase the confidence of the public and of many 
Members of the Congress in the administration of our trade program. 

Third, it would reduce the pressures now being brought to bear at 
various levels of many different departments and agencies from in- 
dustries which are asserting, some correctly and some incorrectly, 
various degrees of security essentiality, and would concentrate these 
problems in an organization equipped to handle them, with no com- 
peting responsibilities. 

However, these results can be obtained only to the extent that the 
procedures outlined are coupled with realistic remedies in cases where 
protection of an essential industry is required. It is in this regard 
that we make a second recommendation respecting H. R. 1. 

In our opinion the restriction, found in section 3 (a) (2) (A) of 
the bill, upon the President’s authority to increase duties is dangerous 
and contrary to the national interest in the case of essential security 
industries. Where it is found necessary to protect an essential indus- 
try against low-cost foreign competition, the President should have 
the authority to increase duties by the amount required under the 
circumstances and facts of each case if other remedies are unavail- 
able or inadequate. 

An increase of 50 percent of the duty prevailing on January 1, 1945, 
may or may not be adequate in a particular case. The limitation, 
therefore, may very well impose an unnecessary handicap upon the 
President in performance of an important responsibility. 

In those cases where the security interests of the United States are 
involved, there should be no limitation at all upon his authority to 
increase duties. This could be accomplished quite simply by adding 
to section 3 (a) (2) (A) the words— 
except where a greater increase is found to be necessary in the interest of national 
security. 

Our last suggestion is that the authority to make unilateral, as op- 
posed to reciprocal, concessions of duty is unwise and should not ap- 
pear in the bill. We suggest this change in the interest of preserving 
the important principle that trade be developed through agreements 
containing mutual concessions. 
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United States tariff duties are not so high and foreign import 
duties and other import restrictions are not so low that this country 
can afford to make unilateral cuts. Nor will such cuts advance the 
cause of freer world trade in general. 

Experience has shown that, in fostering cooperation in the field of 
trade, generosity is much less effective than bargaining. Even when 
concessions have been made at the bargaining table, nations with 
whom we have made mutual reductions of duty have often nullified 
concessions by subsequent quantitative import restrictions, currency 
devaluations, and other devices. 

It is hardly to be expected that handouts, on our part, in the form 
of reduced duties, will produce a reduction of trade barriers against 
United States goods where bargaining has not resulted in more 
reciprocity. 

Mr. Mitts. Does that complete your statement, Mr. Sinkler? 

Mr. Stnxuer. That does, sir. 

Mr. Mus. Off the record. 

(Discussion off the record.) 

The Cuamman. The committee will be in order. 

Kindly resume the stand, Mr. Sinkler. 

Mr. Keoeu. Mr. Chairman? 

The Cuarrman. Mr. Keogh, of New York, will inquire. 

Mr. Kroeu. Mr. Chairman, I am sorry to impose upon the commit- 
tee, but I have a few questions I would like to direct to Mr. Sinkler. 

Mr. Sinkler, I am sorry the rollcall interrupted my following the 
presentation of your prepared statement. If any of these questions 
should have been covered in it, I hope you will excuse me. 

As I understand it, your association is in support of the principle 
contained in the pending bill, is it not? 

Mr. Stnxter. Yes, sir; that is correct. 

Mr. Keroen. And I think I correctly state a position of the Ameri- 
can Watch Association when I say that that association seems to be 
in support of the principle contained in the pending bill? 

Mr. Stnxter. That is correct. 

Mr. Keroeu. You so understand that? 

Mr. Stnxter. Yes, sir. 

Mr. Krocu. There was testimony last week on the part of the rep- 
resentative of the other association that the skills and facilities in the 
domestic watchmaking industry were not particularly unique for 
defense purposes, since other companies here could do the same jobs 
in cases of emergency. Would you have any opinion on the accuracy 
of that statement? 

Mr. Stnxtrr. Mr. Keogh, indeed I would. So far as the skills re- 
quired in the watch industry, they have been examined and reexam- 
ined over the last 4 years, starting with the Munitions Board, fol- 
lowed by an inquiry made by the National Security Resources Board, 
followed by the Office of Defense Mobilization, and finally by a spe- 
cial subcommittee of the Senate Armed Services Committee composed 
of Senators Duff, Cooper, and Stennis, and they all agreed that the 
skills in our industry were essential. It was on the basis of those 
findings that the essentiality was determined. 

Mr. Kroon. I rather gathered the impression during some of the 
testimony last week that if we needed precision defense items in any 
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future emergency which your domestic industry could not supply, we 
would undoubtedly be able to obtain them from the Swiss industry. 
Do you agree with that statement ? 

Mr. Stnxer. I should like to, sir. But who is going to guarantee 
that the frontier of Switzerland is going to be open! Switzerland 
was closed off during the last war, World War II. It is true we were 
able to smuggle out some jewel bearings, which are small enough to 
permit smuggling. But so far as the munitions of war, the time 
fuses and military timepieces, I am sorry to say that they went to the 
Germans and not to us. We could get nothing out of Switzerland. I 
cannot believe that it is going to be any different if there is another 
war. 

Mr. Kroen. It has been suggested that the domestic watch produc- 
ers have the benefit of the latest Swiss machines and skill which, it is 
contended, are superior to our own, and that we should not risk jeop- 
ardizing their cooperation since their industry helps the American 
producers and, through them, our national security. 

Would you have any views on that? 

Mr. Sinxter. I cannot agree, sir, that the Swiss machines are su- 
perior to our own. We would like to buy what watchmaking ma- 
chinery we can in Switzerland, because it is cheaper, due to lower 
labor rates. Unfortunately, under the cartel regulations we find it 
virtually impossible to buy any new machines. Export permits are 
denied us in the watch business; they deny to us the right to pur- 
chase the newer machinery in Switzerland. We have to build our own. 

Mr. Kroeu. By this next question, I do not mean to get you into 
any public controversy with one who might be a competitor of yours. 
But my recollection is that the representative of the Benrus Co. last 
week indicated that that company’s defense work during World War 
II was equal to or better than the defense record of the domestic 
watch producers. 

Again I say, without leading you into any public controversy, I 
would be delighted to have any comments that you might care to 
make on that statement. 

Mr. Sryxter. It is true that the Benrus Watch Co., in the old 
Waterbury Clock plant in Waterbury, Conn., produced quite a sizable 
list of parts. They were mostly for time fuses, and some rifle sights. 

There is no indication that they produced a single jeweled bearing 
or a single military timepiece. Our important contribution to the 
war effort is not in the field of fuses alone, as a great many people 
have tried to point out, but we have to produce the military time- 
pieces and the jewel bearings that are used in instruments. 

Furthermore, the old Waterbury Clock Co. that produced parts 
for the Benrus Watch Co. during the war is no longer there. Mr. 
Ralph Lazrus, if I remember correctly, testified later that he had to 
abandon the plant in Waterbury. yt 

Mr. Kroc. So that what you, in effect, are saying is that the work 
that was done by your companies, as compared with the others, is work 
that really cannot be compared one with the other? 

Mr. Srnxer. Exactly so, sir, yes. 

Mr. Kroen. It has been indicated, too, that the members of your 
association sought the revision of the tariff structure in the face of 
increasing sales and profits. While my recollection is that there was 
no specific answer that would undertake to reconcile those two state- 
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ments, I wonder if you, as an interested party, would care to make a 
statement for the record in that regard. 

Mr. Srnxer. I certainly would, sir. 

We are charged with the job of managing our business on a profit- 
able basis. We are proud of the fact that we have been able to do 
that. The fact of the matter is that for all of our companies, an analy- 
sis of where the sales and profits came from, was filed with the Tariff 
Commission. They showed that in our domestic division we were 
suffering serious losses of sales and profits. 

I will not hide the fact, sir, that in my own company this last year 
we made a small profit in the domestic manufacture of watch move- 
ments. It amounted to 3.8 percent return on our investment in that 
business. That is not enough to keep any stockholders happy. ‘They 
would rather put their money in a good first mortgage at that rate 
of return. 

The fact is that our profits and our sales are coming from the 
imported line and from other products which we are now making. 
Never again are we going to rely solely on the manufacture of watches 
domestically as our only product. 

Mr. Keoeu. Finally, I ask you whether, notwithstanding the pos- 
sible effects of the exercise of the executive discretion conferred in this 
bill, which might very well result in a return to the status before the 
last exercise upward, you are, and speaking for your association, you 
are, in support of the pending bill? 

Mr. StnKiER. We are in support of the pending bill, because we 
believe in the principle of it. We think it should be strengthened, 
sir, to protect industry essential to the security of the United States, 
and I think this committee would agree with that. 

Mr. Kroon. Thank you very much. 

The Cuarmman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stmpson. Mr. Sinkler, the President, having found for the good 
of the United States and our own protection that it was advisable to 
preserve a part of your industry in the United States, so we would not 
rely entirely on the production of those items from overseas, he did 
what I think he had to do to fulfill his job. He protected the American 
economy. He did exactly right. Of course, we commend him for 
having done that. 

I am told that the Swiss people are suffering, or their industry is 
suffering, as a result of that Seatian to protect this esssential industry 
here in the United States. Have you any figures which would either 
support or contradict a claim that the tariff increase on watches has 
had a disastrous effect upon the Swiss watch industry ? 

Mr. Stn«uer. Mr. Simpson, I would like to answer that question 
first with information from a dispatch from the United States Foreign 
Service, No. 301, Bern, October 26, 1954, unclassified. It was there 
reported to our Government that— 


the watch industry was the only industry reported to have “substantially” 
increased unemployment for 1954, and as of September 30, this “substantial” 
increase—“substantial” being in quotes—was from 97 workers in 1953 to 397 in 
1954 out of a labor force of more than 60,000. The September figure of 397 
actually represented a decrease from the 1954 high in unemployment since there 
were 456 completely unemployed watchmakers at the end of June. And it should 
be noted that watch exports are increasing, and in September were equal to the 
exports for September 1953, the record year. 
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IT would also like to, if I may, read from the year-end report of 
Federation Swisse des Associations de Fabricants d’Hor logerie, which 
is hard to say, and which is better known as F. H. F. H. is the nick- 
name for the cartel group in Switzerland. Their statement at year 
end says: 


The year 1954 seemed, when it came in, to be heavy with threats to the Swiss 
watch industry, but as it draws to a close, we find to our satisfaction that these 
fears were, to some extent, unjustified. It is true that there has been some 
falling off in trade, but nevertheless 1954 will go down in history as 1 of the 3 
best financial years the Swiss watch industry has ever known. As the prosperity 
of the retail trade is on a par with that of the manufacturing side, we can all 
step forward cheerfully into the new year. 

Sir, those are statements, both of which came from Switzerland, 
which would indicate that not much damage was done. 

Mr. Sturson. They would seem to be rather conclusive. 

I think you will agree with me that under the circumstances and 
upon the basis upon which the President did give the relief, or did 
make the decision he did, there being no alternative inasmuch as the 

security of our country is involved, that a mere matter of the increase 
of a few hundred unemployed in Switzerland or anywhere else should 
be.of no moment. 

The principal, and I think the sole, factor of importance is the ques- 
tion of the defense of the United States. Having made that finding, 
the President had no choice but to do what he did under the law, 
and I think the law is exceedingly wise in permitting it. 

However, and I would like your comments on this, do you think the 
law is broad enough as it is today under the escape-clause provisions 
to permit this question of the national defense to be properly evalu- 
ated as a factor in determining relief under the escape clause ? 

Mr. Sinkter. It is broad enough, sir, although the procedures 
should be clarified. It is a legal question that was a little hard for 
me to understand. I asked my attorneys to prepare an opinion which 
I would like to give to you for the record. 

Mr. Sureson. Is it long? 

Mr. Stnxuer. I will not read it, sir, except for the conclusion. 

Mr. Starrson. If you would ask, you might get permission to put it 
into the record. 

Mr. Stnxuer. May I have permission to insert it into the record, 
S] E ? 

The Carman. Without objection, it may be inserted into the 
record, 

Mr. Stnxier. The conclusion is reached, and it seems to me a 
fairly clear conclusion. Itisas follows: 

It would seem clear that considerations of national defense are definitely a 
factor which the President may, and indeed must, take into account in the 
course of making a tariff decision under the escape clause. Whether or not 
the President chooses to be governed by national defense considerations is, of 
course, a matter for decision by the President, since the Congress has not at- 
tempted, at least up to the present time, to provide that the President must 
be governed by national defense considerations in exercising his functions 
under the escape clause. 

As matters now stand, therefore, the Congress has passed legislation which 
provides, among other things, that the President shall consult with the De- 
partment of Defense and shall consider national defense requirements in con- 
nection with the making of proposed concessions. Congress has not sought 
to prevent the President from taking into account, in canceling concessions, the 
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very considerations which the Congress has instructed the President to take 
into account in their making. 


Mr. Srapson. ‘Thank you very much. 
(The entire opinion referred to above is as follows :) 


LEGAL POWER OF THE Presivenr To CoNsIpER ANY ASPECT OF THE NATIONAL 
INTEREST, INCLUDING NATIONAL DEFENSE IN Escape-CLAUSE DEcISIONS 


This memorandum does not involve the broad legal question of the outer limits 
of the President’s power to modify concessions in trade agreements; for example, 
whether he can so act for national security reasons alone, without invoking the 
escape clause, or upon a finding of no “injury” by the Tariff Commission. In 
the watch case, the escape-clause procedures were fully carried out and the 
President had before him an unequivocal tinding of existing “serious injury.” 

The President’s power to withdraw or modify trade agreement concessions 
stems from several sources: The Trade Agreements Act itself (both before and 
after the 1951 escape-clause amendment); his constitutional powers as Com- 
mander in Chief and in the field of foreign affairs; and the escape-clause provi- 
sions in the respective trade agreements. 

The escape-clause procedure antedated its embodiment in statutory form in 
1951 by many years. Escape clauses themselves were written into trade agree- 
ments as early as 1943, and one was included in the Swiss trade agreement on 
October 13, 1950. These clauses provided for withdrawal or modification of 
concessions upon a finding of “serious injury” caused or threatened to the 
domestic industry by reason of increased imports. Moreover, the procedure for 
making such findings and invoking the escape clause were set forth in detailed 
Executive orders (Executive Order 10004, October 5, 1948, 138 F. R. SS51: 
Executive Order 10082, October 5, 1949, 14 F. R. 6105). 

These Executive orders, setting forth as they did the President’s prerogatives 
in this field without the benefit of any specific legislation on escape clauses, 
indicated clearly that the President might consider or rely upon factors other 
than mere economic injury in reviewing escape-clause findings of the Tariff 
Commission. The specific language of these Executive orders stated that if the 
Tariff Commission finds serious injury, the President shall consider any recom- 
mended withdrawal or modification of the concession “in the light of the public 
interest.” Surely, this broad phrase encompassed the right and duty of the 
President to consider any aspects that directly affect national security in a 
particular case where injury is found. 

That national security has been an important factor in the whole trade agree- 
ments program is shown also by the inclusion of the Defense Department in the 
composition of the basic interdepartmental Committee on Trade Agreements, 
both by statute in 1945, and in the above Executive orders. This committee 
participates importantly not only in the original determination and negotiation 
of concessions, but also in keeping “informed of [their] operation and effect” 
(Ek. O. 10082, par. 12). The Executive order stated that the function of such 
committee (with its national defense representation) was, among other things, 
to help “* * * conduct * * * the trade agreements program in the general 
public interest and in order to coordinate the program with the interests of 
American agriculture, industry, commerce, labor, and security * * *” (EB. 0. 10082, 
par. 1). 

These expressions of Executive responsibility and authority, it must be remem- 
bered, antedated any specific statutory provisions dealing with escape-clause 
proceedings. They derived, obviously, from the basic authority in the 1934 
Reciprocal Trade Agreements Act empowering the President to negotiate and 
modify concessions, and also, as stated in the Executive orders, “by virtue of 
the authority vested in [the President] by the Constitution * * *.” 

The statutory escape-clause provisions enacted in 1951 (sec. 7 of the Trade 
Agreements Extension Act of 1951, 19 U. S. C. A., see. 1364) did not purport to 
modify or take away any of the President’s basic authority in this regard. 

Ussentially, this new legislation did no more than to make escape clauses and 
their administration part of the statutory scheme, and to provide certain safe- 
guards deemed necessary in the interests of American industry. Nowhere in 
the statute or its legislative history is there any suggestion that the President's 
powers and authority to consider the public interest and the national security in 
reviewing Tariff Commission findings of “injury,” were intended to be curtailed. 
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The statute provides only that “upon receipt of the Tariff Commission’s report 
of its investigation and hearings, the President may make such adjustments in 
the rates of duty, impose such quotas, or make such other modifications as are 
found and reported by the Commission to be necessary to prevent or remedy 
serious injury to the respective domestic industry.” 

Certainly, this statutory language does not require or imply any limitation 
of the President’s powers as expressed in the then-existing Executive orders. If 
Congress had intended a limitation, it would have so provided. 

Nor does the legislative history of this section 7 of the 1951 act reveal any 
intent to curtail the President’s inherent right and duty to be alert to national 
security considerations. Indeed, the question of national security was con- 
sidered to underlie the whole trade-agreements program in 1951, as indicated 
in the following excerpt from the House committee report on the bill: 

“Today our greatest concern is the maintenance of our national security in 
cooperation with other nations. 

“The impact of any concession upon the national security is one of the elements 
that is always considered by the Trade Agreements Committee in making its 
recommendations to the President. A representative of the Department of De- 
fense is a member of that Committee. He participates in the selection of the 
products to be considered, in the public hearings, and in the work of the Com- 
mittee in deciding what concessions, if any, should be made on each product. 
The President is, in fact, required by the act to consult the Department of 
Defense before making any trade agreements” (H. Rept. 14, Jan. 29, 1951, p. 3). 

This participation of the Defense Department in the operation and adminis- 
tration of the trade-agreements program had itself, as has already been indi- 
cated, been required by statute in 1945. The 1945 amendment and extension of 
the Trade Agreements Act expressly provided that the War and Navy Depart- 
ments (now the Department of Defense) should be consulted by the President 
in connection with the formulation of any trade agreements under the act (19 
U. 8. C. A., sec. 13854). In explaining the reasons for adding this provision to 
‘the law, the Ways and Means Committee of the House of Representatives stated: 

“Section 4 of the bill adds the War and Navy Departments to the agencies 
which must be consulted in connection with the formulation of agreements. 
* * * It is the view of the committee that definite provisions should be made 
for consultation with the War and Navy Departments in connection with the 
proposed concessions on strategic and critical commodities” (1945 U. 8S. C. 
Congressional Service, p. 777, quoting from H. Rept. 594, of May 18, 1945). 

The recent Congress enacted a specific amendment relating to the making of 
new agreements, providing expressly that “No action shall be taken pursuant to 
{the authority to make trade agreements] to decrease the duty on any article if 
the President finds that such reduction would threaten domestic production 
needed for projected national defense requirements” (Public Law 464, July 1, 
1954 ; see Congressional Record, June 29, 1954, p. 8764). 

With this background, it is not surprising that both President Truman and 
President Eisenhower were concerned with the defense aspects of the watch in- 
dustry as a basic factor in considering escape-clause relief for the watch in- 
dustry—in August 1952 and in July 1954. 

In considering the recommendation of the Tariff Commission in 1952, the 
then President felt it appropriate and necessary to take defense considerations 
into account in the course of making a tariff decision on watches. The Tariff 
Commission had not then made a majority finding of “serious injury” to the 
domestic industry, but had found only that serious injury was “threatened,” and, 
under these circumstances, President Truman concluded that there should be 
no change in the tariff at that time. But in announcing his conclusion, he 
affirmatively stated that he was “mindful of the importance of maintaining a 
domestic watch industry adequate to meet our defense needs.” There is no 
apparent legal ground for belief that this concern would have been any less 
proper if he had concluded that the Tariff Commission recommendation should 
have been accepted. 

The 1954 report of the Office of Defense Mobilization (already referred to 
above) was a direct outgrowth of an order by President Truman, shortly after 
his 1952 decision, directing the establishment of an interdepartmental com- 
mittee “to study the problem of maintaining essential manpower skills in the 
watchmaking industry.” Establishment of this committee, which included 
representatives from the Departments of Defense, Commerce, and Labor, was 
announced by the White House in September 1952, the month following the 
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announcement of the 1952 watch tariff decision. The establishment of this 
committee by the President was obviously a step which was taken as a corollary 
to the 1952 watch decision, and was a step designed to assure that defense 
considerations should be properly studied and weighted in terms of any pos- 
sible future action that might be required. The committee which was estab- 
lished in 1952 submitted its report to the President in January of 1953, and 
as a followup to this report there was established, in July 1953, the inter- 
departmental committee which prepared and submitted the 1954 report already 
outlined above. It was this 1954 report, as previously noted, which was released 
to the press simultaneously with the announcement of President Eisenhower's 
1954 decision concerning the rates of tariff to be applied to watch movements 
and related items. 

It was under the provisions of law described above, and under his general 
authority as head of the Government and Commander in Chief of the Armed 
Forces, that President Eisenhower in 1954 made his decision with respect to 
watches. Congress, having provided in 1945 that the President should consult 
with the War and Navy Departments in the making of concessions under the law, 
did not go on to provide in every section of the law that such consultations 
should also be held in connection with any further consideration of concessions 
previously made. And Congress would naturally expect that the same basic 
safeguarding considerations would be applied in decisions to continue or with- 
draw concessions that were used in making the concessions. Moreover, this 
was implicit in the then existing Executive order on the subject, as described 
above, and was not modified in any way by the 1951 amendment. 

It should also be noted in this same connection that the Congress, in the course 
of enacting the 1945 legislation referred to above, cited several Supreme Court 
decisions, including the case of United States v. Curtiss-Wright Export Cor- 
poration (299 U. S. 304), and stated that these cases “in unequivocal terms 
upheld the power of Congress to delegate broad discretion to the Executive in 
matters which concerned the regulation of our foreign commerce” (1945 U.S. C. 
Congressional Service, p. 786, quoting H. Rept. 594 of May 18, 1945). In the 
Curtiss-Wright case, to which the House committee referred, the Court discussed 
the broad powers of the President under the Constitution, particularly as the 
Chief Executive in the field of foreign relations. With respect to this field, 
the Supreme Court stated that the President has “* * * the very delicate plenary 
and executive power * * * as the sole organ of the Government in the field of 
foreign affairs * * * a power which does not require as a basis for its exercise 
an act of Congress * * *” (United States v. Curtiss-Wright Export Corporation, 
299 U. S. 304-320) (1936). 

It seems unnecessary to review in detail, in this memorandum, the many 
other decided cases which discuss the broad sweep of the President’s authority 
in the field of foreign affairs and national security. 

From all the foregoing, it would seem clear that considerations of national 
defense are definitely a factor which the President may, and, indeed must, take 
into account in the course of making a tariff decision under the escape clause. 
Whether or not the President chooses to be governed by national-defense con- 
siderations is, of course, a matter for decision by the President, since the Con- 
gress has not attempted, at least up to the present time, to provide that the 
President must be governed by national-defense considerations in exercising his 
functions under the escape clause. 

As matters now stand, therefore, the Congress has passed legislation which 
provides, among other things, that the President shall consult with the Depart- 
ment of Defense and shall consider national-defense requirements in connection 
with the making of proposed concessions. Congress has not sought to prevent 
the President from taking into account, in canceling concessions, the very con- 
siderations which the Congress has instructed the President to take into account 
in their making. The defense cousideration is basic and is as vital in one case 
as in the other. In addition the President has the requisite authority and duty 
as Chief Executive in the conduct of foreign relations, and as Commander in 
Chief of the Armed Forces. 


The Cuatrrman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Mr. Sinkler, one of the Lazrus brothers last week 
testified that Russia had no watch industry at all. Do you under- 
stand that they have no watch industry at all, as he testified? Or 
do you understand that they do have a watch industry ? 
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Mr. Stnxuer. Mr. Mason, the history of the watch industry in 
Russia goes back to the 1920’s. The Russian Government bought the 
Dueber-Hampden Watch Co., at Camden, Ohio, and the Ansonia 
Watch Co., in Brooklyn, and moved both of these to Russia, lock, 
stock, and barrel. At the same time, the Russian precision machinery 
trust organized a training school for watchmakers in Moscow. It im- 
ported workers from Germany, France, and Switzerland and sent 
Russian workers abroad to get training and experience. 

Soviet statistics published in 1939 showed that by 1938 there were 
635,000 watches alone being produced in Russia each year. At the 
same time, Russia was establishing other watch factories. It was 
reported to the United States in 1935, that Russians were negotiating 
with the Swiss trade unions for additional workers to go to Russia, 
and that Russia said it had constructed 4 watch factories in the 
Volga region, and was planning to get 6,000 Swiss workers to go to 
Russia in the next year. 

As proof that these watch factories were used by the Russians dur- 
ing the war for military purposes, it was reported in Pravda in 1945 
that the Soviet watch and clock factories were being reconverted to 
civilian watch production. Two in Moscow, one in Pensa, and one 
in the name of a town I cannot pronounce. 

Russia has now also gained the use of East Germany’s watch fac- 
tories of substantial proportions. It has been reported to our Govern- 
ment that in 1946, two factories in the Russian zone, which were not 
severely damaged during the war, had resumed the manufacture of 
watches. The normal employment in these factories during the war 
was 4,500 workers. I think that shows that there is something there. 

Mr. Mason. That coincides with what I understood, that they had 
acquired watch factories from Germany, and they had 20 or 30 years 
ago acquired some from us. I rather questioned it, although I did not 
challenge the gentleman. 

That is all, Mr. Chairman. 

The Cuatrman. Are there any further questions? 

Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Evernarrer. Mr. Sinkler, did the Defense Department of the 
United States make a report to the effect that the watch industry was 
essential to the defense of the United States? 

Mr. Stvxter. The Department of Defense? 

Mr. Exsernarter. Yes. 

Mr. Stnxuer. If I remember correctly, they were a part of the 
ODM Committee. The Committee came from the Office of Defense 
Mobilization, if I am correct, and the Defense Department was repre- 
sented ; yes. 

Mr. Eserrarrer. Do you know, Mr. Sinkler, as a matter of fact, 
that the Defense Department did not say that the watch industry and 
the skilled workers of the watch industry were essential to the defense 
of the United States? 

Mr. Stnxuer. Mr. Eberharter, at the hearings before the Prepared- 
ness Subcommittee of the Senate Armed Services Committee, Mr. 
Pike, an Assistant Secretary of Defense, testified that both the jeweled 
and nonjeweled watch industries are essential. The record is clear 
on that. He was there in person. 
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Mr. Exernarrer. I have been informed that the only department 
that made that statement was the Department of Commerce of the 
United States, and not the Defense Department. 

Mr. Srnxuer. No, sir. At those hearings, Mr. Pike testified, Dr. 
Flemming, the Director of the Office of Defense Mobilization, testified, 
as well as the Assistant Secretary of Commerce, Mr. Teetor. 

Mr. Exernarter. Is it true, as I have been informed, that the East- 
man Kodak Co., manufactured more precision instruments than all 
of the American watch companies combined, during the period of the 
Second World War? 

Mr. Suvxuer. Mr. Eberharter, I cannot answer that accurately in 
terms of dollars. In terms of dollars, I do not doubt that they turned 
out a great many dollars’ worth, but not more of the type made by the 
watch industry. I do know that the military timepieces, like chronom- 
eters, the master watches, were produced only by the watch industry. 
There was no other source for them. They made no jewel bearings, 
either. If you are comparing dollars, perhaps they may have done a 
bigger volume. 

Mr. Eseruartrer. That company and maybe some similar companies, 
in turn, all produced more of these precision instruments than the 
entire watch industry of the United States. We have that testimony 
before our committee. 

If you can contradict it, it might be helpful to the committee. 

Mr. Stnxkuer. Sir, I think Eastman, Bendix, King-Sealy—lI think 
those are names that you would refer to—are referring to the produc- 
tion of the old mechanical time fuses during World War Il. During 
World War II the watch industries were all in the mechanical time 
fuse up to their ears, but others were in it, too. Primarily, they were 
the clock companies who probably produced the greatest number. 
Eastman Kodak I do not think was in the fuse business then. 

Mr. Esernarrer. How long did it take these various companies to 
teach their workers and make them proficient in the skills required 
for precision instruments during World War II? 

Mr. Stryker. How long, sir? 

Mr. Exsernarrer. Yes. 

Mr. Stnxuer. From the time contracts were awarded until the 
first production came out of the factories, I cannot answer. 

Mr. Esernartrer. You were in the watch industry during World 
War II? 

Mr. Sinker. Yes, sir; indeed we were. 

Mr. Esernarter. And you have no knowledge of how long it took 
Eastman Kodak and all of those other companies to train skilled work- 
ers to produce the instruments necessary? You have no recollection 
of that? 

Mr. Stnxter. I have already said that I do not believe Eastman 
made any fuses. I was tied up myself entirely with the timepiece end 
of the business. Also, if you are referring to the manufacture of 
mechanical time fuses, we do not any longer classify them as precision 
instruments. They have been standardized now and the watch and 
clock industry has taught others to make them. 

Mr. Expernarter. My question was all precision instruments neces- 
sary in the conduct of World War II. How long did it take these sev- 
eral companies which you have mentioned to train skilled workers so 
that they produced at adequate numbers the precision instruments? 
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Mr. Stnx.er. I cannot answer how long it took them, sir. I do not 
know. I do know that they had to rely very heavily upon the horo- 
logical industry. That is a matter of record before the Senate Armed 
Services Committee ? 

Mr. Exsernarrer. Did your company have a successful year, finan- 
cially, last year? 

Mr. Stnxter. Yes, sir. 

Mr. Esernarrer. Has your business increased since this increased 
tariff went into effect? 

Mr. Sryxter. Our business, for 1954, will be just slightly less in 
total number of dollars, sir, but that is primarily due to the cancella- 
tion of a mechanical time fuse contract which was canceled in June 
1954. 

Mr. Esernarter. What percentage of your business now is devoted 
to what we might call defense instruments ? 

Mr. Stnxier. It is a rather confidential question, sir. However, 
I do not think I will be giving away any secrets of my company. At 
the present time it is approximately 35 percent for the fuse business. 
We have other defense contracts which are classified information. 

Mr. Exernarrer. In other words, you are getting about 35 percent 
of your business from the defense angle. In 1951 what percentage 
were you getting? 

Mr. Sryxter. In 1951, sir, we were still almost entirely in the watch 
business, the domestic watch business. I think in 1951, which was 
just after the Korean fighting started, we went back to work for the 
Government, but sales to the Government during that year were 
rather modest because of bad times. So my recollection would be that 
perhaps 90 percent of our business was in watches, domestic watches, 
in. 1951. 

Mr. Esernarter. About 5 percent of your business, would that be 
correct, was in the defense business in 1951 ? 

Mr. Stnxier. Not more than 5 percent in 1951; no. 

Mr. Esernarter. Did you say “No”? 

Mr. Stnxter. I said not more than 5 percent. 

Mr. Esernartrer. How long would you say it takes to train skilled 
workers in the watch industry ? 

Mr. Stnxuer. Mr. Eberharter, I like to pride myself in the fact that 
I am a certified master watchmaker. So when I report how long it 
takes, I speak from rather personal experience. I spent my first 6 
months in our training school. Back in those days we were not paid 
for that. A year after I left training school, I got my first real job 
in the assembly department, which was one of the less skilled opera- 
tions. A year and a half for the jobs of just average skill is about 
what is required. I might have been a little slow at learning, but I 
was trying hard. 

Mr. Eseruarter. Do you think under the pressure of the war 
emergency they could be trained much more quickly ? 

Mr. Sinxter. No, sir. We did not find that that was so, although 
the pressure was very great. The ones that we had to rely on were 
our employees who had been with us long enough to be really skilled. 
We did what we could to deskill the manufacture and assembly of 
watches, but the final assembly and adjusting required our oldest and 
our best workmen, whose training had extended over many years. 
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Another thing that is difficult when you want to have rapid expan- 
sion in time of war is the engineering skills and talents that you have 
to have available. An engineer has to be working in his field at all 
times. You cannot pick up an engineer who has any training in the 
watchmaking field if he has not worked in it. That comes only with 
long experience. 

Mr. Painatst aii Did you happen to hear the testimony yesterday 
of the gentleman from the Bell & Howell Co. ? 

Mr. Stnxter. No, sir. 

Mr. Exernarrer. It was to the effect that it was estimated by some- 
body in the photographic industry it would take 10 years to train 
a skilled worker in the photographic industry, and that when the 
emergency came on they did it in 6 months. If it happened again, 
they said they could do it in 3 months. 

Do you think that the training of skilled workers in the watch 
industry could be done in 3 months or 6 months? 

Mr. Srnkter. Sir, that may be true as to cameras, but I cannot 
agree with a statement of that kind at all for our industry. We have 
our apprenticeship courses for our tool and diemakers that run for 
4 years, and you cannot accelerate all the things they have todo. Our 
engineers do not amount to much until 6, 8, or 10 years of experience. 
That is when they really attain the skill required for the best work. 

Mr. Esernarrer. As contrasted to that, he said they actually did it. 

Mr. Srtnxkter. That may be possible in their business. We could 
not do it in our industry, despite the great pressures which were 
placed upon us by the military. 

Mr. Eseruarter. Did you know that a part of the watch industry 
in Switzerland has attempted to adjust itself to this higher tariff by 
turning to the manufacture of other instruments and other products 
which will be in direct competition with items manufactured in the 
United States? 

Mr. Stngter. I was not aware of that, sir. 

Mr. Esernarter. That is all. 

The Cuarrman. Are there any further questions? 

Mr. Reep. I want to ask one short question. 

The Cuarrman. Mr. Reed, of New York, will inquire. 

Mr. Reep. It was testified here by Mr. Lazarus that Hamilton 
cannot make small precision parts. Is that correct? 

Mr. Stryker. Mr. Reed, our companies make watches as small as 
anyone. Our parts are extremely precise. That is what gives us the 
quality of product that has made our reputation. I carry around in 
my pocket, if I can find it, a Hamilton watch movement that is 
imbedded in plastic, just because people ask how big it is. It is 
smaller than a 10-cent piece. That is our standard lady’s watch 
movement. It is as small as the watches manufactured on a mass 
production basis anywhere in the world. The only ones that are 
smaller than these are those that are made by hand, by Patek Enallips, 
or Constantine, and they are very expensive, tiny movements for 
special cases. The statement that we do not know how to make small, 
precision parts is entirely untrue. 

Mr. Resp. I just wanted to get the thing straight for the benefit 
of the Hamilton Co. I do not See any stock in them. They are in 
Mr. Eberharter’s State and not in mine. But I have always heard 
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them spoken of so highly that I just want to get the truth. Thank you 
very much for the testimony. 

Hamilton can make precision watches and instruments, is that 
right? 

Mr. Sinker. We take second place to no one, sir. 

Mr. Reep. Thank you, sir. 

The Cuatrman. Are there any further questions? 

If not, we thank you for your appearance and the information given 
the committee. 

(The table referred to earlier is as follows:) 


Watches—United States production and imports for consumption, 5-year aver- 
ages 1926-50, annual 1946-53 and January—September 1954 


{In thousands of units] 


United States imports for 


aa . Ss « > ; . 
United States production consumption ! 




















Period or year Pin-lever | Contain- | Contain- 
| Jeweled- | se ing2or | ing no 
lever | Total | more _ | jewels or | Total 
Pocket | Wrist Total | jewels 1 jewel 
| 
witsr a oe ce —|- =|. = = - x tates eae 
Average: | | | 
008-0552 5..2.3-5 1,836 | 7,634) 1,020) 8,654) 10,490 2, 730 1,157 | 3, 937 
1931-35... .._- 781| 4,206/ 2,201| 6,407| 7,188 41| 771 
1936-40_........---| 1,678 |  7,025| 2,588| 9,613 11,291} 2, 639 199 | 2,838 
1941-45. __ ; 1,602 | 2,318) 1,051 3, 369 4,971 6, 445 | 335 | 6,780 
1946-50. ___ | 2,475) 4,639) 3,157] 7,796 10,271 | 7,399 | 865 | 8, 264 
Annual: a 
1, 720 2,931 | 2, 000 4, 931 6, 651 8, 389 | 418 | 8, 807 
1947__. 2,364} 4,873) 4,321 | 9,194 11,558 | 6, 957 | 300 | 7, 257 
1948_..__- 3,018 | 6,779| 4,523| 11,302 14, 320 7, 431 | 1,115 8, 546 
RO St os 2,793 | 4,107| 2,182| 6,289 9, 082 6, 539 1,160 | 7,699 
» 1950... eanaie 2, 480 4,504) 2,761 | 7,265 9,745 | 7,675 1,333 | 9,008 
1951 2... __ d 3, 162 5,084 | 3,242] 8,326] 11,488 | 8, 828 | 2,248] 11,076 
1952 2 $3 | 2,433 3,295 | 2,758 | 6,053 8, 486 8,737 | 2,270 | 11,007 
1953 2 2, 365 2,710 3,321 | 6,031 8, 396 10, 020 2,262 | 12,282 
1954 23____ 1,700 | $1,960 | 51,885 | 53,845 | (6) 5,542 | 1,264] 6,806 





| Excludes movements that enter commercial channels as small clocks. 
2? Import data are preliminary. 

3 Except for the production of jeweled-lever movements, data are for January-September. 

4 Partly estimated. 

5 Represents sales. 

6 Not available. 

Source: United States production (except for 1954 which was partly estimated) data are from tables 6 
and 8 of U. 8. Tariff Commission’s report on watches, movements, and parts to the President on escape - 


clause investigation No. 26, May 1954; data on United States imports for consumption are from table 3 of the 
same report. 


The Cuairman. The next witness on the calendar is Mr. George 
Donat. 

Mr. Donat is appearing in behalf of the overseas division, Parke, 
Davis & Co. 

We are very glad to have you, Mr. Donat. Please give your name, 
address, and the capacity in which you appear, for the record. 


STATEMENT OF GEORGE DONAT, LIAISON EXECUTIVE, OVERSEAS 
DIVISION, PARKE, DAVIS & CO., DETROIT, MICH. 


Mr. Donar. Gentlemen, my name is George Donat. I am liaison 
executive to the director of overseas operations, Parke, Davis & Co., 
a corporation organized under the laws of the State of Michigan. 

I first of all wish to thank the committee for affording us this 
opportunity to express our views in support of H. R. 1. 
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Parke, Davis & Co. is now in its 90th year and has been located on 
the banks of the Detroit River for the past 80 years. We produce a 
range of ethical pharmaceutical specialties from vaccines and chemo- 
therapeutics to extracts and antibiotics. Parke-Davis holds United 
States license No. 1 for the preparation of biological products. Our 
company, if I may say so without immodesty, is a recognized leader 
in a basic and growing industry essential to public health here and 
ubread. We maintain 5 manufacturing plants and 23 branches in 
the United States; 11 manufacturing plants and 14 branches abroad 
and have distribution arrangements in over 50 countries. 

Parke-Davis presently employes worldwide approximately 10,000 
people of whom during the past 5 years an average of 5,857 have been 
employed in the United States, and the remainder by our directly 
owned facilities abroad. 

Of the employees in the United States, an average of 1,005 or 17 
percent have been engaged in foreign trade, not counting an addi- 
tional estimated 778 workers employed by other United States sup- 
pliers, transportation and service companies, and so forth, whose sole 
function it was to provide facilities in support of our foreign opera- 
tions. During 1954, an average of 1, 234 Parke-Davis employees, 21 
percent of the United States total, and 667 additional workers in sup- 
porting functions derived their livelihood from Parke-Davis’ export 
activities. 

This, then, would mean that 1 out of very 5 American Parke-Davis 
employees is engaged in the foreign business of our company. 

Our operating results during 1953, the last year for which com- 
plete figures are available, show that our world income amounted to 
$111.3 million. Of this, income from foreign sources accounted for 
S49 million, or 44 percent of the total. 

For the past 25 years, United States foreign trade has been faced 
with increasing difficulties, as feelings of nationalism, trends of pro- 
tection for domestic industries and foreign-exchange problems com- 
bined to exclude merchandise of United States origin from world mar- 
kets. Recognizing the inevitable and permanent nature of these de- 
velopments and expanding a Parke-Davis policy which first began 
to take shape during the early part of the century we have, over the 
past 10 years, substantially expanded our old and established new 
manufacturing facilities abroad. 

There are certain aspects of this long-established policy of Parke, 
Davis & Co. abroad which should be emphasized as having some 
bearing on the question of liberalizing American commercial policy. 
Here is an example where private enterprise has progressively over 
the years brought to less-favored peoples than ourselves the benefits 
of the most modern and advanced products and processes in the field 
of medical research and science, admittedly with some profit to our- 
selves, 

In so doing it accomplished at least two things, namely (a) pro- 
vided a substantial contribution to the public health and welfare 
of the country concerned, and (6) raised the standards of local medi- 
cal and pharmaceutical practice. Incidentally, also, it should be 
noted that by so doing the company has been achieving in small meas- 
ure the objectives of different administrations typified by the point 4 
es as an example, by introducing new techniques and know- 

Ow. 
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It was anticipated that as these increased manufacturing facilities 
were established or expanded abroad our direct exports from the 
United States would proportionately decline. It is interesting to note 
that such has not been the case. Our direct export business, pres- 
ently running in the vicinity of $18 million a year, shows a slight 
increase trend over the past 5 years, despite the establishment of 
manufacturing facilities mentioned before. 

This could confirm the usually accepted belief that as activity in 
foreign countries is stimulated by industrialization, their appetite for 
more and better products increases, depending on their ability to pay 
for such goods. 

However, if such activities on our part and similar American in- 
stitutions are to continue and increase, it is clearly evident that the 
countries with which we work must be put in a position to earn suffi- 
cient United States currency with which to finance or service such 
mutually beneficial transactions. 

Our own foreign operations, with one or two important exceptions, 
have been in a position to remit their earnings, as accumulations of 
foreign exchange by the host countries was possible, either as a re- 
sult of exports to the dollar area, or investments, or because of 
grants-in-aid, balance of payments assistance, and offshore procure- 
ment, the latter three of which have been provided by the United 
States taxpayer throught the United States Government and its pro- 
grams. We believe that the total sum of these programs has amounted 
to a minimum of $3.5 billion a year each over the past few years. Pri- 
vate United States capital exports have, on the other hand, been lim- 
ited to an annual average of about $1.5 billion dollars, It is thus a 
simple arithmetical problem to conclude that in the absence of United 
States governmental aid or a substantial and sustained increase in 
United States capital exports a vacuum of approximately $2 billion 
per year results between the total which we private exporters would 
like to provide to the free world and the amount the free world can 
afford to buy. 

Probably the difference of about $2 billion could most directly be 
earned by the free world by an increase in its exports to this country, 
mainly of manufactured or semimanufactured goods. At present 
raw materials imports essential to United States industry represent a 
major share of our total imports. However, given an expanding 
United States economy, any increase in raw materials imports alone 
could add to our need to supply foreign markets and thus increase 
the necessity for prospective foreign consumers to seek additional 
United States currency. 

Furthermore, it is our belief that the free world can only remain 
free providing there is an expanding and increasing volume of in- 
ternational trade among its members. We in this country cannot 
logically expound the benefits accruing to a free-enterprise system 
while failing to observe its principles in our trade with other friendly 
countries. 

Hence, our partners in international trade must be given reasonable 
opportunities of selling their produce to this country under fair and 
stable conditions and without having to surmount unrealistically high 
tariff barriers. The freer exchange of goods on both sides will thus 
be stimulated and our own industries can benefit thereby, inasmuch 
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as prospective customers will be put in a position to earn the neces- 
sary United States currency with which to purchase our goods. 

Because H. R. 1 will in some measure lead to the fulfillment of this 
objective, Parke, Davis & Co. would like to go on record in its un- 
equivocal support and urges the passage of this bill, without crippling 
or stultifying amendments. 

If I may just add one or two words outside this statement, sir, I 
should say that we are in a very highly competitive industry, and an 
industry which is just as strong abroad as it is here. Some of the 
German and French pharmaceutical factories are vigorous, are ex- 
panding continually, and give us considerable and very strong com- 
petition in the world markets. 

We welcome the challenge of competition here, abroad, or anywhere. 
We believe that with our better methods, with our superior manage- 
ment skills, we can win out almost everytime. 

Mr. Eseruartrer. Thank you very much. 

Are there any questions of Mr. Donat? 

If there are no questions, thank you very much. The committee 
is appreciative of your testimony. 

The next witness is Mr. Henry A. J. Ralph. You may complete 
your statement, Mr. Ralph, without interruption. 


STATEMENT OF HENRY A. J. RALPH, VICE PRESIDENT AND MAN- 
AGER, BANK OF AMERICA, INTERNATIONAL 


Mr. Rate. Mr. Chairman, Mr. Russell Smith, executive vice pres- 


ident of the two institutions whom I represent, was originally sched- 
uled to be here. He is leaving for the Far East on Thursday. He 
asked me to appear here in his place and present a statement which 
he prepared. With your permission, I would like to do that. I have 
gone over the statement quite carefully. 

Mr. Eseruarter. Do you wish to have that placed into the record, 
or do you wish to read it ? 

Mr. Raupu. I would like to read his statement, if I may. 

Mr. Exsernarter. First give your own name and address, please. 

Mr. Ratpw. My name is Henry A. J. Ralph, vice president and 
manager of the Bank of America, International, 40 Wall Street, 
New York, and I am also vice president of Bank of America, National 
ae & Savings Association, 300 Montgomery Street, San Francisco, 
Calif. 

ae EauREAREER. Now do you wish to read the statement of Mr. 
Smith ¢ 

Mr. Raupu. I would like to, please. 

Mr. EperHarTer. You may proceed. 

Mr. Ratpn (reading) : 


I deeply appreciate the opportunity to present my views at this hearing in 
support of the President’s request for a 3-year extension of the Reciprocal Trade 
Agreements Act and to endorse H. R. 1, whose aim is to accomplish this exten- 
sion. 

The foreign economic policy of the United States is of very real concern to 
those of us engaged in international banking, related as it is to the financing of 
foriegn trade. In frequent business trips to all parts of the free world, I have 


had opportunity to observe and assess at firsthand foreign trade conditions and 
our own trade relations. 
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In intimate discussions with leading bankers and businessmen in virtually 
every country in the free world, as well as in daily contact with the practical 
matters of financing foreign commerce, I have become well acquainted with the 
obstacles to trade and with the factors that make for healthy commerce be- 
tween nations. In addition, the analytical surveys from our overseas man- 
agers and representatives, together with confidential reports from a great net- 
work of foreign correspondent banks, give further check on these judgments and 
this experience. 

International activities constitute an important segment of the business of 
Bank of America, N. T. & S. A. This institution has nine overseas branches— 
in England, Guam, The Philippines, Thailand, and Japan. It has representa- 
tive offices in France, Italy, Switzerland, Mexico, Cuba, Brazil, and India. 
Furthermore, a wholly owned subsidiary, Bank of America, International, is 
active in the field of foreign banking; it has an overseas branch in Dusseldorf, 
Germany. 

The Trade Agreements Act of 1934 gave new hope to all concerned with pro- 
moting the flow of trade among nations. By this act the President was em- 
powered to make trade agreements with other governments and he was 
authorized to make changes in our tariffs in reutrn for concessions made by the 
trade partners involved. The President seeks to continue and intensify the 
benefits to trade accruing from these powers. 

I join with the many who feel earnestly the importance of supporting and 
effecting the President’s recommendation, which he has called the “heart” of 
his foreign economic program. 

It has often been said that nations export so that they may import. That is 
dramatically true of countries such as England and Japan which must keep the 
trade lines open to feed their people. It is equally true of raw materials- 
producing countries such as the underdeveloped areas that must rely on the 
more industrialized countries to supply them with consumers goods and other 
manufactured products. And it is no less true of the United States, whose 
factories would have to reduce production if critical materials in manufacture 
were denied to us. 

In the 3 years, 1951-53, the foreign trade of the United States averaged $24 
billion a year. Of this, exports, excluding military exports, accounted for 
slightly over $13 billion and imports nearly $11 billion. For many countries 
in the free world we are their largest provider and at once their greatest 
market. We take more than half of the total exports of some countries and 
sell to them more than half of their total imports. American foreign trade 
and its conduct are important—even crucially important—not only to the United 
States but also to many areas of the free world. 

The importance of imports to the United States cannot be stressed too often. 
The American economy and our pattern of living actually depend as much, if 
not more, upon our imports as upon our exports. It is difficult to think of a 
single one of our manufactured products that would be possible but for imports, 
whether or materials going into the product or into the machinery making the 
product. Many of the meals we enjoy and much of the clothing we wear are 
directly or indirectly products in part at least of our imports. 

We consume, now, more raw materials than we produce. Over 30 percent 
of our requirements of copper, lead, and zinc we purchase abroad. Over half 
of the tungsten, bauxite, and antimony we use comes from abroad. Over three- 
quarters of our chrome and manganese requirements and virtually all of our 
nickel needs are met by imports. Tin, natural rubber, jute: all that we use of 
these is bought abroad. Now we are not net exporters of wood and paper, but 
net importers, to a net import value of over $1 billion in 1953. We import 
100 percent of our coffee, 100 percent of our cocoa and cacao beans, and 100 
percent of our tea. 

There are those who may concede that imports are important both to the 
American economy and to our pattern of living, but who are fearful about 
their getting out of hand. Even though our imports place dollars in the hands 
of foreign areas who want them in turn to buy goods from us, thus increasing 
our exports, nevertheless the fearful ones see dangers to our domestic economy 
in any suggestion of tariff flexibility. 

The Randall Commission staff papers point out, page 302, that even if all 
tariffs were to be suspended, “The area of likely displacement of domestic 
production, on the basis of continuation of the economic conditions prevailing 
in 1951, would be very small.” But tariff suspension, even though it would 


not be calamitous as some think, is not proposed. It is not proposed by the 
President, nor by H. R. 1. 
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Quite the contrary. The Presidnt is urging “wise and gradual” reduction of 
tariff barriers, among the obstacles to trade, a policy which, he stated in his 
state of the Union address to the Congress, would assure “broad benefits to our 
own and other peoples.” 

The President should be delegated broad powers under the Trade Agreements 
Act to enter into multilateral negotiations looking toward a reduction of tariff 
rates on a gradual basis. The President is charged with maintaining relations 
with foreign governments. He is the proper authority to assume the powers 
of agreements pertaining to foreign trade. He needs and should have latitude, 
within reasonable limits, in these negotiations in our behalf. 

The President’s power to increase rates should not thereby be curtailed, if 
he is to act fully for our “broad benefits.” 

This authorization of power to reduce tariff rates under a renewal of the act 
should be extended for 3 years, at least. This will remove an element of Un- 
certainty and instability in our trade policy, which in the past has hampered 
our own foreign traders and their potential partners abroad; the perennial 
concern over whether the act would be renewed made export planning and for- 
eign exchange anticipation even more difficult for importing nations. 

The President under a renewal of the act should have power pursuant to trade- 
agreement negotiation to reduce existing rates by not more than 5 percent of 
present rates in each of the first 3 years of the new act. This permits the ‘wise 
and gradual” reduction of tariffe which will remove trade restrictions without 
imposing problems of violent adjustment to our economy. It is orderly, net 
drastic. 

For example, in the instance of an American manufacturer whose domestic 
market is “protected” by a 20-percent tariff on the product he manufactures, 
the maximum reduction possible under the act would bring the tariff to 19 
percent in the first year, to 18 percent in the second, and to 17 percent in the 
third year. Unless he is a marginal and inefficient producer, such a reduction 
should not be injurious; the alternative, that he would expect the American 
consumer to subsidize his inefficiency is not in accord with the basic concept of 
free enterprise. 

Actually, giving the President authority to make tariff reductions even more 
than 15 percent over a 3-year period would increase further his bargaining 
power with other countries, but at least this much leeway he should have. 

The President should have the authority to reduce gradually over a 3-year 
period, and by not more than one-half of their present levels, those tariffs in 
effect on January 1, 1945, on products which are not being imported or which 
are being imported only in negligible volume. This can be a useful concession 
in particular instances in trade negotiations. 

The President’s powers should include reduction, over a 3-year period, pursu- 
ant to trade-agreement negotiation, to 50 percent ad valorem, or its equivalent, 
of any rate in excess of 50 percent ad valorem, or its equivalent. This would be 
a strong bargaining power, especially when negotiating with countries objecting 
to some of our rates as excessively high. As the statement by the United States 
Council of the International Chamber of Commerce, Inc., puts it: 

“The need for tariff protection above the rate of 50-percent ad valorem might 
well raise a question as to the economic soundness of the industry concerned.” 

In the words of the President in his message to the Congress on March 30, 
1954: “The foregoing authority does not contemplate across-the-board tariff re- 
ductions. The peril-point and escape-clause procedures would, of course, be 
preserved, and the three proposed types of rate reduction would not be cumula- 
tive. Tariff reductions would be made selectively on specific commodities, and 
only after notice and hearings in accordance with past practice. This would 
represent our part in the gradual and careful approach to the whole problem 
of improved trade which the world so urgently needs. No sudden, sharp, or 
widespread adjustments within our economy would be involved.” 

H. R. 1, introduced in the House of Representatives on January 5, 1955, is an 
initial legislative step toward the Trade Agreements Act of 1955. It would put 
into law the President’s recommendations cited above. In support of the Presi- 
dent’s forward-looking program for the promotion of the foreign trade of the 
United States and for the encouragement of the freer flow of trade in the free 
world, I urge a 3-year extension of the Reciprocal Trade Agreements Act. 


The Crarrman. Does that complete the statement, Mr. Ralph? 
Mr. Ratpu. Yes, sir. 








860 TRADE AGREEMENTS EXTENSION 


The Cuarrman. We thank you for your appearance and the valu- 
able information given the committee. 

Are there any questions? 

If not, we thank you for your appearance and the information you 
have given the committee. 

Mr. Ratru. Thank you. 

The Cuamman. The next witness appearing on the calendar is Mr. 
Hartman Barber, general representative, Brotherhood of Railway 
and Steamship Clerks. 

Will you please give your name, address, and the capacity in which 
you appear, for the record ? 


STATEMENT OF HARTMAN BARBER, GENERAL REPRESENTATIVE, 
BROTHERHOOD OF RAILWAY CLERKS, WASHINGTON, D. C. 


Mr. Barser. My name is Hartman Barber. I am a general repre- 
sentative of the Brotherhood of Railway Clerks. My address is 10 
Independence Avenue SW., Washington, D. C. 

The Cuairman. You may proceed with your statement, Mr. Barber. 

Mr. Barser. The head of our organization is Mr. George M. Harri- 
mn grand president, whose address is 1015 Vine Street, Cincinnati, 

hio. 

May I express my appreciation to the honorable chairman and mem- 
bers of the committee for the opportunity to appear on behalf of the 
Brotherhood of Railway Clerks and present the views of our organ- 
ization on H. R. 1, which proposes an extension of the Reciprocal 
Trade Agreements Act. 

On May 9, 1945, the grand president of our organization, Mr. George 
M. Harrison, appeared before this honorable committee and expressed 
his views in support of the extension of the Reciprocal Trade Agree- 
ments Act proposed at that time. Each time the extension of this 
act has been proposed we have made it unequivocally clear that we 
favored its extension. ; 

The position of our organization has not changed in the intervening 
years, except perhaps to deepen our conviction of the wisdom of this 
policy of our National Government and we favor a further extension 
the act at this time. : 

During most of the years since Congress first enacted the Reciprocal 
Trade Agreements Act in 1934, the world his been in a state of armed 
conflict or a cold war and the free flow of world trade has been dis- 
rupted. Even so, the experience gained under the policy laid down 
in that law has proven both the policy and the procedures hold great 
prospects for economic good to the people of our Nation and other 
nations of the world. 

When speaking before this committee in 1948 at the hearings on 
House Joint Resolution 335, the proposal of that year to extend the 
Reciprocal Trade Agreements Act, Mr. George M. Harrison, grand 
president of the Brotherhood of Railway Clerks, said: 


The Reciprocal Trade Agreements Act is an extension of democracy as it pro- 
vides for the consultation of all interested parties in the agreements finally 
reached. Action is not taken unilaterally by one nation which might adversely 
affect the interests of the people of other nations. It is a process whereby the 
parties of interest have a voice in the decisions reached. While we are here 
primarily concerned with the bases of exporting and importing goods between 
the United States and other nations of the world, it would be well not to over- 
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look the great effort we have made to export democracy to the people of the 
world. We have expended great sums and great effort in this endeavor. His- 
tory may reveal that one of the things of greatest long-time value that we export 
to other nations under this act is the democratic process. 

Unilateral action by nations in regard to world trade inevitably 
overemphasizes the interest of the nation taking the action. 

It is inevitable, because the other interested parties—the other na- 
tions—are not present to volunteer the information with regard to 
the effect of the action upon their own production and sales. In uni- 
lateral action, therefore, the interdependence of the several nations 
upon the world market tends to be obscured. Bilateral or multilateral 
agreements between nations make it possible to give consideration to 
all these factors before the terms are determined, thus adjusting the 
greatest benefit to all in a way that will minimize the adverse effect 
upon anyone. 

Such agreements make possible trade in the goods of each nation 
and, since world trade presupposes payment, provides the means with 
which the obligation can be met. 

These agreements negotiated in the cool light of reason by experts 
in possession of all the available facts can take into consideration all 
the factors which will encourage trade in those goods in which each 
nation has some special advantage. 

With the tapering off of our aid to the European nations, it is 
essential that we retain a flexibility in our procedures for setting the 
level of our tariffs. With the tenuous balance that exists in the Euro- 
pean economies today, we must be prepared to move rapidly if the 
balance begins to move in the wrong direction. 

We should no more tie our hands on trade to a rigid policy than 
should we freeze our military strategy. 

We must continue to seek ways to stimulate the free flow of world 
trade. To remain free, the free nations of the world must import. 
On the other hand, they must export to pay for their imports. Their 
needs will change; neither will what they have to sell in the world 
market remain constant. 

Since we are the largest importing and exporting nation in the 
world, it is to our own self-interest, as well as good world politics, to 
pees ourselves with a large measure of maneuverability. If the 

eciprocal Trade Agreements Act is extended, the necessary flexibility 
in our policy toward world trade will be assured. 

Through reciprocal agreements the growth of industry can be en- 
couraged in neighboring or friendly nations. Agreements can be 
reached which will stimulate their trade with all other free nations 
and which will, in turn, give them the resources to further develop 
their industries. At the same time, the agreements can assure the 
access of our Nation to the raw materials essential to our industrial 
production and our national defense, an accomplishment of no mean 
proportions. 

Nations between which there is a free flow of goods mutually ad- 
yantageous to each are friendly nations. Through the democratic 
process of reaching agreements with regard to trade, the interest of 
each nation can be guarded, to the encouragement of world peace. 
Such agreements, also, will create the basis for the development of 
sound economic prosperity. 

57600—55—pt. 156 
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Our experience under the act thus far, has produced a lowering of 
foreign tariff barriers of other countries each time we have lowered 
our own. Both American industry and American labor have profited 
in the process. Additional markets have been provided for some 
branches of industry and cheaper raw materials for others. 

There is a tendency among some Americans to consider our foreign 
trade as relatively unimportant. The facts point to the opposite 
conclusion. Our prosperity is greatly affected by our foreign trade. 
Our Nation is now the world’s principal foreign-trading country. 
The reduction in the sales of some companies by the amount of their 
foreign trade would mean the difference between a profit and loss. 

Exports take a quarter or even a half of the total United States 
production of some commodities. In the year preceding the outbreak 
of the Second World War, the exports of our Nation furnished a 
market for 12 percent of our lard, 12 percent of our radios, 11 percent 
of our automobiles, 14 percent of our industrial machinery, 22 percent 
of our office appliances, 29 percent of our tobacco, 29 percent of our 
sardines, 31 percent of our cotton, 36 percent of our dried fruit, 36 
percent of our sulfur, 38 percent of our resin, and 52 percent of our 
production of phosphate rock. Some of these commodities are pro- 
duced only in certain relatively small areas. In such cases, if exports 
were to decline there would be a concentrated effect upon the areas 
where they are produced. 

Since the close of the Second World War, the goods we exported 
exceeded the value we imported by several billion dollars each year. 
We cannot continue to export, of course, unless we are willing to 
receive goods in exchange for the products we sell abroad. The 
acceptance is a necessity with regard to some commodities. 

Actually there is no such thing as a self-sufficient country anywhere 
in the world. Without imports our economy would come to a stand- 
still. In the field of minerals alone, we are absolutely dependent upon 
heavy imports to keep our industrial plants operating. We are net 
importers of such basic items as crude petroleum and iron ore. In 
addition, our economy is dependent upon foreign sources for vegetable 
oil, hemp, jute, rubber, industrial diamonds, coffee, sugar, and many 
other commodities essential to our prosperity. 

Our Nation can have a greater assurance of access to the source 
of supply of these raw materials if the Reciprocal Trade Agreements 
Act is extended. 

I should like to quote again from the testimony of Mr. Harrison 
on this subject in 1948. He said: 

In addition to opening up the American market for the importation of 
essential raw materials, we must recognize that the high tariff protection of 
high cost inefficient domestic industries, when other countries are better pre- 
pared to produce those goods, is done at the expense of the American standard 
of living. High real waves are a result of efficiency and low unit costs; not the 
result of protective tariffs. 


The other nations of the world must sell their products to us if they 
are to acquire the dollar balance with which to continue their purchase 
of the products of our industries, such as those made from iron and 
steel in which we have a competitive advantage. By concentrating our 
production on those commodities which our country is best equipped 
to produce, and by importing from other countries the goods which 
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they can best produce, we shall increase the total quantity of goods 
manufactured by the world labor force. 

Through this process, the standards of living at home and abroad 
will be raised for all people. A large number of our citizens earn 
their livelihood in occupations directly attributable to foreign trade. 
In the transportation industry, the industry in which the members 
of the Brotherhood of Railway Clerks are employed, approximately 
10 percent of the employment is so attributable. 

Our agricultural production has been greatly expanded, both during 
the war and since. Much of this production has been shipped abroad. 
We are now faced with the necessity of finding a domestic market for 
a larger portion of our agricultural production. To do that, our 
industrial production must be kept at a high level to provide full 
employment at good incomes for all the nonfarm population. 

The products | of our farms cannot otherwise be consumed. If we 
fail in that objective, agricultural prosperity will be undermined and, 
soon after, the prosperity of the whole Nation. 

It seems clear that agricultural prosperity in the near future will be 
even more dependent upon the domestic demand, which will be deter- 
mined by the level of industrial productivity and employment, which 
in turn is dependent upon world trade for its source of many essential 
raw materials. 

These materials may be had, but the supply can be assured only 
through a flexible arrangement that will permit of negotiations 
directly with the nations within whose boundaries the materials are to 
be found. 


I would like to conclude with another quotation from Mr. Harri- 
son’s statement of 1948: 


A prosperous America is the concern of all citizens 
he said— 
That is an America at work with all economic groups participating in the prod- 
uct of the joint effort. To achieve the conditions conducive to that prosperity 
requires the extension of the democratic process to the business relations of the 
people of the several nations of the world. It requires that our efforts be 
devoted to the expansion of world trade. It requires the rehabilitation of the 
economic systems of the nations of Western Europe. It requires a sound economic 
policy supplementing our foreign policy generally throughout the world. And it 
requires the creation of a firm basis for lasting peace and the development of 
economic prosperity in all free nations. The extension of the Reciprocal Trade 
Agreements Act will make a contribution in each of these fields and thus aid 
in the building of a firm foundation upon which the prosperity of our own 
Nation may rest. 

On behalf of the Brotherhood of Railway Clerks, I urge your 
cominittee to report favorably the proposed extension of the Recipro- 

cal Trade Agreements Act. 

The CHammMan. Does that complete your statement, Mr. Barber? 

Mr. Barer. That does, sir. 

The CHairmMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions / 

If not, we thank vou for your appearance. 

Mr. Barper. All right, sir. Thank you. 

Phe Cuairman. The next witness appearing on the calendar is Mr. 


T. W. Hardy. 





864 TRADE AGREEMENTS EXTENSION 


Come forward, please, Mr. Hardy. 
Mr. Hardy, would you please give your name, address, and the 
capacity in which you appear, for the record ? 


STATEMENT OF T. WALTER HARDY, JR., VICE PRESIDENT, HARDY 
SALT CO., ST. LOUIS, MO. 


Mr. Harpy. My name is T. Walter Hardy, Jr. 
of the Hardy Salt Co. of St. Louis. 

Weare engaged in both the production and marketing of salt for all 
purposes; our single plant being located in Manistee, Mich. 

I greatly appreciate the time which has been granted to me to 
testify in favor of H. R. 1 before this committee, of which my own 
Congressman, the Honorable Thomas B. Curtis, is a distinguished 
member. 

I hope my remarks will not be repetitious of some that have gone 
before. I will follow the printed statement, but there will be one or 
two changes which I would like to make for clarity as I go along. 

The CuarrMan. Without objection, you may proceed as you re- 

uest. 

, Mr. Harpy. My remarks are derived from a somewhat different 
background than many of the other witnesses who have appeared and 
are yet to appear before you. I am neither an expert in foreign af- 
fairs nor an economist. My company is not engaged in exporting 
except in an extremely small and incidental way, nor are we directly 
dependent upon imports in the conduct of our business. I appear here 
as an individual businessman interested in the overall effect which 
this legislation can have on the general climate of business activity 
and prosperity. 

It seems to me that this matter can be analyzed entirely from the 
point of view of our own enlightened economic self-interest. We 
have in the past, and may be called upon in the future to make sacri- 
fices in the interest of world peace. 

I emphatically do. not believe, however, that there is any sacrifice 
of the American standard of living involved in this legislation. Quite 
the contrary. It seems to me that we stand to gain economically by 
the passage of H. R. 1, and by the increased imports resulting there- 
from. 

Increased imports under the conditions of the United States trade 
imbalance which has existed for over 50 years, increased imports 
purchased by American business and consumers can only result in 
an increase in the American standard of living. Increased imports 
are the best means of providing for expansion of United States 
exports. We stand to gain by an increase in our standard of living 
and, to the extent that foreign purchases are increased, by an ex- 
pansion of our production. 

First let us examine the effect of the increased imports alone. 

The argument one often hears that increased imports of low-cost 
foreign merchandise result in a lowering of the American standard 
of living cannot, I believe, withstand logical analysis. Let us reduce 
the low foreign wage argument to an absurdity by assuming that 
we, the United States, are recipients of grants-in-aid ftom a country 
with lower wage levels than our own—imports at a price of zero. 


I am vice president 
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Does this reduce our standard of living? Certainly not. More goods 
are available for consumption here and the more goods we have to 
enjoy, the higher our standard of living. 

_ More realistically, if we reduce the duty on an import or potential 
import and the price falls, more of the commodity is consumed and 
the foreign seller receives dollars as payment. If, in addition, our 
foreign-aid program is reduced by the amount of increased dollar 
earnings abroad, our American standard of living is increased not 
only by the larger quantity of the specific commodity consumed but 
by the expenditure or investment of savings resulting from the lower 
price and from savings in foreign aid. 

These are on the plus side of the ledger. What of the minus side? 
The minus side consists of the displacement of domestic production 
by imports. I do not concede that domestic production need in fact 
be displaced. In many cases imports may not be competitive with 
domestic production. 

In the case of competitive imports, there are counter currents of 
demand which I believe would substantially replace that portion lost 
to imports, namely the same savings in cost of the commodity in 
question and in cost of foreign aid which is the basis of an increased 
standard of living. What is, basically, involved is a transfer, rather 
than a net loss, of demand and employment. Many people feel that 
increased imports can only directly benefit export industries. I be- 
lieve many other industries stand to gain through this shift in 
domestic demand. But there is more than this static exchange in 
production from one commodity to another. 

T have already said that imports make exports possible. By import- 
ing more of those raw materials and manufactured articles which 
we can purchase more economically abroad, we make possible expan- 
sion of our $15 billion export market, to increase still more our own 
standard of living, with increased business not only for the export 
industries, but for all other industries which supply them. Thus, 
increased foreign trade expands production and employment just as 
much as it is the result of increased trade within the Nation. 

Loss of sales in particular products may result, but the total gains 
to the economy as a whole far outweigh such losses. That is the 
judgment that is important to the making of policy and legislation 
for the Nation as a whole. 

Even such losses, I would like to point out, may be temporary. 
Through expanding exports, production, and standards of living, 
employment can be increased and resources moved into different lines 
of industry. Industry will find it easier to expand production and 
go into new lines that the consumer wants. Everyone can gain from 
that. 

But what of difficult cases of adjustment? As a businessman and 
as a citizen interested in our foreign-trade policy, I joined the Com- 
mittee for a National Trade Policy, because I feel that the business 
community has a special responsibility for understanding and edu- 
cating itself.about our foreign economic policy. 

This committee presented a series of proposals to the Randall Com- 
mission a year ago December, and one of these proposals related to 
special readjustment assistance to be given to people whose economic 
activity was hurt by increased imports resulting from the lowering of 
trade barriers. 
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I understand that one of the distinguished members of the Commit- 
tee on Ways and Means, Mr. E berharter, has introduced a bill along 
the same lines. I do not know the bill in detail, but it seems to me 
that the principle, at least, is the right one. Those who may be hurt 
in this process should have an opportunity to improve their own posi- 
tion by moving into new lines of activity. However, in an expanding 
and developing economy such as ours, adjustments that bring about 
greater productivity are always taking place. Style changes, i inven- 
tions, “ds vances in production techniques constantly require adjust- 
ments. 

In this country where we have faith in a dynamic free and com- 
petitive society, we would not, for example, consider prohibiting the 
industrial applications of atomic energy by law, so as to avoid the 
revolutionary adjustments which its development will certainly cause 
in many industries. In fact, we would consider such a step a distinct 
blow to future increases in our standard of living, and in the conduct 
of a free society. 

Almost exactly the same considerations are involved in adjusting 
our national trade policy to the needs of our economy and to the 
requirements of America’s position in the world. 

As far as the stimulation of increased imports is concerned, I believe 
that H. R. 1 is almost too cautious. Five percent reduction in duty per 
year can hardly be expectea to produce increased imports that are 
more than modest. Asa taxpayer and consumer, I am not sure this is 
adequate. Based on information published by the American Tariff 
League, the dollar gap accumulated a total of $81,271 million during 
the past 20 years since the Tariff Act of 1934 was passed. Thus, dur- 
ing the very period when tariffs have been reduced, American business 
has adjusted so r apidly that exports have continued to exceed imports 
by a staggering margin. But if this is all we can get as taxpayers 
and consumers, we will have to be satisfied with it. 

There are several other elements in this situation which I, as a 
businessman, consider important. First, I believe that restrictions 
and duties placed on imported merchandise, except where required 
in the execution of our defense policy, are an infringement of the 
freedom of the individual. I have heard a good deal about the 

right of an industry to seek tariff protection, but very little about the 
right of the consumer to spend his dollars to his own best advantage 
without restraint and regulation. 

Secondly, I believe in the free-enterprise system. A company 
which asks for protection under the existing conditions of our trade 
imbalance, is inviting Government regulation just as much as a 
wagon manufacturer should he demand that a law be passed to tax 
the production of automobiles. We often hear from those who feel 
they may have to adjust to import competition, that all they ask is 
that foreign wages be comparable to their own wage scale. Yet, 
in each of the past 3 years, American industry has chalked up more 
than $12 billion of nonmilitary merchandise exports, in competition, 
not only with varying wage scales around the world, but in the face 
of dollar shortages, foreign traiffs, and import restrictions. 

The answer, of course, is that it is not wage rates alone which de- 
termine competitive position, but the unit cost of the product. The 
continuing dollar gap conclusively indicates that on an overall na- 
tional basis, American mass-production techniques, with high wages, 
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have produced a lower average unit cost, or higher quality or styles 
of products, than has foreign industry in spite of lower labor costs. 
I see no reason why wage costs should be singled out for special con- 
sideration. The same argument might be : applied to lower raw mate- 
rial costs, or better climate, with the same misleading point. 

Up to this point all of my remarks have been directed to issues other 
than the effect on foreign countries. I have been entirely concerned 
with the national self-interest of the United States and I have talked 
about imports without discussing in detail the conditions under which 
they have been produced. In conclusion I would like to offer a few 
comments on points brought up with regard to foreign countries. 

The argument is often ‘heard with regard to wage scales abroad, 
that increased imports, although they increase the amount of goods 
available for consumption, may not in fact, benefit the lower-wage 
groups abroad who really need the benefits. The argument often 
runs that because of conditions of labor exploitation or because of 

cartels, or because of corruption abroad, the mass of the people will 
not enjoy the benefits of the increased trade and production. 

I would like to make the following observations: First, it seems to 
me that expanded production abroad and increasing exports by for- 
eign countries are prerequisites to an increase in their standards of 
living. Perhaps the good effects of increased international trade and 
increased productivity will take time before they are distributed to 
the lower-income groups; but without expanded trade, the means 
would not even exist. 

Secondly, a good many of the countries that are underdeveloped 
need to earn dollars to buy the goods that are vital to their economic 
development. Without expanded trade, their plans may be fr ustrated 
and their economic development may be set back, and the promise of 
increased standards of living may not be realized or may be delayed. 

Third, by means of trade, and perhaps even more by means of invest - 
ment abroad, we can acquaint other people with our products and 
indirectly with the way of life that produced these products. This 
helps develop increased wants abroad that are an important spur to 
economic progress. 

A related question that often comes up is, Can't the dollars that 
other countries earn in trade with us be hoarded and even be used to 
build up bank accounts in the United States for the privileged few ? 
First, 1 don’t think that this has happened to any great extent. The 

fact that there is a dollar shortage means that other ‘countries are ver y 
anxious to buy our goods, all the goods that they can pay for and 
then some. 

Secondly, in those cases where dollars were hoarded by individuals, 
it was done because they were afraid their own currency wasn’t stable. 
This instability was due to the “dollar shortage” and unbalanced 
trade. As trade becomes more balanced, currencies will become more 
stable and increased confidence will result. That is just what has 
been happening recently and, as Secretary Dulles testified here the 
other day, the movement of capital has been reversed. 

Third, ] might also point out that foreigners may have sought to 
invest their dollar earnings in the United States because the opportun- 
ities to invest at home have not been as attractive. If we reduced our 
barriers to imports, their production would increase, their economies 
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would tend to expand, and increased opportunities for investment at 
home would result. 

With respect to the accumulation of dollars by foreign governments, 
which is an entirely different matter, it is clear that a certain amount 
of accumulation of dollars or gold is essential to finance trade bal- 
ances. During and after the war, countries ran down these balances 
to finance the war and postwar reconstruction. As their economic 
position improved, governments through their central banks began 
building up financial reserves in dollars or, in some cases, in sterling. 
We should welcome this development because it means that we can 
look forward to increased convertibility of currencies and the removal 
of restrictions on trade. If countries don’t have the financial cushion 
to soften the blow, it would be more difficult for them to return to 
freer trade and freer financial transactions. 

I conclude therefore, that these problems can best and most per- 
manently be solved by an expansion of trade. Expanded trade will 
bring benefits to our own economy and it will do the same for other 
countries. 

In the last Congress a significant step was taken to encourage im- 
ports through the customs-simplification bill. I believe the American 
people will strongly support a further step in that direction through 
the enactment of H. R. 1, with its moderate extension of traiff-re- 
ducing authority. 

The CHarrmMan. Does that complete your statement, Mr. Hardy? 

Mr. Harpy. Yes, sir. 

The Cuarrman. We thank you for your appearance and the help- 
ful information given the committee. 

Are there any questions? 

Mr. Mus. Mr. Chairman? 

The Cuarrman. Mr. Mills, of Arkansas, will inquire. 

Mr. Mitus. Mr. Hardy, I am certain your very fine Congressman, 
Mr. Curtis, regrets that he could not be here during the course of 
your testimony. He had to be absent from the committee this after- 
noon on other official business. 

Mr. Harpy. Thank you. 

The Cuarrman. We thank you for your appearance and the in- 
formation you have given the committee. 

Mr. Harpy. Thank you very much. 

The Cuarmman. The next witness is Mr. Charles Helin. 

Mr. Helin, would you please give your name, address, and the ca- 
pacity in which you appear, for the record ? 


STATEMENT OF CHARLES HELIN, PRESIDENT, HELIN TACKLE 
CO., INC., DETROIT, MICH. 


Mr. Hetrn. My name is Charles Helin. I am the owner of the 
Helin Tackle Co., and I am the manufacturer of the artificial fish 
bait known as the flat fish bait. I have sold 14 million of them. 

The Cuatrman. You are the president of the Helin Tractor Co., 
are you? 

Mr. Heir. No, the Helin Tackle Co., making fish lures. 

The Cuarrman. All right. You may proceed. 
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Mr. Hetrn. I am here before your committee to give my views on 
the proposed trade agreements extension bill, H. R. 1, which would 
extend the present Trade Agreements Act for 3 years from June 12, 
1955. I am speaking as an individual and do not concur with the 
opinion of the Associated Fishing Tackle Manufacturers, of which 
1 have been a long-time member, that tariffs should not be lowered 
on the imports of fishing tackle, notably from Norway or Japan. 
Nor do I know how this opinion was reached by the AFIM, inasmuch 
as I have never been asked for my views on the subject by either the 
top officials of our group or by the tariff commission named by the 
president of our association, nor have I any knowledge of any such 
poll ever being made of the membership. 

I believe my knowledge in the field of tariffs, economics, business, 
and international trade, reached through experience in many fields of 
endeavor, such as creating my own business, operating it successfully 
for 18 years, foreign travel, and in the importation and export of 
manufactured goods, qualifies me to more than the average extent to 
give voice to some of my accumulated store of related facts. 

I am the originator of a fishing lure known by its trade name as the 
Flatfish. I have sold over 14 million of them. I have imported 
treble hooks from Japan and currently am importing large quantities 
of treble fishhooks from Norway, possibly more than any other buyer 
in the world. The present duty rate 1 pay on these fishhooks runs 
50 percent. 

As a member of the Detroit Board of Commerce International 
Trade Tours of the past 2 years, I have visited the countries of both 
the Near East and the Far East. Prior to that I visited the countries 
of northern Europe in 1952. The Detroit Board of Commerce took 
the lead among business groups in the United States in adopting the 
slogan of “Trade, Not Aid,” and in advocating the doctrine of freer 
trade in opposition to possible protectionists in its membership. 

One cannot travel in foreign countries and not see the vital im- 
portance to them of international trade. Most of the nations of the 
world are smaller in area than the United States, and with generally 
depleted natural resources, smaller populations, and with less oppor- 
tunities for mass production. Though we are admittedly the richest 
nation in the wont we need to import thousands of necessary goods 
and raw materials. In Switzerland we were told that more than half 
of their manufactured goods were exported. 

From our visit to Japan in 1953, we observed that the Japanese are 
fine people, industrious, and very desirous of adopting the American 

vay of life. The English language is being taught in schools, street 
signs are in English, and even the merchants advertise their goods 
on store fronts and in windows in English. 

They wholeheartedly wish to avoid trade with Red China, but they 
have to live. Our efforts have shrunk their land areas some 22 percent, 
have sent back their peoples from colonial areas to add to their con- 
gestion, and into a country already crowded with only an area of 
less than 25 percent tillable soil. We were advised that 9 out of 10 
of the people of the Far East go to bed hungry. 

To retain democracy, outlets for their manufactured goods must be 
had. To me, it is ridiculous and fantastic that we store millions of 
dollars in surplus foods for which we seem to find no outlet, when 
this vital commodity could be used in trading for foreign goods, 
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supplies, and raw materials from those nations best fitted to provide 
them, and thereby yielding the safest and sanest method to steer 
them away from communism. 

How unrealistic it is for us to place high tariff trade barriers against 
such nations, practically forcing them into accepting socialistic and 
communistic regimes that supply the necessities but destroy their 
freedom. 

The surest method we can employ to insure the establishment of 
communism in the rest of the world around us, is to isolate ourselve es 
economically through high tariffs. Two doubtful means remain to 
circumvent the establishment of Red-controlled governments: One is 
to donate our wealth to them so they can buy from us for which we 
obtain little in return, or to use the power of our might to wage war 
after war on greedy and hungry Communists set on taking over nation 
after nation. 

Japan, to avoid trade with Red China, is now forced to purchase 
its machinery, supplies, and raw materials from other sources around 
the world. Do they purchase cheaper than we do? Do they receive 
free transportation of goods across the oceans? Do American buyers 
in Japan travel without cost? Japanese industries often use methods 
50 years behind ours. 

One argument in favor of high protective tariffs always crops up 
when the subject is discussed, and that is the low wage rates of foreign 
countries. Has it occurred to these devotees of high tariffs that that is 
one of the reasons for low wages to foreign labor? Price and quality 
are the determining factors when anyone purchases anything, quantity 
being equal. Foreign manufacturers must make allowances in their 
cost factors for our tariffs. 

Are businessmen chosen from some evil group with no understand- 
ing of the natural laws of economics, or the laws of supply and 
demand ? 

Is there any reason to believe that competition is the life of our 
economic system but it becomes iniquitous on an international basis ¢ 

Examining our own wage rates in the United States, I find a spread 
of from about $10 a week, t to $100,000 an hour. I do not point this out 
in a spirit of condemnation, but because I believe this spread is justi- 
fiable when properly understood. When we Americans go to the open 
market, we endeavor to purchase at the lowest. prices after considera- 
tion of values. This is, and has been, the natural system of trading 
before the advent of socialistic governments which devised ways and 
means of setting up artificial barriers to the smooth and age-old cus- 
tom of purchasing on the free market according to one’s wants or dis- 
likes with the customer determining for himself whether or not he was 
receiving proper value for his outlay. When the margin between the 
cost of manufacturer and the selling price of an item is boosted exces- 
sively by tariffs or other taxes, the ‘Tesistance to sale is increased pro- 
portionately to the point of diminishing tax returns. 

In any trade we Americans have with foreign lands for needed 
goods or materials, our people gain in true value of the commodities 
exchanged. Need I add that money in itself is not wealth, and with 
the high value of the American dollar in foreign exchange rates, we 
get the best of international trading. 

Importers and exporters are servants of the people and are doing a 
job with surmounting difficulties, due to governments of almost every 
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nation setting up excessive tariffs, unnecessary clerical work, dollar 
exchange barriers and government processing delays. 

Apparently it is for gotten that people aiding themselves need no 
Government assistance, and Government or third party assistance 
is an unnatural and unworkable, and an inefficient system of provid- 
ing peoples with those things they have a right to have during their 
brief stay on this earth. 

If we are ever going to have a free world, consideraton must be 
given to opening up international competition, allowing the consumer 
the right to determine for himself what he wishes to purchase, and at 
the quality and price he determines on the open and free market. 

What country is better able to lead the way to reduced tariffs than 
the United States? With American prestige leading the way, it is 
certain that other nations will follow, and certainly with the Presi- 
dent being given the right to set up reciprocal trade agreements, a 
beginning can be made toward the ultimate goal of full free trade, 
a belief to which I fully subseribe. 

Japanese wages are often pointed out as being extremely low, but 
it is generally overlooked that large industries there, and I visited 
several of them, not only pay wages, but also pay for the education 
and training of their employees, house and feed them as well. 

‘True, they work, but this is better than loafing and being prospects 
for communism. I question anyone will be greatly hurt by importa- 
tion of Japanese goods even on a free-trade basis. Because of other 
cost factors, prices could never be too much lower. From the selfish 
viewpoint, why should we do work for ourselves at high cost, that 
these foreign companies can do for us with cheap labor? Our eco- 
none system doesn’t rest on such a shaky foundation that our manu- 
facturers need protectionists to preserve them from competition. 

Any enterprising businessman, when he finds his domestic competi- 
tion has taken his trade from him, either joins his ¢ ompetitor or gets 
into something else more progressive or fruitful. This factor of 
survival of the fittest is what has brought about all of our modern 
improvements, products, and luxuries. 

Do we Americans approve of tariffs, even if due to reprisals, placed 
on our automobiles and other manufactured items by foreign coun- 
tries? I have an item that is salable in any country where water 
and fish are found. Yet I find that fishermen of foreign nations 
must live and die without ever having the opportunity of once using 
my invention because politicians have been given unwarranted author- 
ity with which to establish trade barriers to their purchase of my fish 
lures, basing this embargo on the presumption that it was better for 
them to spend their money in what they believed was for a better 
purpose. 

This is the end result of control, high tariffs, and reprisal. It 
doesn’t make for a better or happier, or more peaceful world. I be- 
lieve also that the end results of lower tariffs will be an America 
with more and better amounts of the world’s goods, more taxes in 
the Treasury in spite of the immediate loss on reduced tariffs because 
a prosperous people indulge in more revenue-producing trade, and 
each transaction is cut up by the tax collectors anvway. Any benefit 
received by foreign nations will be reflected in thousands of ways to 
our own people. We are only 6 percent of the world’s people. Our 
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tourists will find better food, better hotels, better transportation, and 
better travel facilities. Their people will be able to provide us with 
new and in some instances better products all useful in making a 
better life for us here. 

Our American tourists are accomplishing much in bringing about 
a standardization of prices in foreign countries regardless of foreign- 
exchange rates. We note how they soon learn what an American 
will pay for a service or for an item. The eventual removal of trade 
barriers will bring about the type of world we would all like to see, but 
we cannot begin to bring this about by heeding the wailings of the pro- 
tectionists to shield them from competition—competition that the 
ultimate consumer has to pay for. 

I visited the Mustad Co., of Norway, which is the world’s largest 
manufacturer of fishhooks, and from whom I purchase most of my 
fishhooks that I use on the fish lure I manufacture. Surely, I could 
use this 30 percent duty that I pay on the value of these hooks in 
many ways—in improving my own product and in wages and working 
conditions in my own plant. 

Why should I desire to contribute this 30 percent to keep 2 or 3 
American competitors in business making the same item, and at higher 
cost?’ Numerous warborn industries here cut off foreign imports. 
Norway is a poor country, and they well deserve any trade we can 
give them. They fought the Germans and suffered heavy losses. 
They have spent five generations in learning how to make fishhooks 
properly and because of low-cost labor they can give these hooks 
a hand honing on the points, something impossible to do here at the 
high cost of manual labor. Any dollar income they receive will be 
spent back in the purchase of American goods. 

I grant that some American industries will be hurt by the abolition 
of tariffs or even the lowering of tariffs. We did not place a tariff 
on the automobile to preserve the horse and buggy. The viewpoint 
to take is which will provide the greatest good for the largest per- 
centage of our people. I note with some disgust that my only compe- 
tition has been from enterprising individuals here in the United States 
who have copied the patented features of my invention and never, 
in my opinion, making a worthy infringement either. Should I ask 
the Government to place protective tariffs on these products? 

It is hardly likely that any manufactured item in the world could 
not be made here as well, but the catch usually is that we cannot make 
it as cheap, and many beautiful items around the world just cannot 
be duplicated under our labor costs. If you can’t sell it, there is no 
need to build it. 

There are, of course, many things we build better under our sys- 
tem of high production and that is how we break even with the foreign 
manufacturers. 

What do people think of free trade and lower tariffs? 

Oddly enough, during the early part of last year, I conducted a 
survey on this question when I hadn’t the slightest expectation of 
ever appearing before a hearing. To those sending for a copy of 
my fishing-tackle catalog, I sent in a questionnaire listing numerous 
questions of public interest, and if they filled it, I would allow them to 
purchase a fish lure for one-half price. Screening out those that were 
under 21 years of age, I received 8,511 returns, not a bad figure, and 
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these covered every segment of this Nation, and in all income brackets. 
This contest just closed at the end of 1954. 

On the question, “Do you believe in free trade between countries 
(no duties)?” I found 4,999 do not believe in such free trade, or 62 
percent of those expressing an opinion one way or the other; 3,062, 
or 38 percent, favored free trade. Since we have never had free trade 
in our time, this is not a bad percentage. Four hundred and fifty had 
no opinion. 

On the next question I asked should tariffs be lowered or increased ¢ 
The total opinions expressed, for lower or higher, totaled 5,415— 
1,275 voted to increase tariffs, or 23.5 percent, while 4,140 voted to 
lower tariffs, or 76.5 percent. This shows that a little better than 3 
out of 4 favored lower tariffs—957 voted to leave them as now, while 
2,138 had no opinion. These questionnaires are open for inspection 
to any person or group 

The conclusion is that the mass of people of the United States are 
willing to lower tariffs and more than a third are willing to eliminate 
them entirely. 

The CuHatrmMan. Does that complete your statement ? 

Mr. Henin. Yes; it does. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you, sir. 

Mr. Hetin. Thank you. 

The Cuarrman. The next witness on the calendar is Mr. George W. 
Morgan. 

Come forward, please. 

Will you please give your name, address, and the capacity in which 
you appear, for the record ? 


STATEMENT OF GEORGE W. MORGAN, PRESIDENT, ASSOCIATION 
OF AMERICAN SHIP OWNERS 


Mr. Morcan. My name is George W. Morgan. I am an attorney at 
law, and am president of the Association of American Ship Owners. 
Our offices are at 76 Beaver Street, New York, N. Y., and at 1621 K 
Street, here in Washington. 

I appreciate very much this opportunity to discuss the importance 
to shipping of pr oposals that have been made to establish quota limi- 

tations on importations “of residual fuel oil (including residual fuel 

oil for bunkering vessels at United States ports).” The shipping 
industry is an important consumer of residual fuel oil which it uses 
to fire the boilers that generate the power to run the ships. 

As we understand it, one purpose of these proposals is to stimulate 
the production, transportation, and use of coal. In this connection 
1 think the record should show that our merchant and naval vessels 
were built to use residual oil and not coal. 

It would be utterly impractical and uneconomic to try to convert 
them to coal burners so that in the case of ships the proposals would 
provide no stimulation whatsoever for coal. 

The United States Tariff Commission furnished this committee 
in the last Congress valuable evidence bearing on the economic con- 
sequences that could be expected to result from the proposed quota 
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limitation. It is printed in the hearings on H. R. 4294. Demand for 
residual oil, as measured by actual consumption, is shown to exceed 
domestic production plus the proposed quotas. Domestic production 
is supplemented by imports to satisfy demand, and it is indieated 
that the amount necessarily imported 1 in 1951 and 1952 exceeded the 
proposed quotas by 251,000 and 277,000 barrels, respectively, daily. 
How substantial an amount this excess is appears from the fact that 
in 1951 the total consumption by ships of residual fuel oil whether 

imported or produced domestic: ly was 293,200 barrels daily. 

Other substantial consumers of residual fuel oil are industrial es- 
tablishments, space heating plants and public utilities. Generally 
speaking, only the public utilities are equipped to burn either coal 
or oil and in 1950 and 1951 they consumed respectively 255,000 and 
193,200 barrels daily. 

Thus it appears that even if 100 percent of the consumption by the 
utilities of residual oil were diverted to coal, the amount saved would 
be considerably less both than the amount that would be excluded by 
the quota and the amount needed to run our ships. 

The evidence seems to point to the conclusion that reducing the 
supply of residual oil by such artificial means as quota limitations 
would bring about sharp competition among consumers and sub- 
stantially higher prices. It doesn’t seem reasonable to expect that 
the pressure created by demand for the product could be eased suf- 
ficiently to obviate this result. Nor does it seem either practical or 
probable that domestic production would be increased sufficiently to 
bring order and reason to the market. 

During the last 8 or 10 years we have witnessed very substantial 
increases in the production and use of _petroleum products. Crude- 
oil production has grown from about 4.7 million barrels a day in 1945 
to almost 6.3 million in 1952. It has gone higher since. 

Refinery crude oil runs have increased similarly, But the domestic 
production of residual fuel oil has decreased somewhat during the 
same period. ‘The answer to this seeming paradox appears to be that 
improved techniques and more efficient refiner y equipment are making 
it possible to produce an increasingly greater proportion of petroleum 
products having relatively high commercial value such as gasoline, 
kerosene, and distillate fuel oils. Residual oil is what is left over 
after the more valuable products have been extracted. It is really : 
byproduct and although its price has often seemed high to ship- 
owning consumers, it ‘apparently sells for less than the raw crude 
from which it is extracted. 

This concentration of domestic refineries on higher grade products 
explains why domestically produced residual fuel oil is and will 
likely continue to be in short supply. 

Before concluding this statement I should like to explain why 
shipping is so concerned about the economic effect of an artifici: ally 
stimulated cost increase such as is proposed. 

American ship operating costs are now from 4 to 5 times those on 
foreign vessels, and it has therefore been necessary for the Govern- 
ment, through subsidy, to pay the cost differential to enable American 
vessels to compete. If higher bunker oil prices are to increase the 
differential, then the Government would probably be called upon to 
pay the increase for subsidized ships. 
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But the full impact of the increases would fall on ships in the 
domestic trades where there are no subsidies. Those ships have his- 
torically been the nucleus fleet for defense purposes. They were close 
at hand and readily available in an emergency. Before World War IL, 
409 privately owned ships served American agriculture and industry 
in the coastal and intercoastal trades. Today there are only 104, and 
the reason there are so few is that circumstances are such today that 
there is economic justification for no more. 

There seems no question but that defense considerations require 
more ships in these home trades but it is a serious question whether 
we can continue to operate what we now have. A sharp increase in 
the cost of bunkers would in all probability cause the retirement of 
additional ships from the domestic trades. 

Mr. Chairman, may I say again that I appreciate very much this 
opportunity to express our views. 

The CHarrman. Does that complete your statement, Mr. Morgan / 

Mr. Morcan. Yes, sir. 

The Cuarrman. We thank you for your appearance and the helpful 
information given the committee. 

Are there any questions? 

If not, we again thank you, Mr. Morgan. 

Mr. Morean. Thank you. 

(The following material was submitted for the record :) 


AMERICAN MERCHANT MARINE INstITUTE, INC., 
Washington, D. C., February 9, 1955. 
Hon. JERE COOPER, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


DEAR MR. Cooper: In the hearings now being held by your committee on H. R. 
1, the Trade Agreements Extension Act of 1955, the subject of restriction of 
imports of petroleum products has been discussed by several witnesses. 

The American Merchant Marine Institute represents a substantial majority 
of American-flag shipping of all categories. Because of the seriously adverse 
impact upon the American merchant marine of any arbitrary or other limitations 
upon the importation of petroleum products, the institute wishes to express its 
opposition to this proposal and to put itself on record as supporting in full the 
testimony given before your committee on January 25, 1955, by George W. Morgan, 
Esq., president, Association of American Ship Owners. 

The shipping industry must, of necessity, be in basic opposition to any arti- 
ficial or other restriction which might be placed upon the supply of petroleum 
products, particularly residual fuel oils in which it is completely dependent 
for its motive power. It is obviously absurd even to consider any such retro- 
gression as a conversion from fuel oil to coal burning in America’s merchant 
marine. There is thus no possibility whatever that any limitation upon the 
fuel-oil supply upon which our shipping depends could contribute directly or 
indirectly to any increase in the production or use of coal insofar as the merchant 
marine is concerned. 

Refiners have indicated that a restriction upon imports of residual fuel oils 
will produce a deficit in the supply of fuel which is needed to meet our national 
requirements. The tremendous advances in refining skills now produce great 
quantities of gasoline and other volatile products needed for our allied auto 
motive transportation services with such efficiency that relatively less and less 
residual product is being left. Such economic utilization of our natural-oil 
resources must continue. What must necessarily happen is that the reduced 
available supply of residual fuel oils will result in substantially higher prices 
to the United States shipping industry, which is already overburdened with the 
highest operating costs in the world. Any such increase in fuel costs would be 
a substantial addition to the cost factors which are already tending to drive 
United States vessels from competition on the seven seas. 

Not only our merchant but also our military fleets of both combatant and com 
mercial type vessels are today entirely dependent on adequate supplies of residual! 
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fuel oils. Therefore, the impact of any restrictions on the supply of this essential 
fuel will hamper not only our national economy but would seriously jeopardize 
the fourth arm of our national defense, 
I respectfully request that this letter be made a part of the record of hearings 
on H. R. 1. 
Sincerely yours, 
FRANCIS T. GREENE. 





STATEMENT OF PACIFIC AMERICAN STEAMSHIP ASSOCIATION BEFORE THE WaAyYSs 
AND MEANS COMMITTEE, HOUSE OF REPRESENTATIVES—H. R. 1—TRADE AGREE- 
MENTS EXTENSION Act OF 1955—RESIDUAL FUEL-OIL IMPORT RESTRICTIONS 


This association, consisting of the principal steamship lines on the Pacific coast, 
takes this opportunity to reaffirm its support for the continuation of the principles 
of the Reciprocal Trade Act, as embodied in H. R. 1. Similarly, we are opposed 
to any legislation placing quotas on fuel oil for ships. 

On a number of previous occasions this industry has gone on record in favor 
of administratively controlled tariff procedures, on grounds that an economically 
sound two-way trade demands constant expert attention so as to permit changes 
in duties which will promote the inward flow of foreign products. At the same 
time, our industry would deplore the removal of any “escape hatches” which 
injured industries might need to avail themselves from time to time in proceed- 
ings before the Tariff Commission. However, relief should, in our view, be 
handled administratively rather than through legislation. 

It hardly bears repeating here that without a strong merchant shipping indus- 
try the exports of our farm and factory and the imports of essential raw mate- 
rials and consumer goods (many of which we don’t produce in sufficient quan- 
tities ourselves) would be frustrated to the detriment of our entire economy. 

In consonance with these considerations, therefore, we take this means to urge 
the strongest opposition by the Ways and Means Committee to any attempts 
to put shackles on the import of fuel oil for use of ships fueling at United States 
ports. A rash of bills have been introduced to restrict this vital importation, 
and it is to these proposals, among which are H. R. 1775, H. R. 2963, H. R. 2979, 
H. R. 2982, H. R. 3019, H. R. 3108, H. R. 3109, H. R. 3236, and H. R. 3243, that we 
address our opposition in the strongest terms. 

If residual fuel-oil importation is restricted to 10 percent of the domestic 
production for that quarter in the previous year, several unfortunate things 
will happen and several things which the proponents hope to accomplish will not 
happen: ° 

1. Domestic coal producers will not sell 1 more ton of coal to ship operators 
calling at United States ports than they now sell, which is practically negligible. 
Modern ships don’t burn coal. 

2. Domestic residual fuel-oil producers will undoubtedly sell more than they 
now sell to ships, but at a higher price, due to the fact they don’t produce enough 
to meet demands now and due to the restriction on imports. 

3. Some American ship operators, particularly operators in the coastwise and 
intercoastal trade, will, if fuel-oil costs go up as a result of import quotas, face 
a serious problem of survival, as they are now operating at break-even costs or 
in the red. : 

4. All American ship operators, whose higher costs of operation are well known 
to the Congress, will endure shortages and higher costs by this means, and with- 
out benefiting the coal industry in the slightest degree. 

No one to our knowledge engaged in the production of residual fuel oils in this 
country has committed himself in the record thus far in these proceedings as to 
the ability of the oil industry to supply the needs of merchant ships if this quota 
is levied, for it is well known they only supply a fraction of needs now; nor has 
anyone from the coal industry suggested that the shipping industry might revert 
to coal, which fuel they abandoned 45 years ago. If either of the advocates of 
this scheme has an answer to this two-pronged dilemma, the shipping industry 
would like to know about it. 

The frustrating, even disastrous, results which would be visited upon our coun- 
try’s vital merchant marine prompts the members of this association to urge in 
unequivocal terms the committee’s opposition to these bills. 


RatpH B. Dewey, 
Washington Representative. 


FEBRUARY 8, 1955. 
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The Cuatrman. The next witness is Mr. Robert E. Rodes. 
_ Will you please give your name, your address, and the capacity 
in which you appear, for the record ! 


STATEMENT OF ROBERT E. RODES, NEW YORK, N. Y. 


Mr. Ropes. My name is Robert Emmet Rodes. My permanent ad- 
dress is 34 West 65th Street, New York City. I have a place of busi- 
ness in Casablanca, Morocco, where I formerly had an export and 
import business. I am commander of the American Legion post there, 
the only one in Africa, and formerly was president of the American 
Trade Association of Morocco which united about 40 American citi- 
zens operating independent businesses. 

As additional background, I would like to state that during World 
War II my major assignment was Chief, North African Section, Office 
of Strategic Services. This required me to know Morocco’s economy 
and potential economic relationships with the United States. My 
last military grade was lieutenant colonel, which I still hold in the 
Reserve. If mobilized, my assignment would be economics officer for 
a theater of operations. Here is a War Department letter giving 
most of my record with OSS. I would like to leave it for your files. 

The Cuarrman. Without objection, it will be included in the record. 

(Letter referred to follows:) 


War DEPARTMENT, 
OFFICE OF THE ASSISTANT SECRETARY OF WAR, 
STRATEGIC SERVICES UNIT, 
Washington 25, D. C., March 18, 1946. 
Subject: Record of Service. 
To: Maj. Robert EB. Rhodes, ©. E. 


1. The following facts relative to your service with the Office of Strategic 
Services and with its successor, the Strategic Services Unit of the War Depart- 
ment, are taken from official records: 

2. You were transferred to OSS on May 9, 1944, from the Corps of Engineers, 
with an efficiency rating of “superior.” Your grade was captain. 

3. Your first assignment with OSS was as an administrative officer in the 
Africa Division. 

4. On June 30, 1944, you were made chief, North African Section, Africa 
Division. In this capacity you were responsible for gathering and reporting 
secret intelligence for North Africa, including information on enemy operations 
in Italy, France, and Spain, obtained from North African sources and contacts. 
This position involved the maintenance and direction of an organization par- 
tially overt and partially undercover, throughout the area. You were re- 
sponsible for the direction in Washington of communications, supplies, trans- 
portation, selection of personnel, and budget and expense control. 

5. You held the above assignment until December 30, 1945, with your duties 
divided between Washington and the North African field stations. You were 
promoted to your present grade on October 18, 1944. 

6. From January 1 to February 8, 1946, you were assigned to special duties 
in North Africa, requesting relief from active duty when you returned. 

7. Your efficiency ratings with this organization have been as follows: May 
9, 1944, to April 30, 1945, excellent; May 1, 1945, to December 31, 1945, superior ; 
January 1, 1946, to February 28, 1946, excellent. 

Knox P. PRUDEN, 
Colonel, AGD Adjutant 
(For the Director). 


Mr. Ruopes. My purpose here today is to urge you to prevent for- 
eign nations from benefiting from our tariff concessions while refusing 
to abide by their agreements under which we should benefit; also 
to prevent the Department of State from giving away rights which 
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have been acquired for us by the treatymaking authority of the United 
States. 

In 1951 I called this committee’s attention to the statement by a 
Department of Commerce authority that— 
restrictive trade controls by the great majority of foreign countries * * * have 
often involved violation of existing commitments (p. 604, 1951 hearings on 
H. R. 1612). 

I believe that this general condition is fairly well admitted and 
will be even better established when all witnesses have been heard. 
My remarks are confined to the Morocco case which is particularly 
flagrant since it involves deliberate violation of a treaty which has 
been reaffirmed by the International Court of Justice and which the 
Department of State claims it is unable to enforce despite specific 
congressional mandates requiring it to do so. 

Morocco is a sovereign state under French protection. The 1906 
treaty of Algeciras between Morocco and the United States, France, 
and most of the then world powers limits customs duties to 12.5 per- 
cent, sets up valuation procedures, establishes completely free economy 
and economic equality in Morocco for all the signatory nations. 
Despite this, after World War II, France used her protector status 
to virtually monopolize Morocco’s economy and freeze out foreign 
competition including American. 

As a Supreme Court Justice succinctly puts it— 

The French have fastened a milking machine on Morocco for their own benefit. 


Congress took up the issue in 1949. The Department of State 
promised to remedy the abuses by negotiation but instead formally 
consented to an embargo, then the major treaty violation. 

I heard another witness here mention the “uncertainty” which 
confronts foreign exporters to the United States. They do not com- 
pare with the official vagaries which menace Americans trading 
abroad. This embargo, almost overnight, wiped out $10 million of 
annual business which 40 Americans ie built up by 2 or 3 years 
of hard work. The official responsible stated that it would “end 
competition by foreign merchants with French merchants,” which 
he found “very vexing.” The embargo was enforced 314 years and 
then the International Court voided it. The Americans whose busi- 
ness it had destroyed illegally were not compensated. Other measures 
having similar end results were substituted for it and still are in effect. 

Congress placed in the 1951 appropriation for foreign aid an amend- 
ment intended to cut off aid to Frence if the violations continued. 
The Department of State then arranged with France to submit the 
issue to the International Court at The Hague. This took 2 years 
during which aid was continued just as if no restriction had been voted. 

The Court in 1952 ruled that the United States must have complete 
equality with France in Morocco’s economy and that “economic lib- 
erty” (free competitive enterprise) must be maintained and customs 
procedures modified. The verdict has not been enforced. The State 
Departeatial admits this but asked Congress not to cut off French aid 
again, stating that all such aid now is military. In consequence the 
1954 and 1955 appropriations withhold only local currencies (counter- 
part funds). ‘The amounts are so small that France finds it profitable 
to continue treaty violations. 
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Assistant Secretary of State Byroade told the House Foreign Af- 

fairs Committee: 
(Mr. Rhodes’] position is that American businessmen are being discriminated 
against in Morocco, and I think that is true. * * * This issue went to the In- 
ternational Court of Justice. * * * The French put out rules which we said 
did not fulfill the Court’s decision. We maintain that position. * * * We 
have attempted to reach a meeting of the mind with the French, so far without 
success (p. 234, House Hearings on Mutual Security, 1954). 

French officials told Americans in January 1953 that negotiations 
will take a long time and the French Government can afford to wait 
better than American businessmen. The French press, showing that 
United States trade is falling, boasts of “our great ally’s Pyrrhic 
victory” at The Hague. Confronted with this, Congress again acted. 
The 1954 Mutual Security Authorization Act requires the President 
to enforce treaties and to help citizens obtain indemnity for treaty 
violations. I should appreciate your placing this proviso in your 
record at this point. 

(The amendment referred to, sec. 413 (b) (3) of the Mutual Se- 
curity Act of 1954, follows :) 


[The President] shall, consistent with the security and best interest of the 
United States, seek compliance by other countries or a dependent area of any 
country with all treaties for commerce and trade and taxes and shall take all 
reasonable measures under this act or other authority to secure compliance 
therewith and to assist United States citizens in obtaining just compensation 
for losses sustained by them or payments exacted from them as a result of 
measures taken or imposed by any country or dependent area thereof in vio 
lation of any such treaty ; 

The Senate Foreign Relations Committee’s Report (No, 1799) on 
pages 72 and 73, under a caption “French Treaty Obligations in 
Morocco” explains this amendment, stating: 

For several years, the subject of United States treaty rights in Morocco and 
their violation by France has been a matter of deep concern to Congress. * * * 

Following the adjudication by the International Court of Justice on United 
States treaty rights, * * * the Department of State * * * ruled that our 
rights in Morocco were being violated. 

The committee, however, felt that the State Department had not pursued this 
matter vigorously enough and accordingly provided [the amendment]. 

The Department now claims still to be trying to get France to 
respect this treaty and the Court verdict but states there is no means 
of requiring this. Since this committee is contemplating valuable 
concessions to trading nations, including France, I hope you will 
decide to give the Department the means it lacks by insisting that 
such concessions be limited to nations which live up to their obligations 
to us. 

The second part of my recommendation is that Executive acts be 
prevented from altering treaty terms. I know that even the mention 
of that must shock you almost to the point of incredulity, It did 
me when I was first confronted with it. Just the same it was done in 
1949. I got an order in United States district court here restraining 
Secretary of State Acheson from waiving or extinguishing treaty 
terms without advice and consent of the Senate. He had it vacated 
and my appeal was dropped when the issue went to the International 
Court and made it moot. 

é During the Hague trial, the United States Chief Counsel told the 
ourt : 


¥ 
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* * * The United States * * * insisted on the respect of its treaty right of 
freedom of trade without restriction on imports and protested the violation 
of its treaty right repeatedly. * * * At the same time, it offered to assent, and 
did assent, When it deemed it proper, to the request of the French Government 
that it waive its treaty right and submit American nationals to the prohibitions 
on imports resulting from the decree of December 30, 1948 (p. 88, U. S. ‘“Counter- 
Memorial” to I. C. J., December 1951). 


The “assent” which set aside “the supreme law of the land” was 
in the form of a diplomatic note by our chargé d’affaires in Tangier. 
On November 12, 1953, an Assistant Secretary of State told me, in 
the presence of members of his staff, that he frequently set aside 
treaties and would continue to do so as long as he held office. 

Apart from the constitutional issue, this jeopardizes all American 
interests abroad. It means that they are not protected by law, but 
depend on our diplomats’ bargains with their forei opposites. It 
makes Senate ratification of treaties meaningless. It gives concerns 
large enough to defend their interests at the Cabinet or ambassadorial 
levels great advantage over those who must risk theirs at the lowest 
echelons. 

To assure Americans the reciprocity to which they are entitled 
and to prevent nullification of treaties by diplomatic action, I suggest 
for your consideration a section in your bill, reading about as follows: 


Sec. — (a) On or before July 1, 1955, the Secretary of State shall prepare 
and thereafter keep current a list of all countries which are according the 
United States and its citizens all benefits to which they are entitled under any 
treaty or trade, tax or custom agreement, to which such nation and the United 
States are parties. 

(b) In making this determination the Secretary shall deem that treaty terms 
have not been and may not be modified, waived, or abrogated by any Executive 
act. 

(c) There shall be no reduction of customs duties below the rates prevailing 
on July 1, 1955, with respect to products produced in or imported from any 
country so long as such country shall not be listed as required in subsection 
(a) of this section. 

The need for this would seem to be widespread. The State Department’s 
Director for Africa, excusing Department inaction in Morocco, stated that he 
knows 20 areas where discriminations are just as bad. 

I am submitting a letter by the late Representative Eugene Cox which provides 
background of this issue and a letter from the Textile Export Association of 
the United States which shows the effect of State Department policy on our 
hardest-pressed industry. I should appreciate your placing them in your record. 


(The letters follow :) 
CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., January 11, 1951. 
Hon: W. AVERELL HARRIMAN, 
Executive Office of the President, Washington, D. C. 


Dear Mr. HAarriMANn: I understand that the White House has transmitted to 
you for review a file relative to the enforcement of United States treaty rights 
in Morocco,, In my opinion, the decision of the Secretary of State should be re- 
versed in this matter if the statements on the attached memorandum are cor- 
rect or if the treaty rights of the United States are as stated. 

I believe that the Department of State’s decision is based on the possibility 
that our treaties may have been altered by executive acts without specific renego- 
tiation and ratification by the treatymaking power of the United States. It 
seems to me that this possibility should be discarded by the President when 
he makes his decision. It also seems that such a basic constitutional issue as 
is involved in this question should be excluded from consideration by the Court 
of International Justice. If the Court should determine that the United States 
is bound by simple executive acts which conflict with treaties or other United 
States laws or, for that matter, with the Constitution itself, a means has been 
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found to give legislative power to the executive branch acting in conjunction 
with a foreign power. 

Apart from the broader issue it was the obvious intent of Congress to give 
France her option of making Morocco honor her treaties with the United States 
or of foregoing ECA aid. This legislation was adopted with full knowledge 
that the Secretary of State objected to it. In spite of this the Secretary has 
made an arrangement under which treaty violations and assistance to France 
will continue exactly as if the legislation had not been passed. While there may 
or may not be any reasonable basis for the French suit, it seems obvious that 
the President’s opinion of whether or not treaty violations exist should be based 
on the prior expressions of his own staff and not upon that of an international 
court. As a matter of fact, it seems that the very defense of this action would be 
based on the official United States opinion of these treaties and their require- 
ments and that aid should be suspended if France does not accede to this opinion 
during the period when the matter is before the Court. 

At any rate, this problem has consumed a great deal of time in Congress and 
in the executive branch. Apparently there is a strong possibility that addi- 
tional discussion and more stringent legislation may result from the Depart- 
ment of State’s proposed solution. While I have not been wholeheartedly in 
sympathy with the use of the Economic Cooperation Administration as a means 
of enforcing these treaties, I do believe that it is the duty of the Department 
of State to enforce them and that this should be based on an interpretation 
which excludes all possibility that the treaties may have been altered without 
advice and consent of the Senate. I also believe that the intent of the amend- 
ment to the general Appropriations Act should be carried out and that this ap- 
parent determination of the Secretary of State to oppose the clear will of Con- 
gress is particularly unfortunate at this time in view of his many other acts 
which detract from the confidence in the administration which should prevail 
in Congress. 

Yours sincerely, 
E. BE. Cox, Member of Congress. 


TEXTILE Export ASSOCIATION OF THE UNITED STATES, 
New York 13, N. Y., Mareh 29, 1954. 
Hon. JOHN Foster DULLES, 
Secretary of State, Washington, D. C. 


Dear SEcRETARY DuLLEs: This letter is to request that you act to restore to our 
members and to all Americans the right to trade in the French Zone of Morocco 
on a basis identical with that prevailing before the establishment of the French 
protectorate and similar to that now in force at Tangier. 

Our members individually, and through the Textile Export Association of the 
United States, frequently have complained that French protectorate authorities 
deprive them of former trade, despite treaties guaranteeing them the right to 
compete freely in Morocco. A-.statement by the export association figured in 
1950 Senate debates which led to legislation intended to deprive France of 
United States aid until United States-Moroccan treaties are restored. 

We were told that this law would not be enforced until the International 
Court of Justice had judged the validity of the treaty rights in question. In 
our opinion, this was merely a means to evade the law since, it is obvious, the 
protectorate could not legally have modified prior treaties. Our opinion was 
confirmed by the International Court, which declared that the principles of the 
Treaty of Algeciras were not altered by establishment of the protectorate. 
These treaty violations in the French protectorate had no serious excuse before 
the Court ruled on them. Since the ruling all excuse, however flimsy, has 
been removed. 

The verdict was rendered on August 27, 1952. France, under international 
law, should have implemented it on that date. It still is not implemented. Our 
members and their customers still encounter handicaps in the French-admini- 
stered zone of Morocco which French manufacturers and their customers do 
not encounter. Our members do not encounter these handicaps and their 
French competitors do not enjoy advantages in the internationally admin- 
istered zone of Morocco, where the same treaty is applicable and is respected. 

In 1952 our exports of cotton textiles to Morocco amounted to 6,582,270 
square yards. In 1953 they dropped to 252,428 square yards. 
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We would appreciate your letting us know what your Department has done 
to extend to the French Zone of Morocco the free competition and equality now 
enjoyed by United States trade at Tangier, and when our members may begin 
operating under this regime. 

Yours sincerely, 
Joun W. Murray, Secretary-Treasurer. 

Beginning on page 1174 of the Foreign Affairs Committee’s hear- 
ings on the Mutual Security Act of 1954 are statements on Morocco 
treaty violations by the American Federation of Labor, American 
Legion, Commerce and Industry Association of New York, and the 
Textile Workers Union, CIO. The same record gives details of the 
violations as reported by the American Chamber of Commerce of 
Morocco. It also shows how this chamber abandoned its campaign for 
treaty compliance after it was threatened by French officials. 

I have submitted for your files a reprint of an article appearing in 
Export .Trade and Shipper in October 1954. Unfortunately, the 
results I hoped for when I wrote that article have not materialized. 

Thank you very much for your consideration. 

The Cuairman. Does that complete your statement, Mr. Rodes? 

Mr. Ropes. Yes, sir. 

The Carman. Without objection, your requests have been granted 
for the inclusion of the documents indicated by you. 

Are there any questions? 

If not, we thank you for your appearance and the information given 
to the committee. 

Mr. Ropes. Thank you, sir. 

Mr. Cuamman. The committee stands adjourned until 10 o’clock in 
the morning. 

(Whereupon, at 5: 17 p. m., the hearing was recessed, to reconvene at 
10 a. m., the following day.) 
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WEDNESDAY, JANUARY 26, 1955 


House oF REPRESENTATIVES, 
ComMMITTEE ON Ways AND MEaAns, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the main hearing 
room of the committee, House Office Building, Hon. Jere Cooper 
(chairman) presiding. 

The Cuairman. The committee will please be in order. 

The first witness appearing on the calendar today is Mr. Philip D. 
Reed, chairman of the board of General Electric Co. 

We are very glad to have you, Mr. Reed. If you will just follow 
the usual custom of giving your name and address and the capacity in 
which you appear, for the recor d, you may proceed in your own way. 


STATEMENT OF PHILIP D. REED, CHAIRMAN OF THE BOARD, 
GENERAL ELECTRIC CO. 


Mr. Reep. I am Philip D. Reed, chairman of the board of General 
Electric Co., New York. 

The Cuarrman. You are recognized, Mr. Reed, and you may present 
your statement without interruption. 

Mr. Reep. Thank you very much, sir. 

Your chairman was kind enough to permit me to appear today 
among the last of the witnesses testifying on behalf of H. R. 1. I 
requested the opportunity to so appear because I am what might prop- 
erly be called a proponent, with qualifications. In broad effect the 
General Electric Co. favors, as it has already publicly stated, the 
extension of the Trade Agreements Act. Furthermore, we were heart- 
ened by many of the points stressed by the President in his message 
to the Congress on January 10 outlining his foreign economic pro- 
gram for the United States—his recommendations for i improvements 
in customs administration and procedures, for the stimulation of pri- 

vate investment funds abroad, and for progress toward the objec- 
tive of restoring currency convertibility. We are mindful also of 
the President’s message to the Congress of March 30, 1954, in which 
he first outlined the broad aspects of his foreign economic policy. 

The issues involved in the President’s program are vital to the well- 
being of our economy. They are complex and difficult issues on which 
there are many strongly held points of view. Certainly, however, 
no one can quarrel with the sense of the underlying policy that calls 
for an overall foreign economic program framed in the light of one 
guiding principle—w hat is best in the national interest. 

here is one aspect of the overall problem of imports which we 
feel is not adequately covered according to what is best in the national 
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interest, either by H. R. 1 or by existing legislation. This is with 
respect to the protection of those domestic industries whose products 
are essential to our national defense and preparedness program. I 
should like first, if I may, to point briefly to the statutory aspect 
which is the foundation of our concern, and then to illustrate the 
manner in which this problem has, in our own industry, become one 
of major importance to our entire defense program. 

Last year there was added to the tariff law a provision to the effect 


that no duty shall be reduced on any article if the President finds 
that— 


such reduction would threaten domestic production needed for projected national- 
defense requirements. 
I understand that is known as the Symington amendment. 

There is, however, no provision specifying a means for the making 
of such a finding. We are of the opinion that that determination 
is among the most important ones to be made, and that it should be 
required as a condition precedent to any tariff adjustment. Accord- 
ingly, I would recommend, in order to assure that such a determina- 
tion be a part of every tariff reconsideration, that the sense of that 
language be added to both the peril-point provision, section 3, and 
the escape-clause provision, section 7, of the Trade Agreements Ex- 
tension Act of 1951. This change would have the effect of requiring 
that the Tariff Commission in its investigation, called for by the act 
before any change in rates may be made, must consider the probable 
impact of the proposed change upon our national security and defense 
program. 

I should now like to point out briefly why it is that we are very 
much disturbed about the impact of certain critical imports on our 
Nation’s preparedness for defense. As it arises in the electrical 
industry, the issue with which we are concerned relates primarily 
to the peacetime procurement by the Government of products critical 
to our wartime production and our preparedness for war. Thus far 
the problem has been one more of procurement than of tariff. But 
the two questions are closely interrelated and we are of the belief that 
it is the duty of Congress to guard against injury to our national 
security in this regard. Specifically, it is our contention that the 
governmental procurement program with respect to power producing 
and related equipment has not been soundly considered from the 
standpoint of the impact of purchases from abroad on our national 
security, and that the Government in ordering these products ‘in 
rapidly increasing proportions from foreign suppliers is jeopardizing 
that security. 

This industry, for our purposes, comprises those products directly 
pertinent to large-scale electric-power programs, the principal items 
of which are switchgear and control, water-wheel generators and 
synchronous condensers, power and distribution transformers, large 
motors and generators, and large steam turbines. 

The keystone of our position is that the domestic procurement of 
these products for installation at strategic locations in this country 
is a matter of great importance to our national security; that this, 
therefore, constitutes a recognized exception to the President’s for- 
eign economic program looking toward increased foreign procure- 
ment. For, as the President himself has said, the objective of the 
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“highest possible level of trade” is to be attained “in a manner that 
is consistent with our national security.” 

We recognize that it is the keystone of the administration policy 
to seek national security by strengthening our friends aoa, and 
surely no one can quarrel with a program designed to supplant aid 
with trade. It is, however, our conviction that this must be done 
in areas that do not impinge upon the security and soundness of our 
preparedness program. Where a procurement practice threatens that 
security and soundness, then, as the President has suggested, consid- 
erations of foreign economic policy must yield to the overriding 
importance of our defense program. 

It is our purpose to establish, therefore, two propositions: (1) that 
these products are inherently essential to our national defense—to 
our ability to prepare for or survive any national emergency, and (2) 
procurement from domestic suppliers is essential to the national de- 
fense, because (a) preparedness demands as to essential items that 
there be available an adequate supply of the best products, (6) pre- 
paredness demands that there be an economically sound industry, 
capable of supplying the required items, and (c) preparedness de- 
mands that considerations of security be observed as to the production 
of these essential items. 

As to the first of our propositions—that power-producing products 
are critical to our defense program, I would propose, if it is agreeable 
to you, to rest on the mere statement of the proposition, which is 
almost axiomatic, and which is amplified and documented in the 
memorandum entitled “Government Procurement of Power Produc- 
ing Products” which I have handed to your chairman and which I 
request. be placed in the record as part of my testimony. 

The CHarrman. Without objection, it is so ordered. 

(The document referred to follows:) 


GOVERNMENT PROCUREMENT OF POWER PRODUCING PRODUCTS 


N DUCTION—. ROGRA) Fr EFENSE OLICY 
INTRODUCTION—A PROGRAM OF D N PoLicy 


We want to emphasize at the outset that the problem here presented does not 
in any way cut across the President’s broad program for the foreign economic 
policy of the United States as expressed in his message of March 30, 1954, to the 
Congress. The issues encompassed in that program are vital to the well-being of 
our economy; they are complex and difficult issues on which there are many 
strongly held divergent points of view. Certainly, however, no one can quarrel 
with the sense of that policy that calls for an overall foreign economic program 
framed in the light of one guiding principle: “What is best in the national 
interest.” General Electric has also publicly expressed itself as being in 
agreement with the need, pursuant to that standard, for “the gradual and 
selective revision of our tariffs.” 

However, the matter with which we are here concerned is basically a problem 
of defense policy, not foreign economic policy. The issues which we raise 
relate solely to the strategy of peacetime procurement of products critical to 
our wartime production and to our preparedness for war. Specifically, it is 
our purpose to urge upon you the critical importance of sound governmental 
procurement policies with respect to the power-products industry. 

The keystone of this presentation is that the domestic procurement of products 
essential to the Government’s electric-power-producing installations is a matter 
of the utmost importance to our national security. Accordingly, this area 
is an exception from those portions of the President’s foreign economic program 
which call for a general relaxation of the barriers against foreign procurement. 
The objective which the President cites of securing the highest possible level 
of trade is, in his words, to be attained “in a manner that is consistent with 
our national security.” Similarly, with respect to the buy American legislation 
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the President expressly recommends that exemptions from the present legislation 
be permitted “except where considerations of national security require other- 
wise.” Certainly any policy which ignored this paramount interest of national 
security would be nothing short of foolhardy. We ave confident that this 
recent expression of the President’s views will act to reverse the position 
recently expressed by the Acting Secretary of the Army to the effect that in 
matters of Government procurement “even considerations relating to national 
defense and the national economy do not encompass the entire situation.” 

We recognize, of course, that it is a keystone of the administration’s policy 
to seek national security by strengthening our friends abroad, and surely no one 
can quarrel with a program designed to minimize the necessity for further 
foreign aid by enhancing opportunities for increased trade. It is, however, our 
conviction that the enhancement of our allies and of other nations may be 
equally well accomplished in areas which do not impinge upon the security and 
soundness of our preparedness program. Where a procurement policy threatens 
such security and such soundness, then, as the President suggests, considerations 
of foreign economic policy must yield to the overriding importance of our defense 
program. 

Accordingly, it is the purpose of this presentation to demonstrate that— 

I. The commodities with which we are here concerned are of a critical defense 
nature, inherently essential to our ability to prepare for and our ability to survive 
any war emergency ; 

II. The procurement of these products from domestic suppliers is essential to 
our national-defense effort because— 

A. Preparedness presupposes that as to items essential to defense there 
be an adequate supply of qualified products; 

B. Preparedness presupposes that there will be an economically sound 
and flourishing industry capable of supplying essential defense items; 

C. Preparedness presupposes that considerations of security will be ob- 
served as to items essential to defense. 


I. POWER PRODUCING PRODUCTS ARE CRITICAL TO DEFENSE 


The products as to which we are seeking a review and reconsideration of Gov- 
ernment procurement policy are those which are directly pertinent to large-scale 
electric power programs. Although undoubtedly the same considerations apply 
to products pertinent to these power programs made by other industries, our own 
experience and concern is with products of the electric manufacturing companies 
in general and of the General Electric Co., in particular. Prominent among these 
products are: Switchgear, waterwheel generators and synchronous condensers, 
power and distribution transformers, high-voltage instrument transformers, 
large motors and generators, and large steam turbines. 

These products have in common a number of highly critical characteristics : 
They are inherently related to the generation and transmission of electricity in 
our vast electric power programs; they are custom designed and custom made; 
and they are, almost without exception, enormous mechanisms involving in many 
instances millions of pounds of material and hundreds of thousands of man- 
hours. Construction of some of the larger units takes literally years to complete. 
Just one of the generators called for by the McNary Dam bids is equivalent to 
material used in 530 large automobiles or 7,000 large-size refrigerators. It 
requires over 3 million pounds of metal, and 550,000 hours of labor. 

It scarcely seems necessary to document the fact that these power-producing 
products are of a highly critical nature. Without our electric power supply we 
are helpless. Anyone familiar with the part which power plays in the produc- 
tive might of America (American labor using as it does some 8 kilowatt per 
man-hour’*) would recognize at a glance, for example, the critical essentiality 
of the machines which will convert the water power of the great new dams of 
the West into electric energy for the tremendous defense and industrial installa- 
tions being created on the promise of that power. The Government itself is 
well aware of the critical nature of installations which will produce new power. 
In 1952 the Government concluded that an expansion of the Nation’s atomic- 
production facilities was needed in the interests of national security. New 
gaseous diffusion production plants were authorized for Oak Ridge, Tenn.; 


1 Electric motors provide 85 percent of all the power used in American factories. The 
electric power used in industry gives every American worker the equivalent of 236 men 
to help him on his job. 
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Paducah, Ky., and Portsmouth, Ohio. In order to provide these plants with 
the needed power the Atomic Energy Commission negotiated for the construction 
of new electric powerplants, and wtih major expansions for existing plants. The 
Commission requested special legislation to authorize it to enter into long-term 
power contracts. The Joint Congressional Committee on Atomic Energy reported 
the legislation favorably, and in doing so laid great stress upon the critical 
importance of power: 

“Without this generating capacity, the gaseous-diffusion plants are useless, 
and any delay in getting power to the gaseous-diffusion plants will delay the 
production of atomic weapons materials.” (Joint Committee Report, H. Rept. 
676, June 26, 1953, and S. Rept. 477, June 29, 1953, 838d Cong., Ist sess.) 

Our defense plants and our industrial capacity are dependent on power for 
operation, and a substantial portion of this vital ingredient comes from the 
various electric power-producing facilities constructed by the several Govern- 
ment agencies. 

That these Government power developments are an integral part of the de 
fense effort is substantiated by the action of the Government itself in applying 
the Renegotiation Act of 1951. Virtually all of the Government purchases of 
power-producing equipment are made by four Government agencies: The Corps 
of Engineers, Department of Defense; the United States Bureau of Reclama- 
tion, Department of Interior; the Bonneville Power Administration, Department 
of Interior; and the Atomic Energy Commission. The orders placed by each 
one of these agencies are, by Executive order, classified as defense material and 
are subject to the Renegotiation Act. The declared policy of this statute points 
clearly to the purpose: 

“* * * the Congress has made available for the execution of the national 
defense program extensive funds * * * for the procurement of property, proc- 
esses, and services, and the construction of facilities necessary for the national 
defense; that sound execution of the national defense program requires the 
elimination of excessive profits from contracts made with the United States * * * 
in the course of said program * * *.” [Emphasis added.] 

The fact that this statute has been uniformly applied to procurement by these 
agencies with respect to this power-producing equipment speaks for itself. 


II, PROCUREMENT FROM DOMESTIC SUPPLIERS IS ESSENTIAL TO NATIONAL DEFENSE 


In the calendar year 1953, Federal Government purchases from abroad of the 
power-producing equipment here involved jumped from the 1952 figure of 
$2,647,969 to $15,428,041—an increase of 483 percent. This recent tremendous 
increase indicates an implicit conclusion or assumption by the procurement 
agencies that although this equipment may be critical in nature, our defense or 
preparedness program will in no way be prejudiced by such foreign purchases. 
It is the purpose of this presentation to demonstrate that this assumption is 
a false one—that it is an error which could, if not quickly corrected, lead to 
disastrous consequences for the entire defense program. 

There are three points which must be considered with respect to the procure- 
ment of any critical goods: 

A. Availability of qualified products; 
B. Soundness of the industry; and 
C. Matters of security. 


A. Preparedness presupposes that as to items essential to defense there be on 
hand, or readily available 


. An adequate supply of 

. The optimum equipment of proven reliability 

. With adequate repair and replacement facilities ; 
. Continued research and development, and 

5. A sufficient supply of skilled workers trained in the art. 

I. Adequate supply.—Although it is, of course, a simple matter for the pro- 
curement agencies to accept bids made by companies located in foreign countries, 
there is, in the light of the current world situation, no assurance that items 
which require many months, and even years, to complete will be completed and 
ready for installation at the scheduled time. World events may change with 
such suddenness that no European factory will be in a position to deliver any- 
thing to us at any given future date. Accordingly, to the extent we place our 
reliance for the future supply of critical items of defense in foreign hands, we 
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run a grave risk of unpreparedness in the event of a sudden catastrophe or war 
emergency. 

II. The best equipment of proven reliability—Foreign power-equipment manu- 
facturers have not had the experience of American companies in producing large 
power-producing equipment.’ Without such experience or without some means 
of demonstrating the ability to produce and install satisfactory equipment of 
this nature, the award of bids to any producer is a risk of the first magnitude. 

An illustrative situation is that involving the McNary Dam. In physical size 
the McNary generators are the largest electrical rotating machines ever built. 
The generator and hydroelectric turbine making up the generating unit are sup- 
posed by a thrust bearing upon which the rotating load is 4 million pounds. The 
best assurance that such large equipment can be built, installed, and operated 
on schedule can come only from past experience with similar equipment. The 
recent award by the Corps of Engineers of a bid for the building and installing of 
two such generators to the English Electric Co., Kingsway, London, England, was 
made despite the fact that the largest generator built by that concern so far is 
not more than one-third the size of the physical generators required at McNary. 
To the best of our knowledge the largest thrust bearing furnished by English 
Electric Co. supports a load of approximately 1 million pounds. 

The thrust bearing is one of the most critical parts of such a unit. From 
experience we know that data obtained from the operation of bearings with a 
1-million-potnd load (which General Electric built as long ago as 1922) cannot 
be extended to design and manufacture a thrust bearing for a 4-million-pound 
load. The latter involves totally new design and construction principles which 
defy extrapolation. It is true, of course, that a company cannot obtain experi- 
ence unless it has an opportunity to build a large machine. We suggest, however, 
that the place for such experimentation and education is not in the building and 
installing in strategic locations in this country of one of the largest and the most 
critical electrical installations of our time. There is, we submit, much to be said 
for a rule in connection with such projects which would permit bids only from 
manufacturers who could show successful installations of equipment of com- 
parable size and nature. 

The advisability of such a prerequisite is emphasized by the fact that foreign 
manufactured equipment does not have the same high standard of capability or 
reliability which American-made equipment has. United States electrical manu- 
facturers are recognized as building equipment which is capable of operating 
above capacity under emergency conditions—of performing better than is re- 
quired by the specifications based on established standards. This fact is testified 
to by Stone & Webster Engineering Corp. in its recent study of the United States 
electrical-manufacturing industry conducted on behalf of the National Industrial 
Conference Board: 

“That United States built equipment generally is capable of operating above 
eapacity was a significant factor in the outstanding performance of American 
industry in World War II. During the war when power demands rose above 
the rated capacity of the electric utility industry, the utilities were able to oper- 
ate equipment well above rated capacity. This practice has continued since the 
war and the ability of United States built equipment to tolerate such overloads 
is recognized in statistics on capability of the Edison Electric Institute. 

“As pointed out, American standards for equipment are higher than corres- 
ponding standards in foreign countries. It is the generally accepted opinion of 
engineers in the United States that foreign-manufactured equipment does not 
have the capability or reliability of equipment furnished by United States man- 
ufacturers” (see p. 7 of the Stone & Webster report, which accompanies this 
memorandum. ) 

3. Adequate repair and replacement facilities —Any realistic appraisal of the 
relative desirability of foreign or American power-producing power equipment 
will recognize that the most critical query is which supplier will be better 
equipped to repair or replace the equipment he has installed in the event of its - 
failure or its destruction. And it is on precisely this issue that the case of the 
foreign supplier fails totally to meet even the minimum standards of safety as 
regards any product critical to our defense program. 


2 According to our best information, the largest size of steam turbine generators thus 
far built by any company in the following countries is as follows: Switzerland, 100,000 
kilowatts: France, 100,000 kilowatts ; Germany, 100,000 kilowatts ; England, 100,000 kilo- 
watts: Italy, 30,000 kilowatts; Sweden, 30,000 kilowatts ; Japan, 60,000 kilowatts. Gen- 
eral Electric, on the other hand, has built and put in operation several 217,000-kilowatt 
turbine-generator units. We are presently building a 260,000-kilowatt unit on order for 
delivery in the early summer of 1955. 

L 
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It should be observed at the outset that for all practical, purposes foreign sup- 
pliers have no facilities in this country suitable for the substantial repairing or 
rebuilding of any damaged equipment.’ It follows that in the event of war the 
foreign supplier would be altogether incapable of replacing this machinery 
which will at that moment be all the more critical to our survival. The task 
of its repair or replacement would thereupon fall to American industry. Here 
it should be noted that American industry does have a very excellent record 
as to the repairing or replacing of equipment which has failed or been destroyed. 
However, experience demonstrates beyond any question that this ability to repair 
or replace is infinitely greater in those cases where the machinery involved is 
that which is of the American manufacturer’s own design, where he has access 
to and familiarity with the original detail drawings pertinent to the building 
or the installation of the equipment. Furthermore, only the original manufac- 
turer will have patterns and dies available. It would be almost prohibitively 
expensive and time-consuming to make special dies and patterns for the few 
parts required for a specific repair job. 

It must be borne in mind that each unit with which we are here concerned is 
custom designed and custom built. This fact counts heavily in the enormous 
costs involved; even more important, it means that the servicing, the mainte- 
nance, the repair, and replacement of equipment built by someone else are much 
more difficult than are the identical tasks with respect to one’s own machinery. 

The record of the General Electric Co. in providing service to its customers 
under emergency conditions is one in which we take immense pride. In every 
major city in the United States the company maintains a service shop staffed 
with experienced engineering personnel. The number of engineers so engaged 
is 1,400. In the event of an emergency breakdown the user of the equipment 
is able to obtain the services of one of these engineers in a matter of hours. If 
the emergency is such that it requires material from the factory, the factory 
will be informed within 24 hours of what is required to effect a repair. Such 
emergencies are handled in the factory on an emergency breakdown basis and 
take precedence over normal production work. 

A recent example in the large generator field was a breakdown and fire in a 
large hydrogenerator, which was 23 years old, at the Spier Falls plant of the 
Niagara Mohawk Power Corp. Within hours of the failure the factory was 
informed that approximately 200 coils, one-third of those in the generator, 
would be required to repair the machine. The normal production cycle for 
supplying such coils is a minimum of 8 weks. By strenuous effort the factory 
was able to deliver the first coils for rewinding this generator in 7 days and to 
maintain shipments at a rate which corresponded with the speed at which field 
installation people could install the coils. Experienced personnel from the fac- 
tory assisted the user of this equipment in installation of the coils. The gen- 
erator was back in service in 4 weeks, a remarkable accomplishment for a very 
large machine. The customer was highly pleased with our performance. 

This service was possible only because the factory had on hand the drawings 
and engineering specifications for the coils required (even though the machine 


8 Only two foreign manufacturers have any facilities for service in the United States. 
One is a shop belonging to the Pacific Oerlikon Co., Tacoma, Wash. As of November 1953 
the satareation pertinent to this shop was as follows: The total square feet of the building 
is 38,400. The machine tools in the building consist of a group of small lathes, 1 36-inch 
boring mill, 1 small horizontal miller, a 5-foot swing drill press, a 6-inch shear, and a 100- 
ton hydraulic press. This facility is intended for doing repair work and assembly work 
on switchgear. None of the tools is large enough for work that might ordinarily be re- 
quired in repair or replacement of parts for large generators. The parent company of 

acific Oerlikon Co. is the Oerlikon Engineering Co., Zurich, Switzerland. This company 
obtained an order for 4 30,000—kilovolt-ampere generators for Palisades powerplant in 
Idaho from the U. S. Bureau of Reclamation. Except for parts that can be obtained in 
the ae, wate on a job-shop basis, this company will manufacture the generators in 
Switzerland. 

Brown-Boveri Corp., of New York City (which is sales agent for Brown-Boveri Co., Ltd., 
Baden, Switzerland), has a wholly owned subsidiary, the Stockwell Transformer Corp., 
of Ohio. As of March 1954, the property of Stockwell Corp. consisted of a 1-story building 
used for manufacturing and a 1-story garage building. Eighty percent of Stockwell’s busi- 
ness is the manufacture of power and distribution transformers. Twenty percent of its 
work is listed as the repairing and rewinding of transformers and electric motors. That the 
facilities of this company are not sufficient for the repair of large equipment is evidenced 
by the fact that Brown-Boveri has called upon outside firms to repair its turbines as they 
have failed. Since 1934 1 independent repair company has worked on over 10 Brown- 
Boveri turbines, the latest of these being 1 of the 20,000-kilowatt turbines purchased by 
the city of Cleveland which was placed in operation around the beginning of 1958 and 
which was out of service from December 15, 1953, to February 8, 1954. 
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was 23 years old), full knowledge of the requirements, and availability of experi- 
enced engineers.‘ 

On the other hand, during the war the General Electric Co.. among other 
United States manufacturers, was called on a number of times to supply parts 
and material, particularly in Mexico and South America, for generators that 
had been supplied by foreign manufacturers. Foreign manufacturers, of course, 
were unable to deliver such parts at this time. Our experience showed that lack 
of necessary drawings and information and differences in design and tooling 
slowed such repairs substantially.’ 

Aside from the embarrassment and difficulty involved when a large generating 
unit is out of service for any reason, the value of the energy normally obtained 
from that machine is to be considered. For example, a very conservative 
estimate of the value of energy from 1 of the McNary units is $100,000 per 
month. And there can, of course, be no dollar figure placed on the potential loss 
to our defense capacity through any such disability. 

Consideration has been given to the possibility of the necessity of replacing 
an entire machine because of bomb damage or some similar catastrophe. We 
have investigated this matter and find that working on an emergency basis 24 
hours per day, 7 days per week, with design information, drawings available, and 
know-how from previous experience, we could deliver a McNary generator in 6 
months. Onthe other hand, if we were replacing a generator supplied by a for- 
eign manufacturer, the extra time required to obtain necessary information and 
to design and prepare drawings might easily double the delivery time. 

An illustration of the delay which may be encountered when such equipment 
is ordered from foreign manufacturers is the case of the Rio Negro Development 
in Uruguay. Before World War II began the Rio Negro Hydro Electric Co. 
placed an order with the Siemens Co. of Germany for four 32,000-kilovolt-ampere 
hydro generators and turbines. When World War II started the civil work was 
practically completed and the powerhouse already built for these hydro genera- 
tors and turbines but the equipment, though nearly completed, could not be deliv- 
ered. The power from this project was to be transmitted to Montevideo and since 
there was a severe power shortage the delay was a serious problem for the Uru- 
guayan Government. They appealed to our State Department who arranged for 
the S. Morgan Smith Co. to build turbines and the General Electric Co. to build the 
generators. This was a difficult job for the American companies as the stationary 
parts for the turbines and the pit liners had been installed and foundations for 
the generators were completed. Model tests for the turbines were necessary to 
enable the S. Morgan Smith Co. to design machines for the stationary parts which 
had already been installed. The first generator was installed approximately 3 
years after the date for which it was originally scheduled, and the plant was 
not completed until 6 years after the date on which it would have been completed 
if ordered from American companies originally. These experiences were typical 





4 Another illustration of the service rendered by General Electric Co. in emergencies is 
the case of a bearing failure at the Soda Springs plant of the California-Oregon Power Co. 
The bearing in this machine failed as a result of airborne volcanic ash getting into the 
bearing. Incidentally, this is 1 of only 2 bearing failures in more than 8 years in large 
General Electric hydro generators in service. We were notified of the bearing failure on 
Tuesday, July 21, 1952. We had a bearing in the factory which was suitable for use in 
this machine. It was sent from Schenectady, N. Y., to Portland, Oreg., by air freight and 
delivered to the site by truck on Saturday, July 26. One of our experienced erectors 
arrived simultaneously with the arrival of the bearing, installed the bearing in the machine, 
started the generator July 29 and put the generator back on the line on July 30. 

5 Some indication of the delay encountered due to lack of engineering information and 
drawings may be drawn from the example of the Mexican Light & Power Co., who have in 
1 plant four 27,000-kilovolt-ampere hydro generators that were purchased from the 
Siemens Co. in Germany. The coils in one of these units failed in1943. It took from 
September of 1943 until January of 1944 to obtain necessary information and to desi 
coils for this machine. The coils in a second machine failed in 1944. At this time the 
utility, nm addition to buying a set of coils, gazeneret a complete stator for a generator. 
Two more sets of coils were supplied in 1947 so that all of the coils in the foreign 
machines originally supplied by Siemens of Germany have now been replaced by coils 
supplied by General Electric Co. One or more of the generators in this plant had been 
out of service for the better part of 4 years. There has been considerable loss of output, 
loss of revenue, and extra expense for replacing coils. 

The extra time required to obtain information and do the necessary design work before 
we could proceed with production of replacement parts for machines supplied by foreign 
manufacturers will, of course, depend on the complexity of the part. If the part is a very 
simple one, probably it could be reproduced in a local machine shop copying from the 


b 
part that falled or from a similar part on the machine. On the other Ls . if it is neces- 
sary to obtain information and do design work for a complex component, the extra time 
required may be 1 to 3 months. If a die or pattern were necessary another month should 
be added to obtain that. The time required to furnish repair parts for machines of for- 
eign manufacture will be 1 to 4 months more than the time uired to furnish such 
parts for which engineering specifications and drawings are available. 
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of those of other American manufacturers, and were duplicated on many occa- 
sions in World War Il. (See the Stone & Webster report, Experience witb 
Electrical Equipment Purchased From Foreign Manufacturers, pp. 11-13.) 

The critical nature of the problem of efficient repair and replacement may well 
be a major factor in the consistent acquisition by the Government of domestic 
propulsion equipment both for planes and ships. Undoubtedly the same differ- 
entials of price due to high labor content would apply,to almost all of these prod- 
ucts requiring a high degree of engineering. Yet it is a fact that the United 
States Navy and the Air Force never use foreign propulsion equipment. The 
ability to repair instantly and replace quickly at the service facilities, which are 
available at every major port and Air Force field in the country, is almost 
certainly a significant factor in this policy. 

4. Research and development.—The efficacy of electrical research is amply 
demonstrated by the tremendous progress of the electrical industry within this 
country. The Stone & Webster report (p. 5) shows that 19.8 percent of the 
scientists and engineers engaged in manufacturing industries in this country in 
1951 were in the electrical manufacturing industry. Of the funds spent for 
research and development by all manufacturing industries in 1951, 24.5 percent 
was spent in the electrical manufacturing industry. Research and development 
funds in 1951 amounted to 6 percent of the sales dollar in the electrical industry. 
The corresponding amount spent by all manufacturing industry was approxi- 
mately 2 percent.® 

The Stone & Webster report goes on to point out that “the engineers and 
scientists of the United States and electrical manufacturing industry are ready 
at any time to assist the users of electrical equipment. One of the most impor- 
tant services rendered by engineers of the electrical manufacturing industry is 
the assistance given in coordination and planning in this field. (See exhibit 1.) 

“* * * This research, development work, and the planning service so essential 
to the continuing expansion and increased availability of power in the United 
States is supported by the sale of electrical products. 

“Such service is not available in this country from others than the United 
States electrical manufacturing industry. Foreign manufacturers do not incur 
a proportionate share of the cost of this research, development, and planning 
service and are therefore in a favorable position in competitive bidding if price 
alone be considered” (Stone & Webster report, pp. 6-7). 

5. Skilled workers.—The cost of research and development is not the only item 
supported by the sale of electrical power equipment. That which would perhaps 
be even more difficult to replace is the supply of skilled workmen trained in some 
of the most exacting tasks in all industry. The earnings of the men working on 
some types of power producing equipment in General Electric run to an average 
hourly wage of $2.25—a figure considerably higher than the wage for the average 
industrial worker in the electrical industry as a whole or in American industry 
generally. This wage rate is indicative of the ability which is expected of these 
men. It should be observed that the type of skills with which we are here con- 
cerned are altogether different than those involved in industries which are highly 
mechanized, such as the assembly of automobiles or refrigerators, where there 
are many automatic or semiautomatic machines, the operation of which can be 
quickly mastered. Rather, the workmen here involved are men in the nature of 
master craftsmen whose peak efficiency can be achieved only after years of 
training and experience. Nor is there any likelihood in the foreseeable future of 
being able to replace these craftsmen with mechanized operations. The basic 
reason for this is that each piece of power-producing equipment is a special 
custom-built item. It is not the repetitive type of product adapted to quantity 
production. It is, of course, impossible to tool up for the mechanized production 
of a single item. Needless to say, it is axiomatic that in the absence of sufficient 
employment opportunities the special skills which these workers have developed 
will be lost as they turn to other less exacting jobs either in or altogether outside 
of the electrical industry. 


B. Preparedness presupposes that there will be an economically sound and 
flourishing industry capable of supplying essential defense items 

1. Government procurement from foreign and domestic producers.—We have 

had prepared a summary of Government purchases of power-producing equip- 

ment during the years 1952 and 1953 in those jobs where foreign competition 


* Industrial Research and Development—A Preliminary Report, issued by the Bureau of 
Labor Statistics and Research and Development Board, January 1953. 
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was encountered.’ Our findings show that looking at the purchases of the Corps 
of Engineers, the Bonneville Power Administration, and the Bureau of Reclama- 
tion for the year 1953, foreign manufacturers bid on a total of 40 awards totaling 
$20,200,000. Of that sum 51 percent or $10,280,000 was awarded to foreign man- 
ufacturers. The Bureau of Reclamation and the Corps of Engineers made 
awards totaling 75 percent and 55 percent respectively of all such purchases to 
foreign manufacturers. (See exhibit 2.) Of 5 orders placed by the Atomic 
Energy Commission in 1953, 3, constituting 61 percent of the dollar amount, were 
awarded to foreign manufacturers, in a total of $5,144,585. (See exhibit 3.) 
These 1953 figures, giving a total of $15,428,041 awarded to foreign companies, 
contrast with the corresponding 1952 purchases from abroad of only $2,647,696. 
(See exhibits 2, 3, and 4.) 

It will be abundantly evident that inroads of this magnitude on the purchases 
of the largest customer which American producers of power equipment have are 
potentially disastrous to the industry. Inasmuch as there is some limited pro- 
tection from the Buy American Act and the tariff of approximately 15 percent on 
this equipment, it is pertinent to inquire as to why it is that American industry 
should be finding itself underbid so substantially by foreign companies that it 
cannot, even with the assistance of these factors, compete on an equal basis in 
its own country. The answer is not hard to find. 

We have seen that the equipment with which we are here concerned is almost 
without exception custom designed and custom made. It is the exact opposite 
from the mass produced assembly-line type of equipment in which American 
industry has proven itself so well able to compete both at home and abroad 
against the products of less expensive labor. The building of one generator of 
the type installed at the McNary Dam involves in total man-hours, both direct 
and indirect, approximately half a million hours (see exhibit 5). When factored 
into the wages which are nearly 4 times as high in the United States as they 
are in the United Kingdom and over 4 times as great as they are in Switzerland, 
it is readily apparent that the American producer is at a tremendous disadvan- 
tage with respect to the production of this type of equipment (see exhibit 6). 
Our best estimate is that in the large custom-built equipment with which we 
are here concerned, the advantage of the foreign manufacturer due to low 
wages will be between 30 and 40 percent of the price to the user. It is significant 
in this regard that of the total manufacturing cost of our apparatus type equip- 
ment 42.7 percent is payment to General Electric employees. 

Another related factor which is favorable to the foreign manufacturer con- 
cerns the investment in facilities used in producing this equipment, which is 
necessarily substantial. Since the facilities of the foreign manufacturer are 
built, serviced, and maintained by labor with low wage rates, his investment for 
comparable facilities will be appreciably lower than is the investment of domestic 
manufacturers. 

The higher cost of the component materials is another factor favoring foreign 
manufacturers. Indications are that the costs of parts such as the forgings 
and the silicon steels from which they are made are substantially higher in 
this country than they are in Europe. This is particularly true of England 
where iron and steel costs are notoriously low. 

The inevitable effect of all these factors—the tremendous disparity in wage 
rates, investment, and in component materials—is to price the domestic manu- 
facturers out of many jobs. Indeed, an analysis of foreign bids shows that 
with respect to hydraulic turbine driven generators, power transformers, and 
medium and large turbines, there have been many instances where General Elec- 
triec’s manufacturing costs exceeded the total foreign bid of the equipment 
delivered in this country (exclusive of tariff). 

It should be noted in passing that the Walsh-Healey Public Contracts Act 
(41 U. S. Code, secs. 35-45) provides that a domestic contractor manufacturing 
equipment for the Government must conform with the requirements as to mini- 
mum wages, maximum hours and overtime, child labor, safe and sanitary work- 


7 Foreign manufacturers have directed their efforts toward entry into the domestic 
market for power-producing equipment in a very selective fashion. They have submitted 
bids only on the most attractive business, and it would accordingly be misleading to meas- 
ure the success of the foreign companies by the percentage of total Government purchases 
as distinct from purchases in those jobs on which foreigners have bid. However, our 
estimate is that of all the purchases of power-producing equipment by the Corps of Engi- 
neers, the Bonneville Power Administration, and the Bureau of Reclamation, the percent- 
ages of foreign-made products increased from 6 percent in 1952 to 39 percent in 1953. 
(See exhibits 7 and 8.) 
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ing conditions, and similar requirements to which foreign manufacturers are 
not subject. It follows that where large elements of labor are involved in pro- 
duction to the Government, by its own regulations, permits foreign concerns to 
compete on a basis which is foreclosed to domestic concerns. 


C. Preparedness presupposes that considerations of security will be observed 
as to items essential to defense 


It is an essential part of our governmental policy that it seek to protect the 
physical facilities which are of a critical defense nature, and also guard against 
the disloyalty of the workers in plants of a critical defense nature. The carry- 
ing out of this policy is one of the primary responsibilities of the Federal Bureau 
of Investigation; it is a matter to which both the Administration and Congress 
have given a considerable amount of attention in order to make sure that the 
safeguards available are of the highest. In a report to the Nation on April 
9, 1954, Attorney General Herbert Brownell, Jr., urged the passage of legislation 
designed to insure greater protection against the activities of subversives within 
this Nation, as those activities might be directed toward sabotage of our defense 
program : 

“However, there are loopholes in our laws which need to be plugged to com- 
plete the task of destroying this threat to our Nation’s safety * * *: 

“1. We need a new law to allow an employer to dismiss from defense plants 
during a national emergency any persons whose record shows he is likely to 
engage in sabotage or espionage. There is no authority to remove them from 
powerplants and other key spots where the dangers of sabotage are greatest * * * 

“2. We need a new law to eliminate Communist control of any industrial 
organization or labor union in vital sections of our national economy * * *.” 

Without casting any aspersion on the loyalty of businessmen or workers in any 
other country, it is sufficient to observe that our Government cannot impose 
similar safeguards as to either facilities or personnel producing critical ma- 
terials which have been ordered abroad.’ Without these safeguards it requires 
no great imagination to foresee the possibilities of harm which may come to 
this Nation through ordering from foreign concerns vital materials, whose 
delivery must be prompt and whose efficiency of performance must be of the 
highest : 

1. There is the possibility of delay and sabotage in the construction of the 
equipment itself. There is, as we have noted previously, no assurance that 


8 See report on European trip of Senator Styles Bridges and Senator Stuart Symington 
United States Senate, submitted to the members of the Senate Appropriations and Armed 
Services Committees, May 20, 1954: 


“INTRODUCTION 


“During consideration in the Senate last July of the Mutual Security Appropriation Act 
for the fiscal year 1954, there was considerable apprehension among some Members with 
respect to the offshore procurement program. * * * Many Members of the Senate were 
also concerned with * * * communism in certain free countries, the number of Commu- 
nists allegedly employed in some of the plants engaged in the manufacture of military 
items, and the huge overall military construction program now scheduled for Europe. 


“Labor unions in Western Europe 


“The subversive potentialities of Communist-dominated unions in Europe is a threat 
which cannot be overlooked. 


“France (p. 18) 


“There are three major unions in France. The oldest is known as the General Con- 
federation of Labor (CGT). * * * Because the Communist-dominated union (CGT) re- 
ceives more than one-half of the votes cast in any shop election in major defense industries, 
= —— porn threat is real and dangerous. No wishful reasoning can get away 

rom that fact. 


“Ttaly 


“There are four major unions in Italy. The oldest and strongest is the Communist- 
dominated Italian General Confederation of Labor (CGIL). * * * A majority of the shop 
stewards elected by the rank and file of the CGIL are members of this union. They are 
the aggressive, hard-core militants of the Communist Party in Italy. 

“To date there have been no known acts of sabotage on defense orders. It is doubtful 
that these militant Communists would stand idly by in the event Italy became involved in 
a war for the defense of the free world. The threat here is real. * * * Many defense 
items supported by United States grants are being manufactured in plants less than 20 
minutes’ flying time from Soviet-occupied territory. 


“Recommendations (p. 26) 


“Contracts for standard military items should be substituted for sensitive items in those 
areas where Communists dominate the labor unions. In the future, great care must be 
exercised in the awarding of offshore procurement contracts to protect the American 
economy.’ 


57600—55—-pt. 1——__58 
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vital power-producing equipment which is ordered for delivery in 1955 or 1956 
will, when that time comes, be ready for installation in this country. It may, 
in fact, never be completed in the plant where it is being made abroad. 

2. There is a further possibility of deliberately inherent defects—a weakened 
piece of metal; an inferior material inserted by a saboteur during the construc- 
tion of the equipment for the purpose of causing its subsequent failure following 
its installation in a critical area in this country. 

3. Finally, there is that advantage to an enemy which follows frem having 
available the critical data as to the precise details of strategic installations. 
With no possibility of safeguards as to security matters, we must assume that 
any information obtained by foreign companies or foreign workers with respect 
to critical defense items installed in this country is available in every foreign 
capital of the world. World War II experience disclosed that it was tremen- 
dously helpful to the United States Air Force to have the blueprints and plans 
obtained from United States manufacturers who had been responsible for instal- 
lation of hydroelectric equipment and machinery in Japan. This material was 
most valuable in connection with the strategic-bombing attacks by the Air Force 
on the Japanese mainland. 


CONCLUSION 


It is to us unthinkable that the Government should, with respect to highly 
critical equipment (which is, in the language of the Renegotiation Act, ‘“neces- 
sary for the national defense’), continue on a program of procurement from 
abroad where there is no assurance that the material can be supplied when 
needed; where neither the Government nor the foreign producer has any real 
knowledge of whether the producer is equipped to supply working products; and 
where the foreign supplier has no facilities for the repair or replacement of this 
unproven equipment should it fail or should it be damaged or destroyed. It is 
a matter of great concern to us that the Government should be content to pursue 
a procurement policy which completely ignores considerations of security on 
matters as strategic and vital as are these, while at the same time it purports 
to increase the effectiveness of its security program in connection with domestic 
procurement. 

We believe we have demonstrated beyond question that the commodities with 
which we are here concerned are of a critical defense nature and that they are 
essential to our survival in any war emergency. This being so, it must follow 
that the procurement of these products from manufacturers located in this 
country is essential to our national-defense effort for the reason that only in 
that way can there be (@) assurance of the ready availability of qualified prod- 
ucts, of adequate repair facilities, continued research and development, and a 
sufficient supply of skilled workers; (6) only in that way can there be an assur- 
ance of an economically sound and flourishing industry capable of supplying 
these items; and (c) only in that way can considerations of security be observed 
in the procurement of these items. 

In the light of these factors we urge upon you a most careful reconsideration 
of the administration’s program in this regard. We are confident that, once 
such a reevaluation has been made, procurement agencies will be advised that in 
matters as critical as these safeguards essential to the well-being of our Nation 
must take precedence over matters purely economic in their nature. 

GENERAL ELEcTRIC Co. 

JANUARY 24, 1955. 

ExHIsIT 1 


PROPOSITION ENGINEERING? 


An illustration of this type of service is the assistance given by the General 
Electric Co. to Government agencies in coordination and planning for expansion 
of facilities for generating, transmitting, and distributing power. Each of the 
larger General Electric sales offices throughout the country has one or more 
application engineers who have been trained to provide such technical assist- 
ance. These men are backed up by the design engineers and by a very select, 
highly trained, analytical group in Schenectady. Equipment provided by the 
company for the analytical group includes network analyzers for power-system 
analysis, a differential analyzer, and complicated, expensive computers of several 
types. 





+ See the discussion on research and development, p. 15. 
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Much of the work of the analytical group is of general interest to the industry 
and is made available to the industry in publications of the company and in 
papers presented to engineering societies. 

For work which is of interest primarily to a particular group, the services 
of these engineers and the analytical calculating machines are made available 
for nominal charges. 

Fundamental work done by this group has greatly contributed to the progress 
of the electrical industry in the United States. The group has predicted and 
defined the need for better, larger equipment, and has given much assistance 
in the actual development of the equipment. Many significant contributions 
have been made to better utilization of equipment and more economical design 
of power systems. This activity has reduced the cost of electrical energy, 
improved reliability of service, and so contributed to the extensive use of elec- 
trical energy in the United States. 

The cost of this engineering service and the equipment used in providing it 
is significant and must be borne by the sale of electrical products. 

Foreign manufacturers do not maintain such facilities, do not provide such 
service in the United States, and so do not incur the expense of praviding it. 

One of the best illustrations of the overall service provided by the company 
and others in the United States is the assistance given the Corps of Engineers 
in the planning for McNary Dam. 

The Corps of Engineers first reviewed development of McNary Dam with 
American manufacturers in 1938. The size, type, and arrangement of equip- 
ment was discussed. Then this work was suspended by the war. The McNary 
project was reopened in May 1943. It became evident that most economical 
development of this project required use of the largest generators and hydraulic 
turbines it was thought practical to build. The Corps of Engineers requested 
from General Electric and others information on the largest generator that coul:l 
be built for the high thrust load and high overspeed encountered with a hydraulic 
turbine of the adjustable-blade type. 

This preliminary investigation indicated that the load on the thrust bearing 
would be something more than 4 million pounds. The Corps of Engineers were 
very much concerned as to whether or not such a bearing could be built, since 
the thrust load was 33 percent larger than that of any bearing in existence. 
(Incidentally, this was the General Electric spring thrust bearing in the gen- 
erators at Bonneville on which the thrust load is 3 million pounds.) General 
Electric assured the Corps of Engineers that it was possible to build such a 
thrust bearing. The principal features, then, which fixed the size of the unit 
were the overspeed and the electrical characteristics. By 1944 the turbine and 
generator size were pretty well established. 

By 1945 General Electric gave the Corps of Engineers assistance in studying 
the arrangement of associated equipment in order to properly coordinate that 
with the generators that had been selected. This study continued in 1946 and 
1947 in an effort to determine the generator characteristics which, together with 
other components of the electrical system, would produce the most economical 
and satisfactory power supply. Many cost studies were made. Out of this work 
came the decision to use forced oil, water-cooled transformers, with two low- 
voltage windings per transformer, which required minimum space and would be 
the least expensive. 

Late in 1947 the Corps of Engineers, after all of this work and assistance on 
the part of the manufacturers, issued preliminary specifications and submitted 
these to the manufacturers of electrical equipment and the hydraulic turbines 
for review. 

In December 1947 General Electric made a complete machine design based on 
the preliminary specifications to determine dimensions, weights, foundation 
loads, and methods for handling parts to allow more detailed consideration of 
the design of the powerhouse by the Corps of Engineers. Considerable atten- 
tion was given the problem of coordination of the generator and turbine designs 
to provide features in the generators for ease of assembly and maintenance. AS 
a result of this work the specifications were again revised and finally issued 
late in April 1948. 

As will be apparent from the history above, General Electric worked actively 
with the Corps of Engineers in planning the McNary development for 5 years 
before the final specifications were issued. 

Selection and now successful operation of a generator unit which is larger 
than any previously built and in which the load on thrust bearing is 33 percent 
greater than any previously used is a significant engineering development of 
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which General Electric and the electrical industry in the United States can be 
proud. 

If the General Electric Co. and other manufacturers in the United States had 
not provided this service or the Corps of Engineers did not have confidence in 
the ability of the manufacturers in the United States to produce this equipment, 
probably the generators and the associated electrical equipment used at McNary 
would have been more nearly the size of equipment already built. The cost of 
the project would have been increased substantially, and development of this 
equipment might have been delayed for many years. 


EXHIBIT 2 
Summary—Government purchases of electric-utility apparatus involving foreign 
Atomic Energy Commission 
[Includes only jobs where foreign competition encountered] 
TABLE A 


Amount Percent 


Awarded domestic manufacturers.._........--...-.---------- 21 $9, 937, 140 
Awarded foreign manufacturers- avila Reale aie itera mI 10, 283, 456 


Total pusy. sii 40 | 20, 220, 596 
| | 


TABLE B 








Awarded domestic 
| manufacturers Awarded foreign manufacturers 


Customer 


| Number Number| Amount | Percent 


Corps of Engineers. - pp hich 359 6 | $5, 485, 583 | 4 | $6,595, 516 
Booneville Power Administration... __-__- 7 | 3,557,600 4 965, 265 


Bureau of Reclamation. --_.-_- ote. 8| 893,957 11 | 2,722,675 


Medill at pticadg ska if 21 | 9, 987, 140 | 19 | 10, 283, 456 | 
| \ | 


TABLE C 





Awarded domestic 


manufacturers Awarded foreign manufacturers 


Amount | Number| Amount | Percent 


Hydro generetors and Syn condensers. -- 
Power transformers. os 
Switchgear 

Instr. transformers. . -_- 


Total. 
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Exuisit 3 


Sumary—F oreign competition encountered in Government sales business with 
Atomic Energy Commission 


YEAR 1953 


| 
| | Awarded domestic Awarded foreign 
manufacturers manufacturers 


Total | — — 





Percent 
to total 


Percent | 


Amount to total 


Amount 


— —| _ a — oe ——E 


kL ee $7, 945, 250 | $2, 818, 650 35 $5, 126, 600 
‘Tramsurmers......-..<.-. 492,191 | 474, 206 96 17, 985 


is a el ai alld ; 8, 437,441 | 3, 292, 856 
Percent to total........-- 100 39 


YEAR 1952 


Switchgear. -.-------- cheraradnn 73, 300 $73, 300 100 | 0 
PU Eesaccacetancancased 15, 180 0 0 $15, 180 


ie ict 88, 480 73, 300 
Percent to total — 100 83 





Exuisit 4 


Government purchases of electric-utility apparatus involving foreign competi- 
tion, year 1952 


[Includes only jobs where foreign competition encountered] 


Awarded domestic 


manufacturers Awarded foreign manufacturers 


Customer 


| Number| Amount Number; Amount Percent 


Corps of Engineers-_- 3 | $1,646, 734 , 000 35 
Bonneville Power Administration. 5 | 4,236, 127 ‘ 518, 500 ll 
Bureau of Reclamation 10 1, 378, 954 § 1, 227, 289 47 


Total... 18 | 7,261,815 | 2,632, 789 | 27 


EXHIBIT 5 


Hovuks AND WAGES 


An estimate of the total man-hours, both direct and indirect, spent in production 
of one generator for McNary is as follows: 
Hours 
Factory 138, 000 
Engineering and drafting 17, 000 
Installation 50, 000 
All other sincmms ae 
Total GE. 230, 000 
Vendors 


Total United States labor ; ; 550, 000 
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In discussion of foreign competition in the domestic market, the labor for 
installation, 50,000 hours, should be deleted making the total United States 
labor affected 500,000 man-hours. 

A comparison of wages in foreign countries with those in the United States is 
given in the following table. 

The changes in total hourly wages in the United Kingdom and in Switzerland 
in the postwar period 1948 through 1952 are of particular interest since manu- 
facturers in these countries have been most successful in the domestic market. 
In this period, wages in the United Kingdom decreased 19 percent, wages in 
Switzerland did not change, and wages in the United States increased 28 percent, 
as indicated below. 


Hourly wages in equivalent United States dollars 


Percent 
increase or 
decrease 





United States 
Switzerland __- 
United Kingdom 


EXHIBIT 6 


Total hourly wages and wage supplements, electrical machinery and equipment 
industry 


[United States dollars] 


| 
1952 | 1951 i 1948 
United Kingdom --- 0.538 | 0. 527 0. 661 
France _.- ; 592 . 493 ‘ ‘ . 397 
Belgium __- = isl - 632 | - 601 é ‘ . 584 
Switzerland __- : - 456 . 435 | . 456 
Netherlands . 397 . 386 | . 475 
Italy __. | . 375 . 361 | ‘ . 343 
Japan... sil . 1876 . 185 : See Binsin ted ‘ 
Germany - . 422 . 396 - 338 | : eae . 343 
Sweden. | . 632 | . 661 . 703 . 325 
United States_. ; 1.913 | 1.770] | 1, 553 1. 495 . 737 

| | 


Source: From the report: The United States and Its Foreign Trade Position; the Electrical Manu- 
facturing Industry. National Industrial Conference Board, Novem ber 1953. 
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ExuHrsrt 7 


Summary—Government purchases, electric utility apparatus business, year 1953 
[Jobs $25,000 and over] 


Number of 


| 
awards Amount Percent 


I. Awarded domestic manufacturers _______-- 88 | $16, 064, 530 | 61 
Awarded foreign manufacturers ce 19 | 10, 283, 456 | 39 


Ww eect eee dgid aati See . | 107 26, 347, 986 100 








Awarded domestic Awarded foreign manufac- 
manufacturers | turers 








Customer eto SST ete 


| nu ‘ Num- | Percent 
Amount | “ber Amount of total 








II. Corps of Engineers___- east Ans $9 , 053, 558 4 | $6,595, 516 | 42 
Bonneville Power Administration - - _- | 20 | 5,421,669 4) 965, 265 15 
Bureau of Reclamation --_.__-_--_. ae 40 | 1. 589, 303 11 | 2,722,675 63 


FO isaenseccceener ; 88 | 16, 064, 530 | 19 "10, 283, 456. 39 


| Awarded domestic Awarded foreign manufac- 
| manufacturers | turers 
Type apparatus | a T LONG 
Num- | Percent 
ber of total 





Amount | 


III. Hydrogenerators and synchronized condensers_- \ 2 | $5, 269, 298 
Power transformers ._____- cateiniteeed a 3, 779, 549 9 | 4,019, 402 
—— _ dccentuas OGRE | 3 | 549, 441 | 


903, 255 5| 85,315 
PO tesins etal | 88. | 16,064,530 | 19 | 10, 283, 456 


1 Information nwt available. 











ExHIBIT 8 


Summary—Government purchases, electric utility apparatus business, year 
[Jobs $25,000 and over] 


Number of 


Jorce 
| awards Amount Percent 


I. Awarded domestic manufacturers._.._____________- Le 168 | $39, 990, 007 94 
Awarded foreign manufacturers. __.......__.._-- ps 2 2, 632, 789 6 


42, 622, 796 





Awarded domestic Awarded foreign manu- 
manufacturers facturers 


Percent 


II. Corps of Engineers _ - 
Bonneville Power Administration 
Bureau of Reclamation 


Det cinici- seriewdcrian 
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Tue UNITED STATES ELECTRICAL-MANUFACTURING INDUSTRY AND ITs RELATION TO 
THE Security, HEALTH, SAFETY, AND WELFARE OF THE COUNTRY 


SUMMARY 


The conclusions contained in this report of Stone & Webster Engineering Corp. 
as to the dependence of the security, health, safety, and welfare of the United 
States upon the use of domestic-built electrical products have been summarized 
by Stone & Webster as follows: 


THE ELECTRICAL INDUSTRY IN THE UNITED STATES AND ITS PLACE IN THE UNITED 
STATES ECONOMY 


The economy of this country, its great productivity and high standard of living, 
is dependent upon electric power and the proper equipment to use it. The extraor- 
dinary development of the United States economy has been made possible by the 
United States electric utility industry expanding its capacity and by the United 
States electrical manufacturing industry developing and producing the equip- 
ment for generating, transmitting, and distributing electric power and for using 
it effectively and economically. 

From 1946 through 1955 the electrical industry will have produced and put in 
service more electrical equipment than in the previous seventy-odd years of its 
history. The generating capacity scheduled to be in place by 1955 will be more 
than double the 1946 capacity. 

The continuous and uninterrupted supply of adequate electric power is essential 
to the industrial, agricultural, and domestic economy and health of this country. 
Without such power the expansion of industry, the growth of agriculture, and 
the improvement in the standard of living which have taken place would not have 
been possible. 


RESEARCH, DEVELOPMENT, AND SERVICES PERFORMED BY THE UNITED STATES 
ELECTRICAL-MANUFACTURING INDUSTRY 


The great progress made in the United States in the use of electricity is due 
to the recognition of the great potential of this form of energy by users and pro- 
ducers of electrical equipment and their continuous cooperative effort to develop 
the equipment necessary to realize this potential. 

There is intense competition among United States manufacturers to develop 
new and better equipment. This continuous development is accomplished with 
the funds of private companies, without Government subsidy. 

Standards for equipment are established which maintain that high degree of 
reliability and high quality of electrical service accepted as commonplace in this 
country. 

Progress in establishing international standards has been slow as United States 
representatives, at meetings held for this purpose, have refused to lower United 
States standards and European representatives, seemingly content with their 
lower standards, have declined to raise their standards to our level. 

The research, development, and planning service so essential to the continuing 
expansion and increased availability of power in the United States is supported 
by the sale of electrical products. Such service is not available in this country 
from others than the United States electrical-manufacturing industry. Foreign 
manufacturers do not incur a proportionate share of the cost of this research, 
development, and planning service and are therefore in a favorable position in 
competitive bidding if price alone be considered. 


Comparative aspects of United States and foreign-built equipment 


United States built equipment generaltis.capable of operating above capacity. 
This was a significant factor in the outstanding performance of United States 
industry during World War II. 

It is the generally accepted opinion of engineers in the United States that 
foreign-manufactured equipment does not have the capacity or reliability of 
equipment furnished by United States manufacturers. 


Maintenance service by the United States electrical-manufacturing industry 


The United States electrical-manufacturing industry undertakes the installa- 
tion, maintenance, and servicing of its products throughout the country. For 
this purpose it maintains an extensive field service organization of highly skilled 
specialists in all types of electric products, whose activities include, among other 
things, installation, preventative maintenance, and repair of equipment. 
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The ability, knowledge, and skill of these field forces have established the 
general reputation of United States built equipment for efficient operation to full 
capacity promptly following its installation without long “shakedown” periods 
during which realinement and readjustment of parts and components are made. 
Standards prevailing in this aspect of the work compare with those for the 
production itself. 

It is not uncommon for one United States manufacturer to maintain or repair 
products of another. This derives from the development of more or less common 
standards in this country and the familiarity which each manufacturer has with 
the products of his competitors. American maintenance and production methods 
are sufficiently standardized to permit this practice. 

A corresponding ability by United States manufacturers to maintain or repair 
foreign-built equipment does not exist for a number of reasons, including differ- 
ences in basic design and manufacturing practices. 

In the event of war or other disaster, the burden for maintenance and repair 
would, in all probability, rest solely upon the United States electrical-manufac- 
turing industry. The delays which could be expected if any material amount 
of foreign-built equipment were installed may be anticipated as a result of 
numerous unsatisfactory experiences with foreign-built equipment in Latin 
American countries in World War II. 

Installation of large electrical units involves intimate knowledge of the entire 
electrical system by the manufacturer. This is significant when it is recognized 
that these units are the heart of utility and industrial systems and of many 
highly classified military and governmental installations, and when the possi- 
bilities of sabotage and bombing with this intimate knowledge in the hands of 
foreign nationals are considered. 


The disaster service record of the United States electrical-manufacturing industry 


The United States electrical-manufacturing industry has assumed important 
responsibilities in emergencies, such as the disasters caused by flood, fire, and 
explosion. 

There have been many such disasters for which the electrical manufacturers 
have mobilized personnel, equipment, and materials from their many facilities 
and field organizations, often pursuant to previously developed disaster plans. 


It is evident that foreign manufacturers could not render an equivalent service. 

In such disasters as the eastern seaboard hurricane of 1988 or the Kansas City 
flood of 1951, not only was the economy of the stricken area seriously affected, 
but also the economy of many others depending on the area. The ability of the 
industry to assemble trained personnel from all over the country and to make its 
facilities available was invaluable in minimizing the effect of the disaster and 
restoring the economy and life of the area with relatively limited delay. The 
great distances between manufacturing plant and site location of equipment 
and the absence of large service forces available for concentration in a given 
area would, if foreign-built equipment were involved, have resulted in a sub- 
stantially longer disruption of local life and economy and substantially greater 
financial and economic losses than actually occurred. 


EXPERIENCE WITH ELECTRICAL EQUIPMENT PURCHASED FROM FOREIGN 
MANUFACTURERS 


Experience with equipment of foreign manufacturers, drawn from instances 
in which United States electrical manufacturers were asked to service, replace, 
or rebuild such equipment, clearly indicate the hazards of purchasing essential 
equipment from foreign manufacturers. There have been many instances docu- 
menting this conclusion in Latin American countries. 

The United States power supply could face serious emergencies arising from 
substantial delays and expense in overhauling and replacement of foreign-built 
equipment and in adapting United States designed equipment for use with for- 
eign equipment if it is dependent upon such foreign-built equipment. 


POSSIBLE EFFECTS OF INTRODUCTION OF FOREIGN-RUILT EQUIPMENT IN THE UNITED 
STATES 


The experience with equipment and service provided by foreign manufacturers, 
particularly at times of stress such as war, indicates that they cannot be 
depended upon to deliver essential equipment as needed nor to service that equip- 
ment after it is installed. For a number of reasons, including differences in 
basic design, manufacturing practices and specifications, it would be difficult 
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for electrical manufacturers in the United States to repair or service such 
equipment. 

If very much essential electrical equipment is purchased from foreign manu- 
facturers for installation in the United States some reduction in the rates of 
expansion and the rate of operation of American industry and of agricultural and 
civilian utilization of electric power can be expected. Reference is made to the 
following pages of the full report for details. 


Tue Unitep STatTeEs ELECTRICAL MANUFACTURING INDUSTRY AND ITS RELATION TO 
THE SeEcuRITy, HEALTH, SAFETY, AND WELFARE OF THE COUNTRY 


INTRODUCTION 


The National Electrical Manufacturers Association commissioned the National 
Industrial Conference Board to make a study of certain aspects of the foreign 
trade of the United States as it affects the electrical-manufacturing industry. 
A part of the study involved the dependence of the security, health, safety, and 
welfare of the United States upon the use of domestic-built electrical products. 
Because any factual study in this field necessarily involves experience and know!l- 
edge of the engineering and other factors involved in the industry, the National 
Industrial Conference Board requested Stone & Webster Engineering Corp. 
to prepare that phase of the study. * 

This report, covering that phase of the study, includes information accumu- 
lated in the following general categories: 

I. The electrical industry in the United States and its place in the United 
States economy. 

II. Research, development, and services performed by the United States 
electrical-manufacturing industry. 

III. Experience with electrical equipment purchased from foreign man- 
ufacturers. 

IV. Possible effects of introduction of foreign-built equipment in the United 
States. 


SOURCES OF INFORMATION 


Information for the preparation of this report has been derived from the 
following sources: 


United States Census 

Federal Power Commission 

United States Bureau of Labor 

Edison Electrie Institute 

National Industrial Conference Board 

Magazine articles relating to the electrical utility industry 

Manufacturers of electrical equipment 

Experience and background gained by Stone & Webster in its engineering, 
consulting, and construction work in the electrical field over the past 
64 years. 

There is a relatively small amount of foreign-built electrical equipment and 
related facilities in operation in the United States. Although large orders for 
electrical equipment have been placed in the past few years with foreign manu- 
facturers by United States publicly owned electric utilities and, to a much lesser 
degree, by industries, this equipment either has not yet been delivered or has 
been in service for such a brief period as to preclude the possibility of securing 
a significant performance record. Experience with foreign-made electrical 
products readily replaceable in their entirety by United States manufactured 
items serving the same.purpose has not been considered in this study. These 
products consist primarily of smaller, standard types of equipment and goods, 
as distinct from large custom-built equipment and goods, concerning which 
reports would in the normal course be widely stattered and not readily avail- 
able. The effect of accident to, or failure of, foreign-built equipment in the 
United States is necessarily based on the meager experience with it in the 
United States and the experience with such equipment in foreign countries to 
the extent that information as to that experience is available. 


RE 


1 The analysis and conclusions included herein were independently prepared by Stone & 
Webster Engineering Corp. The National Industrial Conference Board expresses no opinion 
or views on the subjects treated in this study. 
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THE ELECTRICAL INDUSTRY IN THE UNITED STATES AND ITS PLACE IN THE UNITED 
STATES ECONOMY 


General yrowth in use of electrical power 


One of the most significant developments in the American economy since World 
War II is the greatly increased use of electrical power for all purposes. Electric 
energy produced by all plants contributing to the public supply, in terms of 
kilowatt-hours, increased from 223 billion in 1946 to 399 billion in 1952. Electric 
energy generated by industrial plants, railways, railroads, and others for their 
own use increased from 46 billion kilowatt-hours in 1946 to 64 billion kilowatt- 
hours in 1952. The increase in total electrical energy used from 1946 to 1952 
is Seaeet 194 billion kilowatt-hours, which is 72 percent of the total used 
in 1946. 

To accomplish this, the electric utilities in the United States increased the 
capacity to produce electricity, in terms of kilowatts, from 50 million in 1946 
to 84 million in 1952. Industrial plants and others generating for their own 
use increased generating capacity in the same interval from 13 million kilowatts 
to 15 million kilowatts. 

In addition, generating capacity scheduled for installation in the years 1953 
through 1955 is approximately 36 million kilowatts, which will bring total gen- 
erating capacity to more than 135 million kilowatts in 1955, as contrasted with 
only 63 million kilowatts in 1946. This is more than double the 1946 capacity. 

Appreciation of the magnitude of this development should not be lost in the 
numbers. In the relatively short time of 9 years from 1946 through 1955, the 
electrical industry will have produced and put in service more electrical equip- 
ment than was produced and put in service in the previous seventy-odd years 
of its history. 

Significance to industry of increased availability of power 

Particularly significant is the increased use of electric power by industry. 
In 1951 all United States manufacturing industries used approximately 196 
billion kilowatt-hours, which is about 53 percent of the total energy available for 
use. Since 1946 electrification of industrial processes has proceeded rapidly. 
This trend is best illustrated by the average electrical energy used by each 
production worker in manufacturing industry. 


Average annual kilowatt-hours per production worker 
9, 525 
10, O77 
FRR accreted eho ad 


In the 5-year period 1941 to 1946, the increase in average electrical energy used 
by each worker was less than 6 percent; from 1946 to 1951 the increase was 
48 percent, or more than 8 times the rate for the previous 5-year period. 

The object of such mechanization is to increase productivity, and so to increase 
American productive capacity, with a relatively fixed labor force. This objective 
hasbeen achieved as shown by the increase in output of the manufacturing 
industries, disclosed by the Federal Reserve Board Index of Industrial Pro- 
duction for Manufacturers, which is the commonly accepted measure of physical 
production, from 177 in 1946 to 229 in 1951. The estimated annual average 
number of production workers in the manufacturing industries between 1946 
and 1951 increased by about 8.5 percent. An increase in production of 29.4 
percent has been accomplished with an increase of 11 percent in the number of 
production workers. A small part of the increase in production was due to an 
inerease in the average hours worked of approximately 1 percent between 1946 
and 1951. The increase in the number of man-hours worked is approximately 
12 percent. 

A check of average wages paid to production workers in manufacturing 
industries and the consumers price indices for the years 1946 and 1951 shows 
an inerease in real wages of about 11 percent; even with the increased tax 
burden there has been an increase in spendable income of approximately 7 
percent : a marked increase in the standard of living. 

A continuous, uninterrupted supply of electric power in the United States has 
been so nearly achieved that American industries expect it, depend on it, and 
have expanded and adjusted their operations to this expectation. This is par- 
ticularly true of the many automatic or continuous processes which are char- 
acteristic of American modern efficient operations. 
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A power failure may result in serious and expensive damage to equipment, 
substantial loss of materials, and even plant shutdowns for extended periods 
of time with loss of wages and production. The effect of such plant shutdowns 
may extend to other industries and communities dependent on material from 
those plants. 

The continuous and uninterrupted supply of adequate electric power is essential 
to the industries of this country. Without such power the expansion of industry 
which has taken place in the last 15 years would not have been possible. 


Significance to agriculture of increased availability of power 


The use of electric power in agriculture has increased rapidly in the past 
380 years. From nearly 200,000 farms served with electricity in 1923, electric 
service was extended to 1,400,000 farms in 1938. In 1950 approximately 80 
percent of the occupied farm dwellings were electrified. Electric power was 
used for household and general farm purposes, as well as for irrigation in many 
areas. 

As in industry, utilization of electric power in agriculture is increasing 
spectacularly. Eastern farms in the United States used an average of 2,639 
kilowatt-hours in 1951. Farms in the West, where electric power is used for 
pumping water for irrigation, used an average of 6,548 kilowatt-hours in 1951. 
The average residential use in 1951 throughout the country was 2,004 
kilowatt-hours. 

American farmers, today, use electric power for many operations extending 
from milking to irrigation and for many labor-saving household appliances. 

Agricultural production has become increasingly dependent on electricity as 
the farm labor force has declined. 

The expansion in agricultural production in this country over the past 20 
years, required to feed the increased population, is due, in considerable measure, 
to adequate, uninterrupted electric power. 


Significance of increased availability of power for use in the home 


Twenty-five percent of the total electric energy sold in 1952 was used in 
American homes. In 1952 about 97 percent of the Nation’s families were using 
electric service. The average number of kilowatt-hours used per residential 
customer in the United States increased from 1,329 kilowatt-hours in 1946 to 
2,169 kilowatt-hours in 1952. About 422 million electrical appliances are used 
in United States homes. Most families have at least seven different types. 
In 1952, 40,700,000 families were using, among others, the appliances listed below : 


Refrigerators____---~- _... 87, 750, 000 | Electric irons, steam______ 8, 300, 000 
Water heaters_______.-____ 5, 800, 000 | Electric ironers_._.___.._.____ 3,900, 000 
Ranges_______-----_-___-- 10, 200,000 | Vacuum cleaners___---____ 25, 100, 000 
Electric washers___--_-__-_ 32, 200, 000 48, 700, 000 
Electric irons___--_-_- ~~ _. 37, 800, 000 | Television sets______--____ 19, 800, 000 


Something over 5 million homes are heated by oil burners or gas furnaces, the 
operation of which depends on electric motors and controls. 

Practically all water used for public consumption and for fire protection is 
pumped by electrically driven equipment. 

The high standard of living enjoyed in this country is largely due to the use 
of electric power. The extent to which Americans depend on electric power is 
only fully realized when it is lost through disasters such as hurricanes, floods, 
and fires. The civilian life of communities affected is completely disrupted. 
Emergency sources of supply are made available to hospitals as soon as possible, 
with other essential community services being given priority before the benefits 
of heat, light, refrigeration, and other commonly accepted services which electric 
power provides in ordinary life are restored to houses. 

From the foregoing it is evident that the entire economy of this country, its 
great productivity and high standard of living, is dependent upon electric power 
and the proper equipment to utilize it in industry, on the farm and in the home. 
The extraordinary development of the American economy has been made possible 
by the United States electric utility industry expanding its capacity and by the 
United States electrical manufacturing industry developing and producing the 
equipment for generating the power requirements of the country, for transmit- 
ting and distributing that power and for using it effectively and economically. 
This development and expansion of the electric-utility industry and the electrical- 
manufacturing industry has been accomplished through the expenditure of many 
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billions of dollars in capital improvements and the steady advance in the elec- 
trical art augmented by research and development carried on by the companies. 
No other country in the world has even approached this achievement. 


RESEARCH, DEVELOPMENT AND SERVICES PERFORMED BY THE UNITED STATES ELECTRICAL 
MANUFACTURING INDUSTRY 


The great progress made in the United States in the use of electricity to 
lighten burdens and at the same time to increase the productive capacity of the 
Nation is not accidental. This progress is due to the recognition of the great 
potential of this form of energy by users and producers of electrical equipment 
and, what is important, their continuous cooperative effort to develop the equip- 
ment necessary for practical realization of this potential. 

That there is a group of highly trained scientists and engineers in the electrical 
manufacturing industry in the United States which is continuously contributing 
to the progress of the country is well known. However, the number engaged, the 
extent of their effort, the facilities provided, and the nature of the service ren- 
dered is not so well known and deserves attention. 

It is significant that 19.8 percent of the scientists and engineers engaged in all 
manufacturing industries in this country in 1951 were working in the electrical 
manufacturing industry. Of the funds expended for research and development 
by all the manufacturing industries in 1951, 24.5 percent was spent ia the elec- 
trical manufacturing industry. Part of this work is directly related to the 
defense effort. The personnel engaged in classified work for the Army, the 
Navy, or the Atomic Energy Commission must be cleared for this purpose. 

The funds expended for research and development in the electrical manufac- 
turing industry amount to 3.6 percent of the sales dollar The corresponding 
amount spent by all manufacturing industry is 0.71 percent. This means that the 
rate of expenditure for research and development in the electrical manufacturing 
industry is five times the rate for all industry. 

Those who are outside of the electrical manufacturing industry but who work 
continuously with it are well aware of the intense competition among manufac- 
turing companies to develop new or better equipment to gain competitive 
advantage over the rest of the industry in the widely varying types of equipment 
from the most complicated custom-built heavy equipment to the mass-produced 
consumer items. This continuous development is accomplished with the funds of 
private companies, without Government subsidy. In spite of this intense com- 
petition, information on these developments is exchanged and widely publicized 
in publications of the professional societies which are actively supported by all 
members of the electrical industry. Practically every engineer and scientist in 
the industry is a member of one or more of the professional societies. They 
have contributed to the establishment of standards for equipment, in cooperation 
with its users, which maintain that high degree of reliability and high quality 
of electrical service accepted as commonplace in this country. 

Since World War II, many engineers of the United States electrical manufac- 
turing industry and electric utility industry have participated in international 
meetings with engineers from other countries, principally the European countries, 
in an effort to establish international standards for electrical equipment. 

However, progress has been slow. American representatives in these meetings 
have refused to lower United States standards. On the other hand, European 
representatives, seemingly content with the lower standards in their own coun- 
tries, have declined to improve them to the American level. 

Examples of the developments which are peculiar to this country are found in 
the extent of the improvement in the efficiency of steam-generating stations, the 
increase in the capacities of power equipment, the development and manufacture 
of high-speed production equipment in many fields of industry from heavy steel 
rolling to the most sensitive production controls and the spectacular increase 
in the use of electrical appliances in the home. 

The engineers and scientists of the United States electrical manufacturing 
industry are ready at any time to assist the users of electrical equipment. One 
of the most important services rendered by engineers of the electrical manufac- 
turing industry is the assistance given in coordination and planning in this field. 

An illustration of such service may be found in the planning of a large hydro- 
electric development wherein the consulting engineers charged with the respon- 
sibility for planning, called upon the engineers of many companies in the elec- 
trical manufacturing industry to assist them in the selection of the type, size, 
speed and other characteristics of the equipment for the generation, transmission, 
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and distribution of the power. The engineers of the electrical manufacturing 
industry made many preliminary designs of equipment, studied many arrange- 
ments for it and made many cost studies to the end that the project could be built 
with greatest economy. This planning, from its initiation to the issuing of final 
specifications, required 5 years. This assistance was given without specific 
compensation to the members of the industry participating in it. 

The result of all of this effort, the final specifications, represented the com- 
bined experience of all of the engineers and manufacturers in the United States 
interested in this development. The service given by the engineers of the elec- 
trical manufacturing industry is a service which this industry provides normally. 
All of those engaged in the electrical industry know that this service is avail- 
able. For example, an engineer of an electric utility needing information or 
advice, calls the local representatives of the electrical manufacturing industry 
and acquaints them with his need. Information requested may range from a 
question concerning the operation of a particular machine to long-range basic 
planning of a transmission line of new design requiring considerable research. 
If the information cannot be supplied locally, the manufacturer’s representative 
relays the request to his headquarters where comprehensive information is 
available. The rapid interchange of information so obtained is partly respon- 
sible for the rate of development of the industry. 

This research, development work, and the planning service so essential to the 
continuing expansion and increased availability of power in the United States, 
is supported by the sale of electrical products. 

Such service is not available in this country from others than the United States 
electrical manufacturing industry. Foreign manufacturers do not incur a pro- 
portionate share of the cost of this research, development, and planning service 
and are therefore in a favorable position in competitive bidding if price alone be 
considered. 


Comparative aspects of United States and foreign-built equipment 


American industry recognizes that rugged reliable electrical equipment is essen- 
tial to continuous, economical output. High standards have been established for 
such equipment in the United States. 

The electrical manufacturing companies in the United States have responded 
by building equipment which is generally better than required by specifications 
based on established standards. In part this is recognition of the fact that speci- 
fications and standards necessarily set minimum acceptable performance and 
cannot satisfactorily define quality which assures long reliable service. In part 
it is due to the highly competitive nature of the electrical manufacturing indus- 
try and the manufacturers’ sénsitivity to maintenance of their reputations and 
positions in the industry. 

That United States-built equipment generally is capable of operating above 
capacity was a significant factor in the outstanding performance of American 
industry during World War II. During the war when power demands rose above 
the rated capacity of the electric utility industry, the utilities were able to oper- 
ate equipment well above rated capacity. This practice has continued since the 
war and the ability of United States-built equipment to tolerate such overloads 
is recognized in statistics on capability of the Edison Electric Institute. 

As pointed out, American standards for equipment are higher than correspond- 
ing standards in foreign countries. It is the generally accepted opinion of engi- 
neers in the United States that foreign-manufactured equipment does not have 
the capability or reliability of equipment furnished by United States manufac- 
turers. 


Maintenance service by the United States electrical manufacturing industry 


The United States electrical manufacturing industry undertakes the installa- 
tion, maintenance, and servicing of its products throughout the country. For 
this, it maintains a field staff consisting of over 3,000 engineers and over 5,000 
technicians and highly skilled workers located widely throughout the United 
States. These are additional to the research, development, and design engineer- 
ing staffs. The geographical coverage is such that within a few hours practically 
every important power generating station or manufacturing plant can be reached. 
Supporting this service are manufacturing plants in many cities across the coun- 
try, well-equipped repair shops located in every important center and warehouses 
for finished parts, complete products, and materials. The personnel which super- 
vise and perform this field work must have adequate training and an intimate 
knowledge of the products. They include specialists in all types of electrical 
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products, from the large custom-built heavy equipment to mass-produced con- 
sumer goods. 

The activities of these field engineers and technicians include the installation 
of the equipment, preventative maintenance to insure its continued effective oper- 
ation, and repair of accidental damage. They also train and instruct the per- 
sonnel of the user in the effective and efficient operation of the product. The 
larger equipment must be shipped from the factory in parts and assembled in 
the field and its highly complex nature requires expert knowledge and handling. 

The ability, knowledge, and skill of the field forces of American manufacturers 
has established the general reputation of United States-built equipment for effi- 
cient operation to capacity promptly following its installation and without long 
shakedown periods during which realinement and readjustment of parts and 
components are made. Standards prevailing in this aspect of the work of the 
United States electrical manufacturing industry compare with those for the 
production of the equipment itself. 

While the foregoing comments relate to heavy custom-built equipment, similar 
services are provided in other lines of electrical industrial, agricultural, and 
consumer products. No manufacturer of consumer goods will enjoy volume sales 
without good consumer reputation, which to a large degree is dependent upon 
the caliber of the service forces which are provided for the installation and 
servicing of his appliances throughout the country. 

It is not uncommon for the service forces of one American manufacturer to 
maintain or repair products of another. This derives from the development of 
more or less common standards in the United States and the familiarity which 
each manufacturer has with the products of his competitors. American main- 
tenance and production methods are sufficiently standardized to permit this 
practice in the industry. 

However, a corresponding ability by United States manufacturers to maintain 
or repair foreign-built equipment does not exist. This difficulty arises from dif- 
ferences in standards, fundamental differences in designs and materials, unavail- 
ability of drawings and specifications, the use of different units of measurement 
in foreign-built equipment, and the greater use of hand labor to fit specific parts 
into given equipment with the consequent lack of standardization of parts. 

The significance of maintenance and repair of electrical products of all types 
is clear. In the event of war or other disaster, the burden for maintenance and 
repair would, in all probability, rest solely upon the United States electrical 
manufacturing industry. Its ability to service United States-built equipment 
has been established on numerous occasions. The delays which could be ex- 
pected in the event any material amount of foreign-built equipment and prod- 
ucts were installed may be anticipated, from the experiences of various Latin- 
American countries during World War II. Extended delays in the restoration 
of electrical service and the rehabilitation of equipment and products utilizing 
electric power can be anticipated in the absence of qualified and adequate service 
departments. Foreign equipment manufacturers do not maintain service depart- 
ments comparable to those available from United States manufacturers. 

One other aspect of foreign-built equipment may be pointed out. The installa- 
tion of large electrical units necessarily involves intimate knowledge of the 
entire electrical system by the manufacturer of the equipment. The significance 
of this is apparent when it is recognized that the electrical units are the heart 
of utility and industrial systems and of many highly classified military and 
governmental installations, and when one considers the possibilities of sabotage 
and bombing with this intimate knowledge in the hands of foreign nationals. 
The disaster service record of the United States electrical manufacturing industry 

The electrical manufacturing industry of the United States has assumed impo - 
tant responsibilities in emergencies, such as the disasters caused by flood, fire, and 
explosion. Their engineers, technicians, highly skilled workmen, as well as their 
manufacturing plants, local repair shops, inventories of finished products and 
materials have been made available immediately for restoration to normal 
service of damaged electrical equipment and products. The pool of more than 
8,000 experienced engineers, servicemen, technicians, and highly skilled workers 
is drawn upon to send to a stricken area on short notice. It is impossible to 
estimate the material and equipment which could be made available, including 
facilities which could be improvised from local resources, by the ingenuity of these 
workers. It is evident that foreign manufacturers could not render an equiva- 
lent service irrespective of their natural desire to restore to service equipment 
of their own manufacture and this necessarily would be left largely to the 
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United States manufacturers, assisted by any advisory personnel, materials, and 
parts which could be flown into the area from abroad or from depots in the 
United States. It is also evident that personnel, materials, and parts of foreign 
manufacturers in the United States are limited in amount and variety as 
compared with those of the United States manufacturers. 

Some of the United States electrical manufacturing companies, out of their 
past experiences, have developed well-defined plans for disaster emergencies, 
with instructions for mobilization of their personnel and resources upon notifica- 
tion of the disaster. 

There have been many such disasters for which the electrical manufacturers 
have mobilized personnel, equipment, and materials from their many offices, 
service centers, warehouses, repair shops, and manufacturing establishments. 

Notable among the more recent disasters involving substantial quantities of 
electrical manufactured products may be named the following: 

The Connecticut River Valley flood of 1936 
The eastern seaboard hurricane of 1938 
The Texas City explosion in 1947 

The Kansas City flood in 1951 

In addition to the foregoing, there should be mentioned the extensive and 
important repair of electrical apparatus and products of many kinds of United 
States Navy and merchant marine ships during World War II. 


The eastern seaboard hurricane 


This hurricane struck the New York City metropolitan area in Septembe. 
of 1938. After 3 days of rain a tidal wave flooded powerplants in New York 
City, on Long Island, and in Connecticut. Engineers and other personnel of 
the United States electrical manufacturing industry converged on the area from 
all over the country. Flooded equipment was removed as fast as possible and 
sent to service shops for drying, rewinding, and repairs. New electrical equip- 
ment for replacement was sent from stocks in other locations and delivered by 
rail and truck in some instances under police escort. Large generating equip- 
ment was dried out and put in service. In a few days the crisis was past, due to 
the availability of personnel and facilities not far from the site of the disaster. 
Soon thereafter the electric service was normal insofar as the electrical con- 
sumer knew, although a longer time was required before the utility was satisfied 
that service was adequately protected. 


The Kansas City flood 


On Friday, July 13, 1951, a flood inundated the Kansas City industrial area in 
Missouri and Kansas at the confluence of the Missouri and Kaw Rivers. The 
large meatpacking industry, as well as oil refining and many smaller industries, 
were completely shut down. The ignition of oil floating on the floodwaters added 
to the disaster. While the electric production facilities of Kansas City, Mo., 
were above the flood those in cities in Kansas were submerged. Transformers 
and other distribution equipment, as well as motors and other electric utilization 
products, in industries and in homes were completely covered by the muddy 
flood. 

Citizens, farms, industries, and governments fought to forestall and then 
minimize damage to residences, farms, industries, and commercial establish- 
ments and later worked day and night to rebuild and replace damaged equip- 
ment and buildings. 

The electrical manufacturers invoked their previously prepared disaster plans 
without delay and dispatched to the scene within a day company officials and 
engineers to survey the damage, plan the restoration, arrange for building space 
for cleaning and repair of apparatus and notify their headquarters offices of 
the numbers of engineers, technicians, and skilled workers required, as well as 
special equipment tools, parts, and new pieces of equipment desired. 

The local shops of the manufacturers were inadequate for the work and about 
100,000 square feet of additional local space were procured and equipped with 
apparatus trucked for hundreds of miles from other service centers. Drying 
ovens were brought in and others were constructed from local materials and 
parts shipped to the improvised shops. Vacuum-drying tanks, steam cleaners, 
vapor degreasers, caustic and solvent tanks, shop trucks and hoists, paint spray 
booths and equipment, testing instruments, motor, and other equipment parts 
and materials for repairs arrived. Within a few days about 1,000 new motors 
and starters, lightning arresters, tank cars of transformer oil, drums of in- 
sulating varnish, and large quantities of renewal parts were flowing into the 
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city from various stock centers, as well as trucks for the transportation of 
flood-damaged equipment from customers’ premises to the improvised shops for 
repair and return to service. 

From various places in the United States, some as distant as 1,000 miles, 
came more than 150 engineers and service specialists for directing and perform- 
ing this work and for testing the restored apparatus to insure its suitability for 
use. In addition, about an equal number of local people were employed to assist 
in the work which was carried on around the clock. 

The highest priority was given to the water-pumping plant. Second was the 
work for the electric-utility systems. On Sunday, 2 days after the fiood, trucks 
waited on a viaduct to pick up equipment from the flooded water-pumping sta- 
tion. This was delayed for another day because of the oil explosion and fire. 

The generating and other equipment in the power stations in Kansas, which 
were covered with a hard cake of dried silt, difficult to remove, were restored 
to service. It is estimated that over 2,000 motors, 300 transformers, and 500 
pieces of switchgear were reconditioned for service. About 400 home refrigera- 
tors were repaired and reconditioned, as well as numerous other home appli- 
ances. About 95 percent of the motors and transformers did not require re- 
winding. Those that did were sent elsewhere for this work where it could be 
done more expeditiously than possible in the disaster area with its overworked 
personnel. 

In the process of reconditioning many new items of equipment were brought 
in to replace the damaged ones because they were available from stocks else- 
where. 

In the case of each of such disasters not only was the economy of the stricken 
area seriously affected, but also the economy of many others depending on the 
area. The ability of the electrical manufacturing industry to assemble and 
concentrate trained workers from all over the country at the point of disaster 
and to make manufacturing facilities available throughout the country was 
invaluable in minimizing the effect of the disaster and restoring the economy 
and life of the area with relatively limited delay. The great distances between 
manufacturing plant and site location of equipment and the absence of large 
service forces available for concentration in a given area would, insofar as 
foreign-built equipment is concerned, have resulted in a substantially longer 
disruption of local life and economy and substantially greater financial and 
economic losses than actually occurred. 


EXPERIENCE WITH ELECTRICAL EQUIPMENT PURCHASED FROM FOREIGN MANUFACTURERS 


Experience with equipment of foreign manufacture, drawn from instances in 
which American electrical manufacturers were asked to service, replace, or 
rebuild such equipment, clearly indicates the hazards of purchasing essential 
equipment from foreign manufacturers. Several cases of interest follow: 

One large public-utility company reports the great difficulty it experienced with 
a very large foreign-built turbine generator purchased a few years after the end 
of World War I. For a period of about 10 years attempts were made to correct 
defects in the turbines by the foreign manufacturer and a United States manu- 
facturer during which period the machine was out of service about 45 percent of 
the time due to failure in operation or to corrective work being done on it. 
Eventually, and before World War II started, the turbines were completely 
redesigned and rebuilt by a United States manufacturer and they have given 
very satisfactory service since. In 1943 one of the electric generators of this 
machine developed defects and was rewound by a United States manufacturer 
who 2 years later replaced it in its entirety. Since that time this turbine gen- 
erator has given satisfactory service. 

This public-utility company also reports much less serious trouble with a 
foreign-built frequency changer which was readily corrected with new parts 
designed and made by a United States manufacturer. It also reports satisfac- 
tory service of certain low-voltage switchgear, high-voltage cable and time 
switches of foreign manufacture not available in the United States at the time 
of purchase. However, this public utility has not purchased foreign-built equip- 
ment since. 

A publicly owned electric utility in the United States purchased two foreign- 
built turbine generators of substantial size. Except for the fact that the rotors 
had to be rebalanced after being placed in service, the units are giving satisfae- 
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tory service. Representatives of a United States manufacturer who inspected 
the machines report that in many respects they have design features no longer 
used in the United States. 

Experience with foreign-built equipment in Latin America 

During the period of World War II and the years following it, United States 
manufacturers were called upon in numerous instances to supply major ele- 
ments of equipment, major components, spare parts, and maintenance service for 
foreign-built equipment in various Latin American countries because of the 
inability of the foreign manufacturers to provide supplies and service. Both 
with respect to equipment which was completely installed and operating before 
the war and equipment which was on order and not delivered because of the 
war, common difficulties were encountered. Adequate drawings and specifica- 
tions were not available to the United States manufacturers. Designs were 
basically different from United States designs and required special tooling and 
other facilities for production. The cost of providing the equipment parts and 
maintenance service was high compared to that which would have prevailed 
with United States equipment. The equipment in question was not in service for 
periods from several months to as much as 6 years with resultant losses to the 
overall economy. 

Instances in which United States manufacturers were called upon to provide 
equipment parts and service include the following: 

(a) The installation of a European-built steam turbine generator in a 
Latin American city, installed and placed in operation shortly before the 
war in Europe commenced, in which the blading failed and the unit became 
inoperative in a comparatively short time. 

(b) Two hydroelectric generating units installed in the early 1930's for 
a Latin American municipality which had ordered two more units for which 
the civil engineering and construction work had been completed when the 
war broke out and the foreign-built equipment became unavailable. 

(c) The failure of a Latin-American country to receive delivery of a Euro- 
pean-built hydroelectric plant scheduled for completion in 1940 with the 
result that a completely new project had to be negotiated which was not 
completed in all phases until 1946. 

(d) The failure of a turbine spindle installed by a European manufac- 
turer in 1939 in a Latin-American industrial company, followed by inability 
to obtain a replacement from the manufacturer, because of wartime priori- 
ties, and long delays in obtaining from another European country a spindle 
which had to be shipped across Asia and the Pacific Ocean before installation. 

(e) The failure of a large motor of a European manufacturer in an 
important industrial plant in Latin-America, and subsequent substantial 
engineering work and delay in the United States before the motor could 
be rehabilitated, as a result of which the industrial company has pur- 
chased few, if any, electrical products since the war from sources other 
than the United States. 

(f) The recurrent failure of coils in 4 large hydroelectric generators 
in a utility plant in Latin-America, beginning in 1948, with the recurrent 
demand upon the American industry to supply substitutes, all involving the 
loss of 1 or more of the 4 generators from service for most of a 4-year 
period. 

(9g) The inability of a Latin-American country to receive delivery of 
turbines, generators, and other equipment for a large hydroelectric plant 
for which all of the civil engineering and construction work was completed, 
requiring completely new designs by American manufacturers of equipment 
which would fit the structures already completed at wide variances from 
normal United States practices. 

While these specific examples are cited, a number of others, fully documented, 
could be added to the list, all involving substantial delay and great expense 
in the overhaul and replacement of foreign-built equipment. In numerous cases, 
difficulty, expense, and delay were encountered in adapting United States 
designed equipment for use with European equipment. 

The likelihood that the United States power supply could face similar emer- 
gencies because of dependence upon foreign-built equipment is evident. The 
consequences to the economy in this country, particularly in the event of a 
war, need no elaboration. 
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POSSIBLE EFFECTS OF INTRODUCTION OF FOREIGN-BUILT EQUIPMENT IN THE UNITED 
STATES 


Any evaluation of the effect of the introduction of foreign-built equipment 
into a specific area in the United States should take into consideration the in- 
formation contained in the foregoing pages. The Pacific Northwest is an area 
of particular significance in this connection. 

The development of this area is of great importance to the United States. 
Much of the expansion of the electrolytic process industries for production 
of aluminum, phosphorus, and the recently significant titanium is planned for 
this area. It is the home of substantial aircraft production. During the war 
a substantial shipbuilding industry prevailed in the area. It is of great 
economic and strategic importance to the United States in many respects. 

The plants generating power in this area are relatively large hydroelectric 
developments with power generation concentrated at the natural sites for the 
necessary dams. Grand Coulee with well over 2 million kilowatts of generating 
‘apacity is the largest single powerplant in the world. Other large plants 
include Bonneville with 500,000 kilowatts of capacity, Hungry Horse with 300,000 
kilowatts, Ross 180,000 kilowatts, Cabinet Gorge 200,000 kilowatts, and Rock 
Island 245,000 kilowatts. The first unit at McNary Dam is in operation and 
by 1956 this plant will be generating over 1 million kilowatts. Chief Joseph, 
soon to go into operation, will generate over 1,100,000 kilowatts. 

The industries where this power is used are concentrated in areas many miles 
from the powerplants. High voltage transmission lines carry the power from 
the plants to the load. Generally the terrain forces concentration of the trans- 
mission lines into relatively narrow areas. Substations where the lines termi- 
nate, where the lines are switched, and where the power is transformed to 
lower voltage for distribution are large. 

Economical design demands that the units making up the power system— 
transformers, circuit breakers, and generators—be large in size. The equip- 
ment furnished by the electrical manufacturers in the United States has proven 
so reliable that it is becoming the practice to omit spare equipment especially 
transformers and circuit breakers. 

The eqyuipment necessary to maintain development of the power system has 
been delivered on time by the electrical manufacturers in the United States 
so that all projects insofar as the electrical equipment is involved are proceed- 
ing on schedule. Whenever it has been necessary, the manufacturers have 
provided the service to maintain the power system at full capacity. 

During the war generators at Grand Coulee of a rated capacity of 108,000 
kilowatts operated continuously at over 125,000 kilowatts; 2 generators in- 
tended for another plant, each rated 75,000 kilowatts, were installed at Grand 
Coulee and operated at over 90,000 kilowatts during the war. Even with such 
overloading the equipment was well maintained and serviced by the manufac- 
turers and there were no significant outages which impaired the productive 
capacity of the aluminum plants, the aircraft factories, the shipyards, and 
other strategic installations. Had the equipment been purchased abroad, a 
large part of this power generated would not have been available, and the 
equipment would not have been as well maintained and serviced with the 
result that prolonged outages might have occurred with consequent damuge 
to the war effort of the country. 

With the relatively large power transformers, circuit breakers, and generators 
employed in this power system, failure and subsequent outage of any unit 
is a serious matter as the whole area might be affected for a time. It might 
have to operate at reduced capacity while the equipment is being repaired or 
replaced. This would mean a reduction in essential electric service affecting 
industry and homes throughout the large area. 

The experience with equipment and service provided by foreign manufacturers 
of electrical equipment, particularly at times of stress such as war, indicates 
that they cannot be depended upon to deliver essential equipment as needed nor 
to service that equipment after it is installed. Because complete information, 
drawings, and specifications for equipment furnished by foreign manufacturers 
are not available, and because of differences in basic design and manufacturing 
practices, it would be difficult for electrical manufacturers in the United States 
to repair or service such equipment. 
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If very much essential electrical equipment is purchased from foreign manu- 
facturers for installation in the United States some reduction in the rate of 
expansion and the rate of operation of American industry and of agriculture 
and civilan utilization of electric power can be expected. 


STONE & WEBSTER ENGINEERING Corp. 


Mr. Rerp. Incidentally, I will state, too, that this memorandum has 
been handed by us to several of the members of the administration. 

I should like at this point merely to emphasize that these power 
products have in common a number of highly critical characteristics : 
they are inherently related to the generation and transmission of elec- 
tricity in our vast and indispensable power programs; they are custom 
designed and custom made by highly skilled, highly paid hand labor ; 
they are almost without exception enormous mechanisms involving 
in instances—millions of pounds of material and hundreds of thou- 
sands of man-hours. 

Noting only, therefore, the electric power and the products which 
produce it are ingredients without which we could not even participate 
in a war, we move to the proposition which is the core of our case— 
that is, that the domestic procurement of these products which are to 
be placed in strategic locations in this country is essential to our 
national defense. In 1952, Federal Government purchases from 
abroad of power-producing equipment totaled $2,650,000. In 1953, 
they totaled $15,400,000. These dollar figures are small indeed in 
the total import-export picture. Yet the strategic equipment involved 
is critical to national security. And to the companies and the company 
components whose sole reason for existence lies in the production of 
these products, these figures are significant indeed. For the $15,400,- 
000 spent abroad in 1953 was 6 times the 1952 amount—an increase of 
483 percent. That increase quite obviously shows an assumption by 
the procurement agencies that although this equipment is critical in 
nature, our preparedness program will in no way be prejudiced by such 
foreign purchases. It is our purpose to show that that assumption is 
an erroneous one. 

Preparedness demands that as to essential defense items there be 
on hand or readily available (1) an adequate supply of (2) the best 
equipment of proven reliability, (3) with adequate repair and replace- 
ment facilities. 

We contend that the governmental procurement program will fall 
short in every one of these particulars to the extent that it continues 
to rely on foreign producers for power products for strategic 
installations. 

(1) Asto supply, there can be no assurance that generators ordered 
now from abroad, and which require years to build, will be completed 
and ready for installation on time. The world situation may change 
with such rapidity that no European factory will be in a position to 
deliver anything to us at any given future date. Obviously, the cur- 
rent utilization of domestic productive capacity is a potent factor in 
our preparedness. Machines and tools set up to produce water-wheel 
generators, for example, can be used for no other purpose. They 
must either be utilized for their intended function or, if there are no 
orders available, then it is obvious that that capacity must and will 
be converted to products for which there is a current demand. Nor 
is this idle theorizing. The motor and generator division of General 
Electric was faced squarely with that hard fact last October when, 
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with the Dalles Dam generators up for bidding, our water-wheel 
yenerator plant stood at the virtual threshold of idleness with the 
ast of the McNary generators, ordered 214 years ago, virtually 
completed. 

(2) As to equipment of proven reliability, foreign manufacturers 
have not had remotely comparable experience with that of American 
concerns in producing Jarge equipment. Their maximum size of 
completed equipment runs one-seventh to two-fifths of our largest 
units. The ‘lataee sizes of hydraulic and turbine generators involve 
totally different principles of design and manufacture than do the 
smaller counterparts. Our experience has shown that data from the 
production of the small units simply cannot be extrapolated to guide 
in the design of large sizes. Also, of bearing on this point of getting 
the best equipment of proven reliability is the fact that United States 
manufacturers, unlike foreign companies, are recognized as building 
equipment capable of operating well above specified capacity under 
emergency conditions—a factor which proved to be of tremendous 
significance during the demands of World War IT. 

(3) It is on the matter of repair and replacement facilities that 
foreign suppliers fail altogether to meet even the minimum standards 
of safety. They have no facilities in this country suitable for the 
repair or rebuilding of any damaged major equipment. 

In a war a foreign concern could not replace a critical power- 
generating unit, which would at the moment be all the more critical 
to our survival. The ability of American companies to repair or 
replace this foreign equipment would be greatly handicapped, as 
World War II experience in Latin America demonstrated, by the fact 
that this equipment, as we have seen, is custom designed and built. 
We are proud of our record of servicing and replacing our equipment 
where we are at all times able to restore powerplants to working 
order on an emergency basis. But this type of service is contingent 
on the possession of the drawings, specifications, dies, parts, and the 
know-how, all of which went into the original installation. 

Were we because of a war called on to replace one of the gigantic 
McNary Dam generators which we have built, we could with our 
design information, dies, forms, tools, and know-how, deliver a new 
one in 6 months’ time. To replace one of foreign manufacture, on the 
basis of the extra time required to obtain the necessary information, 
if at all available, and to design and build new parts, might easily 
double that time. A conservative estimate of the value of the energy 
from just one of these McNary generators is $100,000 a month. 

The second need in any sound preparedness program is that there be 
an economically strong industry. We are, of course, dealing only with 
a trend—but with a trend which is both marked and alarming. In 
1952, 26.5 percent of the Government awards were foreign competition 
was involved were made to foreign producers; in 1953 that same por- 
tion went to 53.8 percent. It will be abundantly evident that inroads 
of this magnitude on the purchases of the largest customer we have 
are potentially disastrous to the industry. Inasmuch as there has 
been some limited protection from the Buy American Act and there 
is the protection afforded by the tariff of approximately 15 percent on 
this equipment, it is pertinent to inquire as to why it is that Ameri- 
can industry should find itself underbid so substantially that it cannot, 
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even with the assistance of these factors, compete on an equal basis in 
its own country. The answer is not hard to find. 

This custom-built equipment is the exact opposite of the mass pro- 
duced assembly line type of goods in which American industry is so 
well able to take care of itself, and to compete both at home and 
abroad, even against the products of cheap labor. When the fact that 
the production of a single generator involves one-half million man- 
hours is coupled with the fact that our wages are nearly four times as 
high as those in Great Britain, it is readly apparent that the American 
producer is at a tremendous disadvantage as to this type of equipment. 
Our best estimate is that in these products the advantage of the foreign 
manufacturer, due to low wages, will be between 30 percent and 40 
percent of the price to the user. 

The competitive disadvantage here involved, plus other factors such 
as higher investment costs and higher component material costs, is 
such as to price American manufacturers out of many jobs. An analy- 
sis of foreign bids shows that with respect to hydraulic generators, 
power transformers, and medium and large turbines, there have been 
many instances where General Electric manufacturing costs were 
higher than the total foreign bid on equipment delivered in this 
country, exclusive of tariff. 

Preparedness demands, finally, that security considerations be ob- 
served as to essential defense items. Both the Congress and the 
administration have made clear their policy of seeking to protect the 
physical facilities which are of a critical defense nature, and also to 
guard against the disloyalty of the workers in defense plants. 

It is sufficient to observe in this regard that our Government cannot 
impose any safeguards as to either facilities or personnel producing 
materials ordered from abroad. It requires no great imagination, 
in the absence of any such safeguards, to foresee the possibilities of 
harm which may come through foreign procurement of these products 
where prompt delivery and efficient performance are essential. In 
addition, there is the advantage which an enemy obtains from having 
available the precise details of strategic installations—information 
of the sort which was so helpful to the Navy and Air Force in plan- 
ning the bombing attacks on Japan’s hydroelectric installations dur- 
ing World War IT. 

It is for these reasons, gentlemen, that we urge upon you the critical 
importance of insisting that a determination as to the impact of 
foreign procurement upon our national security be an integral part of 
every tariff reevaluation. 

There is one additional factor which I should like to discuss with 
respect to the administration of the present tariff laws as it is of 
bearing on H. R.1. This bill contains the proposal that the President 
shall have authority to reduce tariffs by 50 percent of the rate pre- 
vailing on January 1, 1945, either unilaterally or in a negotiated agree- 
ment, on those products not being imported or being imported in 
negligible quantities. Section 5, which proposes to give this author- 
ity, makes it clear in subsection (b) that such reduction should be 
made only in conformity with the same kind of procedural safeguards 
as are contained in trade agreements legislation, such as public notice, 
public hearings, peril points, and other applicable procedures. A 
reference to section 3 of the Trade Agreements Extension Act of 1951 
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discloses that the peril point inquiry looks to serious injury or the 
threat of such injury “to the domestic industry producing like or 
directly competitive articles.” The same language appears in the 
escape clause provision, section 7, of the same act. 

However, that language has been construed by a majority of the 
Tariff Commission as denying relief under that act unless serious 
injury can be shown not simply with regard to the production of “like 
or directly competitive articles,” but to the entire domestic industry 
producing those articles, even though a large part of the production of 
that industry may relate to products of a different character than that 
to which the particular duty may apply. 

Thus, in several instances the Commission has refused relief where 
the facts showed that a multiple-product industry had continued to 
operate profitably despite drastic curtailment in production of the 
particular product with respect to which the question had arisen. If, 
for example, tariffs were to be reduced to such a point that the manu- 
facture of refrigerators in this country was seriously threatened, that 
fact. would, ac cording to the Commission’s interpretation, be no basis 
for relief under the Trade Agreements Act if the majority of the com- 
panies in the industry made not only refrigerators but also other com- 
modities on which they could make an overall profit despite the lack 
of a profit on refrigerators. This would be true even though some 
members of the industry made nothing but refrigerators and would 
be put out of business. 

In order to foreclose any such narrow and inequitable interpreta- 
tions of this language in the future, we would propose that both the 
peril-point procedure, section 3, and the escape-clause provision, 
section 7, of the Trade Agreement Extension Act of 1951 be amended 
to provide as follows: That the applicability of section 3 and section 
7 shall turn on whether any representative group of efficient, aggres- 
sive, and competitive domestic producers are losing or are threatened 
with the loss of a substantial portion of their articipation in the 
domestic market to foreign producers enjoying lower labor costs or 
discriminatory advantages. Tested against this standard, the effect 
of a tariff modification—either up or dow n—may be adjudged accord- 
ing to a realistic measurement of its impact on the corresponding 
dlomestic market. 

The Cuarrman. Does that complete your statement, Mr. Reed? 

Mr. Reep. It does. 

The CHarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? Mr. Mills, of Arkansas, will inquire. 

Mr. Minis. Mr. Reed, as I recall, this is not your first appearance 
before the committee on this subject of reciprocal trade agreements. 

Mr. Reep. That is right, sir. 

Mr. Mixus. You have always been a proponent of the legislation 
in the past, I — without qualification. 

Mr. Reep. I do not know as I would say that, but I have been and 
I am today a proponent, broadly, of this legislation. 

Mr. Mirus. I just did not recall your past qualification, as you say 
here in the opening paragraph of your statement, that you are for it, 
but with qualifications. 

Earlier this week we had a member of the Committee for Economic 
Development, the CED, Mr. Petersen, and he gave us a statement in 
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support of the legislation, H. R. 1, without any qualifications. He 
included a list of the members of his committee, and I noticed your 
name was one of those members. 

I asked him if the 38 members, with the exclusion of Mr. Curtice, 
of General Motors, had had an opportunity of going over his state- 
ment or knowing what he was to say, and he told us that they had had 
such an opportunity ; and that only two, Mr. Biggers and Mr. Kanzler, 
dissented free that statement. 

You are in accord with what Mr. Petersen said regarding the 
legislation, I presume, with these modifications included in your 
statement here ¢ 

Mr. Reep. I did not see Mr. Petersen’s statement before this com- 
mittee, but I am thoroughly familiar with the CED policy statement 
on the subject. I was a member of the drafting committee. I am 
thoroughly familiar with it. 

There are phases of it that I am not 100 percent in agreement with, 
but the points that I have made this morning, particularly this matter 
of dealing especially and selectively with this question of strategic 
procurement for the protection of our national defense, is covered not 
once but three times in that CED statement. So that I can go along 
100 percent with the CED statement, and it is consistent with what I 
have said this morning. 

Mr. Mitis. That is my point, that there is actually nothing incon- 
sistent in your statement and the position of CED with respect to the 
continuation of the reciprocal trade agreements program, or rather, 
the broadening of the area of trade in the free world. 

Mr. Reep. That is correct, sir. 

Mr. Mixts. I want to get to this point of procurement. What agen- 
cies of the Government procure these articles from abroad to which you 
referred in your statement ? 

Mr. Reep. The Department of Defense, the Engineer Corps, the 
Interior Department, the Department of Reclamation, and the AEC. 

Mr. Muzts. Is it your thought that the Defense Department, in 
procuring these materials abroad which you say are so important to 
our defense program, are unmindful of the dangers or the damages 
which may be done to our defense production facilities here in the 
United States? 

Mr. Reep. Yes. We think they have not been sufficiently mindful 
of it, and where these tremendous installations at highly strategic 
points are to be made with foreign-built equipment, we believe that 
is unwise and unsafe, from the standpoint of national security. We 
have so stated to them. 

Mr. Miuts. Is there anything we could do in connection with legisla- 
tion involving reciprocal trade agreements, about the procurement 
programs or the procurement policies of these departments of the 
Government ? 

Mr. Reep. There are, as I tried to point out here, two things that 
I think can be done. One is that the so-called Symington amendment, 
the amendment put in the law a year ago when the yt -year extension 
was adopted, which provides in ‘effect that there shall be no tariff 
reduction if the President finds that the result of that reduction shall 
be to interfere with—and I am not using the language of the act, but 
my recollection—defense production to meet the Nation’s defense re- 
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quirements. It stands there without mechanism for implementation, 
and it is just one sentence. It is our suggestion that that thought 
and that idea be incorporated in the peril-point provision of the law, 
so that the Tariff Commission, in advance of a reduction in tariff being 
effectuated by Presidential approval, shall make 2 findings instead of 1. 

Currently it is required to make a finding as to whether or not that 
reduction in tariff goes to a point which seriously endangers or seri- 
ously injures the affected industry. We say that in addition they 
should, in order to implement the Symington amendment I just men- 
tioned, add to this that they should also find whether or not that 
reduction in tariff will interfere with or prejudice defense production 
in this country which is essential to our national security. 

That is one of the suggestions I make, which has a bearing on this 
point. The other is the later one. 

Mr. Mitts. I followed your suggestions in the course of your state- 
ment, but my difficulty is this—of course, the Symington amendment, 
so-called, continues in the law, as you understand, if this act is con- 
tinued beyond June 12 of this year. It is still a part of the law. 
But my difficulty is this: If Government agencies are procuring these 
articles which are cause for alarm, as you point out, how would the 
gota ay of articles from abroad by the Government be affected 

y any language we might write in this bill with respect to peril 
points or escape clauses or anything else involving agreements ! 

Mr. Reep. | do not think it would. 

Mr. Miuras. That is my point. 

Mr. Rexp. We have made this representation, also, to the adminis- 
trative and executive side of the Government. This same argument has 
been presented. What we are really doing here is alerting this com- 
mittee to that situation. We are not currently asking for an increase 
in the tariff because the fact of the matter is that it is only Government 
procurement agencies which are taking advantage of a lower price, 
and we think missing out on much larger values. Private utility 
companies, who have every reason in the world to get all they can for 
their dollar, are continuing to buy domestically produced rotating 
equipment and other electrical generating equipment. 

But the Government is buying on price. We think it is unwise, 
both from the standpoint of the values that it gets or does not get, 
and also from the standpoint of national security. 

What I am saying to you here is that we are alerting you to a situa- 
tion which, if it continues, would make necessary taking some other 
steps in order to correct it. That would be—and the only step it 
could be—an application for an increase in tariff sufficient to take 
sare of this situation. 

Mr. Muas. I do not follow you, Mr. Reed. If the damage is oceur- 
ring as a result of Government action, and Government purchases 
are not subject to these agreements and these reductions in rates, and 
things of that sort, what good would be accomplished by amending 
the legislation, as you point out, in view of the fact that you say those 
people here in the United States, individuals and companies, who 
buy equipment, buy from you and other manufacturers here in the 
United States because they realize the importance of domestic pur- 
chases? 

Mr. Reep. I am speaking now of the instrumentalities, procurement 
instrumentalities which are, as we think, unwisely purchasing heavy 
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electrical apparatus for strategic locations in this country. They are 
not private utility companies. They are the Government of the 
United States. 

Mr. Mis. That is my point, Mr. Reed. If they are Government 
agencies which are causing the trouble, and those Government pur- 
chases are not subject to the duty rates—— 

Mr. Reep. They are, though. 

Mr. Mis. I had understood that they would not be subject to the 


uty. 

Mr. Reep. The duty is payable on products imported, even though 
they are purchased by the Government. 

Mr. Muius. Even though purchased by the Government? 

Mr. Reep. That is right. 

Mr. Mrius. I had an erroneous concept of that. I can see your 
point, then. You might, in order to protect yourself from something 
that the Government itself is doing to you, ask that Government to 
increase the rate of duty. 

Mr. Reep. Exactly. 

Mr. Mus. I can see that, if you have to pay the duty. If the Gov- 
ernment has to pay the duty, that is true. Of course, it goes out of one 
pocket and into another. 

Mr. Reep. We are not asking that. We are a proponent of this bill, 
as I have tried to make clear, but we are recording what we consider 
to be a critical situation. 

Mr. Mrs. You may have to ask one agency of Government to 
protect you from another agency of Government which is doing some- 
thing which private companies will not do. 

Mr. Reep. That is conceivable, sir. 

Mr. Mitts. That is quite a paradox, is it not? 

Mr. Reep. That is right. 

Mr. Mitts. Do you think you have exhausted all possible means in 
the Defense Department and Interior Department and the White 
House and other places, to accomplish a change in this procurement 
policy ? 

Mr. Reep. No, we do not, and I am not suggesting to you that there 
is not going to be a change. 

Mr. Mitts. I am satisfied that you and others will exercise all pos- 
sible efforts to get such a change. I think such a change should be 
made if it threatens our defense facilities and the capacity to create 
defense facilities here in the United States. 

Thank you. 

The Cuairman. Mr. Reed of New York will inquire. 

Mr. Reep of New York. I wanted to ask you, Mr. Reed, a question. 
I am very much interested in your presentation. From what coun- 
tries do you get your competition ? 

Mr. Reep. Currently, the principal foreign countries which are 
bidding on American heavy electrical apparatus business are Great 
Britain, Switzerland, Austria to a degree, and Germany, if not actu- 
ally, are right at the point of bidding on American jobs. 

Mr. Reep of New York. They are a potential, however? 

Mr. Reep. Yes, a tremendous potential; and there are others po- 
tentially, like Sweden and Japan. 

Mr. Reep of New York. I picked up this little clipping from the 
New York Times. It is dated January 23, from Bonn, Germany. It 





re rote teed 


ee oe 





TRADE AGREEMENTS EXTENSION 919 


is rather interesting. It says workers in the factories of Frankfort 
put in an average of 50 hours a week for pay, including overtime, of 
$22, according to a study just completed. This study throws consid- 
erable light on Germany’s strong competitive position in the world 
markets. Wages were studied in the metal, chemical, shoe, clothing, 
and construction industries. The average workweek in the metal in- 
dustries was found to be 5114 hours. The legal basic workweek in 
Germany is 48 hours. 

There is a marked difference between the wages paid men and 
women, the report shows. Among the skilled workers in the chemi- 
cal industry, which had a high wage scale, men averaged 56 cents 
an hour; the women averaged 31 cents. Women workers in the cloth- 
ing industry earned $11 for a 44-hour week, and men $19. 

I have charts here accompanying that, which show such a discrep- 
ancy between our wages and theirs that I can well understand why 
there is some alarm about the way Germany is building up her indus- 
tries. 

From which country do you get the most competition ? 

Mr. Reep. From Great Britain at the moment. 

Mr. Reep of New York. And they are apparently in pretty good 
shape right now, are they not? 

Mr. Reep. They have come back wonderfully. They are currently 
in excellent shape. 

Mr. Reep of New York. I want to ask this question: Have the wage 
differentials in postwar years between United States electrical equip- 
ment manufacturers and their foreign competitors broadened, com- 
pared to prewar years? 

Mr. Reep. The differential has broadened, sir. 

Mr. Reep of New York. Do domestic and export subsidies and aids 
by foreign nations exceed those enjoyed by their United States com- 
petitors? 

Mr. Reep. Well, it is a little hard to generalize about that, and I am 
not sure that I am thoroughly informed. We do know that the im- 

rtance of exports to most of those countries that we have mentioned 
is such that the government interests itself actively in assisting their 
domestic industries to get foreign business. That assistance comes in 
various ways. Frequently it is in connection with the extension of 
credit for the payment of the foreign sale. 

I am not able specifically to give you, for each of the countries, ex- 
actly what is done, but I am able to say that it is more than the Ameri- 
can Government does for American exporters. 

Mr. Reep of New York. They do not publish all of the schemes they 
have, do they ¢ 

Mr. Reep. I think that may well be true, sir. 

Mr. Reep of New York. This is probably true, is it not, Mr. Reed, 
that the so-called dollar gap and foreign balance of payment position 
has disappeared and conten replaced by a dollar surplus? 

Mr. Reep. Well, the dollar and gold supplies of the central govern- 
ments of the Western European countries have certainly been increas- 
ing in the last 18 months or 2 years. It was at a critically low level, 
and I think all of us are very glad to see the backing of their curren- 
cies increased through the accumulation of additional gold and dollar 
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I would not say that the dollar shortage has disappeared, by a con- 
siderable amount, but certainly the problem is decreasing. Whether 
it will disappear is something that I am not able to make a prognosti- 
cation about. I very much hope so, because the demand for and the 
wish for American products on the part of people around the world 
continues to exceed their capacity to fay American products. Of that 
I am very sure. 

Mr. Reep of New York. Well, I listened very intently, as I said, to 
your presentation. I was quite impressed when you referred to the 
difficulty of using the parts or getting the parts of equipment which 
is brought into the United States from foreign countries. You can 
replace, if there is damage or loss to the equipment here, you can 
restore that very quickly if it is an American product, is that not true? 

Mr. REE p. Yes, we can restore it with remarkable alacrity. 

Mr. Rrep of New York. You cannot do it with equipment supplied 
from abroad. 

Mr. Reep. That is true, and it takes twice as long, and sometimes 
more, 

Mr. Reep of New York. I have had some experience with the Buy 
American Act and all of that, and we lost some very big contracts 
here just because the 25 percent did not stop it. There is a broad 
sentence in the act, as I remember, providing that they make the deci- 
sion on the basis of the so-called welfare and national interest. ‘The 
employment of 600 men in a small town was involved in 1 contract 
which was lost to Switzerland. That is very disastrous when you 
turn that payroll over to another country. It simply means that 
American workers have to go on unemployment relief. 

I am very much with you, sir, so far as keeping these orders here 
in this country, especially to keep up our own employment. 

Thank you very much, sir. 

The Cuamman. Are there any further questions? Mr. Eberharter, 
of Pennsylvania, will inquire. 

Mr. Esernarrer. Mr. Reed, I take it the General Electric Co. is 
not so much concerned about competition from foreign sources, is it? 

Mr. Reep. You say you take it that we are not concerned ? 

Mr. Esernarrer. You are not so much concerned about the com- 
petition in electrical machinery and equipment and appliances from 
foreign sources. 

Mr. Rerp. As I have tried to point out in my statement, sir, we are 
concerned to the extent of feeling that if the United States Govern- 
ment persists in purchasing from foreign sources this heavy electrical 
apparatus that goes into strategic locations, particularly in hydraulic 
operations where the Government rather than rivate industry is 
predominant, it would seriously affect the production facilities in this 
country. We could not maintain and we could not continue to keep 
available production facilities which are substantially idle. 

Mr. Esernarrer. Up to now, the proportion of imports has not 
been very great compared to the sales. 

Mr. Rerp. No. We are talking about a comparatively small seg- 
ment of the entire electrical industry. We are talking about a seg- 
ment which is highly eritical from the standpoint of national defense. 
The dollars involved are not tremendous. But the lever age of those 
dollars in terms of the critical equipment involved, in relation to the 
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entire investment in a great power system or as related to the impor- 
tance in the event it was knocked out and could not be replaced, is very 
great, indeed. 

Mr. Esernarrer. Then that brings me to the conclusion that it is not 
within the jurisdiction of this committee to handle that particular 
subject. That would seem to be in the jurisdiction of the Committee 
on Armed Services and the Office of Defense Mobilization. I have 
some figures here on that. Do you want to answer that? 

Mr. Reep. No, but I wanted to say that I tried to say to Mr. Mills 
that we think it has a bearing here before this committee, in that the 
recommendations which I have made—particularly with reference to 
incorporating the so-called Symington amendment into the peril-point 
provision of the tariff law, and also in connection with the final rec- 
ommendation of a further change under the peril point and the 
escape-clause provision—are pertinent to the matters that are being 
considered by this committee. They do have an important bearing; 
although not exclusively on imports of a critical and strategic nature, 
they do have an important bearing on such imports. 

Mr. Exsernarrer. Mr. Reed, it is not for the purpose of getting 
these figures in the record, but I want to ask you a question relating 
to them. 

I have some figures here from the Department of Commerce Current 
Business Summary, which show in 1953 the total sales of the electrical 
machinery industry were $8,398 million; and the imports were $21 
million. 

In the year 1954, the total sales were $7,854 million, and the imports 
in 1954 amounted to $21 million. 

So that shows the imports. Those are the electrical machinery 
industry imports. They amount to twenty-five one-thousandths of 1 
percent. It is a very insignificant amount. Would you want to com- 
ment on that? 

Mr. Reep. I would be very glad to. I really think that those com- 
parisons are substantially meaningless, sir. We are comparing apples 
and oranges. When you speak of the electrical industry, you must of 
course define what you mean by that. The figures you are mentioning 
are not limited to the kind of material that I am talking about, but 
they go from electric lamps on the one hand, to television sets on the 
other, and from generators and turbines of the kind we are talking 
about, to an X-ray machine for a hospital. They include vacuum 
cleaners for the home clear out in some other direction to a farm 
implement which involves the use of electricity. 

What you are talking about are several hundred different businesses, 
which are incorporated under the broad classification of electrical. 

What we are talking about, or what I have been talking about and 
what are involved in these exports by and large, are not that tremen- 
dous broad scope that are included in the multi-billion-dollar figure 
which you use, but a very limited number of businesses within that 
tremendous segment. I really do not think it is fair or accurate or 
meaningful. It is not a question of being unfair. It is a question of 
whether it means something to express percentagewise the imports 
versus domestic production unless you break it right down into the 
comparable items. 

Mr. Everuarrer. Then you could say that the General Electric Co. 
considers those unrelated segments of the same industry as well as 
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the Department of Commerce. General Electric is in the business of 
producing all of those items. 

Mr. Reep. Certainly the great bulk of them. 

Mr. Exsernarrer. And the Department of Commerce has decided 
it is wise to put those figures together and give the United States 
citizens and other industries a picture of the whole situation. 

Mr. Reep. The Department breaks it down, you will find. The 
Department does not express it in those broad terms. The Department 
breaks it down in a great many different categories. 

Mr. Exsernarter. They do break it down, in addition to these over- 
all figures, but still I am sure you do not challenge the overall figures 
which I have just mentioned. 

Mr. Reep. Oh, no. I have no question about those. 

Mr. Esernarrer. I have some more figures here, Mr. Reed. The 
exports of the industry in 1953 were over $800 million; and the im- 
ports were about $35 million. That shows that the exports in the 
industry in which you are interested were more than 22 times as much 
as the imports. 

Where do you think these other countries get the money with which 
to buy that great amount of over $800 million of exports which we 
sold to them ? 

Mr. Reep. You are asking me a question, where does any country 
get the money to buy American exports. They get it either through 
the sale of goods to this country, which develops exchange with which 
they can buy the products of this country, or they get it through bor- 
rowings from this country, or they get it through investments that 
are made by this country abroad which produce dollars abroad, or 
they get it from tourist travel, American travel in which we spend 
dollars in hotels and recreation places abroad, or business trips abroad, 
or they get it from some kind of gover nmental aid or grants or loans. 

Mr. Erertrarrer. Do you not think the greatest factor, though, Mr. 
Reed, is the imports that we buy from those countries, in that what- 
ever we buy from those countries enables them to purchase a greater 
amount of our products? 

Mr. Rerp. That is certainly the greatest item, and should be the 
dominant item, there is no question about that at all, sir. 

Mr. Esernarrer. Now, Mr. Reed, there is a very interesting item 
which appeared in the Journal of Commerce yesterday, in which Mr. 
Cordner, the president of GE, made an announcement, and you are 
probably very familiar with it. You do not mind if I mention that 
in the record; do you? 

Mr. Reep. Please do. Tam not sure that I saw it myself. 

Mr. Eneriarrer. It is a big boost for GE, I will tell you that. 

Mr. Cordner estimated that in 1955, civilian business in General Electric should 
be 5 to 9 percent above 1954. Sales were off slightly in 1954 from 1953 because 
of slackening of defense production. Cordner said GE was able to offset this 
with an increase in civilian business. He also said that GE manufactures 200,000 
different products, and because of its size has obvious advantages in standing 
the strain and giving birth to new products. He said 1954 dividends add up to 
the highest yearly total the company has ever paid in 56 years of uninterrupted 
payments. 


That does not indicate GE has been hindered very much by imports; 
does it? 
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Mr. Reep. That statement you made is entirely accurate, and it 
was made before Christmas, as a matter of fact, by Mr. Cordner at 
our year-end press conference. 

I have not suggested at any time in this statement, Mr. Eberharter, 
that General Electric Co. is going to go broke as a result of any policy 
that the Government may follow in connection with heavy-apparatus 
procurement. I tried to base my statement on what seemed to us to 
be much more important matters, to wit, the national security of this 
country. 

General Electric is doing very well. In this particular area that 
we are talking about, heavy electrical equipment for strategic loca- 
tions, partic ularly the hydro installations, we are inadequately sup- 
plied with orders, and we have factory space which will have to be 
converted to other purposes in due time unless orders are forthcoming. 

If this is the right thing to do, we are prepared to make that con- 
version, but we are perstiaded that it is not the right thing to do, and 
we believe that it should be called to the attention of both the executive 
side of the Government and the legislative side. That is what we 
are undertaking to do. 

Mr. Evernarrer. I think GE has an affiliate overseas, is that not 
correct, or foreign affiliates ? 

Mr. Reep. Yes; we have wholly owned selling companies, and we 
have companies which in some cases manufacture in Mexico, Brazil, 
the Argentine, South Africa, and we have a little lamp company 
which is not wholly owned but which we are partners in in Turkey. 
We have other enterprises generally in South American and Latin 
American countries. We have no wholly owned manufacturing enter- 
prises or any such enterprise in which we have substantial control 
in Western Europe, except in Italy, where we have something less 
than a 50-percent interest in a manufacturing company. 

Mr. Exsernarrer. Then I can conclude from that statement that you 
are very much interested in sales abroad. 

Mr. Reep. Yes. We have an International General Electric Co., 
whose job it is to sell the products of our factories in the foreign field. 
They are doing that most assiduously. 

Mr. Exsernarrer. Just as an observation, Mr. Reed, maybe you 
should have appeared here as a witness as a proponent of this recip- 
rocal trade agreements program, because I am sure you do not dis- 
agree with the program. 

Mr. Reep. I am a proponent. 

Mr. Enernarter. You area proponent? Iam sorry. I understood 
that all our witnesses today were opponents. 

Mr. Reep. Yes; with qualifications, sir. 

Mr. Exsern ARTER. Then you do not disagree with Secretary Dulles 
or the President, or the Secretary of Commerce, or those gentlemen 
of the Cabinet who : appeared here? 

Mr. Reep. I was not here and I did not hear what they said. I 
am generally familiar with and in complete support of, except for 
the two exceptions mentioned in this statement of mine, the Presi- 
dent’s message on this subject. 

Mr. Esernarrer. Thank you very much. 

The Cuarrman. Are there any further questions? Mr. Jenkins, 
of Ohio, will inquire. 
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Mr. Jenkins. On your first page you say that, “I requested the 
7 to so appear because I am what might properly be called 

. ‘proponent, with qualifications.’ ” 

In your statement, which was a very well-prepared one, I do not 
find where you have many qualifications, except the qualifications 
that would apply to your own individual business. 

Mr. Reep. Well, this very first one. Our business is very broad, 
and matters talked about here apply to only a small segment of that 
business. But this first item has to do with what we think is needed 
in the way of providing a mechanism for the implementation of that 
provision in the law which is known as the Symington amendment, 
by incorporating that provision into the peril point. That is some- 
thing we think is far broader than our particular business or our 
particular interests. We think it is something which needs to be 
done. That is one of the qualifications that I have in mind. 

We are not opposed to the objectives, but we think this should be 
done in order to implement the real intent of the Congress. 

Mr. Jenkins. In your statement you proceed quite generally, and 
you seem to indicate, and it is only natural, that you build your story 
around your own experiences, and the only place where I can find 
that you really support H. R. 1 is when you advocate that your theory 
will produce more dollars in some other country. 

Now I would like to ask you—that is the same story that nearly 
everyone tells us—and I would like to ask you, what control would 
you have over the dollars that they get in the other countries? They 
can proceed immediately to buy from Russia; can they not? 

Mr. Reep. Well, dollars in the end can be spent only here, and 
that is purchasing power in this country. 

Mr. Jenkins. But it could be 

Mr. Reep. ‘They could move circuitously back here, but in the end 
they represent a call on American products. In the end they can 
be spent only here. ‘This is the ultimate resting place if they want to 
get their money’s worth for dollars. 

Mr. Jenkins. I think you will agree, though, that these other coun- 
tries spend the dollars where they please. There is very little control 
that we have over their dollars unless they are buying from us. 

Mr. Reep. That is perfectly true, dollars are in demand in a great 
many places in the world. 

Mr. Jenkins. Here is another question I wanted to ask you. I was 
a little disappointed, since you are a great company and you are 
known in the whole United States as a very successful man, and with 
a great business, that you do not say anything in your statement 
about this unemployment, and these businesses now down on their 
backs. In my State, for instance, and in my district, there are hun- 
dreds of people out of work. What you are talking about will not 
bring any help to them at all. 

I should like, and it is not for me to criticize anything you might 

say, but it seems to me a man with your experience should know a 
lot more about this unemployment problem i in this country than I do. 
I would have been glad to have your viewpoint on that from your 
wide experience. That is a real problem in this country. 

Mr. Rrep. I am not sufficiently familiar with the industries involved 
to make a statement in connection with your remarks. I recognize 
that there are unquestionably certain areas in this country where 
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unemployment is existent by reason of growth of imports. It is a 
problem, as stated in the Committee for Economic Dev elopment re- 
port. We studied that, and we talked about that problem for hours 
and hours and days after days, trying to come up with some kind of 
a solution to it, in terms of what Gover nment could do. That is, 
either to assist in the transition from a particular business activity 
to another, or to retrain and relocate labor, and there are all of those 
possibilities. 

That, of course, is a subject of enormous importance, and one that 
I expect you would not want me to hold forth on at this point. Tam 
not too expert at it, and certainly I am not going to take your time in 
discussing it here. 

I agree with you that it is important and it needs study. 

Also, I am equally sure that the answer to it is not to build a wall 
around our ¢ ountry simply to preserve jobs. We have had to gradu- 
ally adjust this magnificently mobile work force of ours in this coun- 
try, one of the great assets that we have. It is unlike France or 
Britain or many other countries, where labor is absolutely fixed and 
cannot be moved because there are no homes to which to go. Here 
we have a vital American spirit which is not completely rooted to the 
particular community, but historically has moved from coast to coast 
with great profit to the workmen themselves and with great vitality 
to our whole economy. 

I am certain that this thing can be adjusted, and I am certain that 
the quick and easy answer, to wit, complete protection of our industry 
through tariffs, is not the right answer. It is an easy one, but it is 
not the right one. 

Mr. Jenkins. We had a man testify before us yesterday, and the 
general trend of his statement was that he thought if it came down to 
the proposition that you and I are talking about now, that the Gov- 
ernment should move these people from one community to another. 

He forgets that family ties are there, and that this is America, and 
you do not move people around just as you please. 

Mr. Reep. I do not think the Government should move people. 
People should move because they want to move. 

The CHarrman. Are there any further questions? Mr. Simpson 
of Pennsylvania will inquire. 

Mr. Stmpson. Mr. Reed, in the great company you control, in the 
first part of your statement you refer to an admittedly very small 
portion of that business. But what you are saying is that here is a 
business in the United States so vital and so essential that it dare not 
be traded away by our negotiators. 

Mr. Reep. That certainly is true, sir. 

Mr. Simpson. Is that right? 

Mr. Reep. That is absolutely correct. 

Mr. Stmpson. Is the only reason you say that is because of the ele- 
ment of national defense that is involved ? 

Mr. Reep. That is the basic motivation for this statement that I 
have made today. 

Mr. Stmpson. Do you recognize that there are some businesses that 
it is perfectly proper and good for us, as a nation, to negotiate aw ay 
and close out here at home, on behalf of producers abroad? TI refer, 
for example, to those Mr. Jenkins refers to, pottery and so on. 

57600—55—pt. 1——60 
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Mr. Reep. Mr. Simpson, you will have, as you know, every degree. 
I am speaking now in terms of our national security. You can ar- 
range the industries of this country from those of extreme critical 
importance to national security, down to those at the other end of the 
scale which have comparatively little and perhaps no importance to 
national security. 

We are talking currently about an industry which I consider to be 
practically at the head of the list, and I am talking for that reason 
only. 

Mr. Stmpson. I am agreeing with you 100 percent on that one. But 
the element of national defense and national security Fon bring is the 
factor upon which you state that that industry should not be wiped 
out in this country. 

Now I ask you whether, with respect to some other industries, as 
for example the manufacture of refrigerators or pottery or bicycles, 
there is some area where the element of national aoe is not brought 
into the picture, in your judgment, and therefore do I conclude prop- 
erly it is all right to trade that industry off to some country where it 
can be made cheaper than it can be made here ? 

Mr. Reep. If by “trade off” you mean let the industry go completely 
by the board——— 

Mr. Srmpson. That is what I mean. 

Mr. Reep. Well, I am again trying to deal within the areas with 
which I am familiar in my own scope, in the electrical field. 

Mr. Smeson. In your statement further on, you talk about the 
escape clause and the measure of injury. You are so right in stating, 
in effect, that the test of an injury which they apply downtown is, for 


example, with your company, if you lost your shirt on manufacturing 
refrigerators and yet made big money in the vther parts of your 
business, they would not give you relief, even though thousands of 
men were put out of employment in your refrigerator department. 
You object to that; do you not? 

Mr. Reep. Let me answer your question = specifically. In the 


last page of my statement, I have suggested language to be inserted 
in the peril-point provision and in the escape-clause provision, which 
would deal with the very subject you are talking about, an industry 
which has no importance from the standpoint of national security, let 
us say. They would be affected by it and would be protected by it. 

Here is what we are saying: I think of this now as applying to the 
escape clause. Industry is asking for an increase in the tariff because 
it is being seriously hurt by imports. We are saying that we ought to 
change the interpretation of the escape clause so that it would in 
effect provide as follows: that the applicability of section 3 and sec- 
tion 7 shall turn on whether any representative group of efficient, 
aggressive, and competitive domestic producers—any of those such 
as pottery makers now—are losing or are threatened with the loss of 
a substantial portion of their participation in the domestic market to 
foreign producers enjoying lower labor costs or discriminatory ad- 
vantages. 

If the answer is “Yes,” then we think the Tariff Commission should 
recommend an increase in the tariff. 

Mr. Simpson. My point, if 1 am making a point at all, because you 
have made it yourself in this statement, is that you are basing your 
objection to the present administration and the past administration, 
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both, on the fact that national security is not considered sufficiently 
important in an admittedly high-cost industry, that it is not given con- 
sideration ; and in addition to that, you are w illing to add some further 
protection ’to the industries under the escape clause who come in and 
ask for relief. It is protection which they do not have today, as you 
set forth there. 

Mr. Reep. It isthere now. It is in the escape-clause language today. 
But as interpreted by the Tariff Commission, we think it is not being 
administered in the way the Congress intended it to be administered, 
and we think this language will come much closer to guiding and 
directing, if you will, the Tariff C a in its consideration of 
these questons as they come up. am talking about the existing 
language of the act dealing with both peril-point and escape-clause 
provisions. 

Mr. Simpson. I can see you do want to protect American business, 
then. 

Mr. Reep. I want to give it reasonable protection, certainly, sir. 
I am not a freetrader, if that is what you mean. 

Mr. Srmprson. I am just asking questions. You want to protect 
American business and you want the national-defense item and the 
escape-clause provision to remain in the act. 

Mr. Reep. I am perfectly confident that we can stimulate foreign 
trade to a more than adequate degree, and we can develop a growing 
and important foreign-trade element of our economy without seriously 
endangering any, or practically any, industry in this country that lam 
familiar with. We do not need to go very far in encouraging and 


making possible further imports, that i is, in order to accomplish all that 


we are seeking to accomplish. I do not think that it nee 
over the dead bodies of American industries. 

Mr. Srmpson. No. But we have a lot of very hungry Americans 
in this country of ours right now, who have no work Whatever on 
account of what many of us believe to be in part lack of protection. 
They are an important part in our national security. I want them 
protected. 

May I ask you this, sir: With respect to the Buy American Act and 
recent changes in the policies having to do with the administration of 
that act, I assume you do not approve of the lessening of the effect of 
the act as a protective matter. 

Mr. Reep. The new 6-percent rule, you mean ¢ 

Mr. Stmpson. Yes. 

Mr. Reep. I think it depends entirely on how the act is administered 
and how the Executive order is administered. We do not know, 
because there have been no purchases by the Federal Government in 
our area since that Executive order was promulgated. It is just 
impossible for me to answer that question. 

Mr. Simpson. Do you favor the continuance of the Buy American 
Act, or its repeal? 

Mr. Reep. I think the Buy American Act, moderated, probably has 
a place in our scheme of things, because I do not think that the tariff 
structure is at all adequate in a good many areas. It is my personal 
view that there are many rates in the tariff schedules that need to 
be reviewed and need to be restudied, and probably need to be reset. 
I think many of them are too high, and I think some of them, at least, 
are too low. 


s to be done 
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Just take, for example, in our own industry this case: We are 
talking about these highly critical heavy electrical apparatus items 
made with hand labor, where mass production techniques do not 
apply, and the tariff is 15 percent. Take electrical refrigerators, 
which are made with the best and most highly developed mass pro- 
duction techniques, and the tariff on that is 1334 percent. I say to 
you that a differential of 114 percent is just obviously wrong. 

You may say, well, the tariff is too high on electric refrigerators. 
Perhaps it is. I am sure it is too low on heavy electrical apparatus, 
but I make the point that I think to really get at the root of the 
trouble, a very broad study has to be made, not only the two that I 
have mentioned as to tariff rates, but pretty much across the board. 

Mr. Stmpson. I appreciate your statement. Thank you. 

The Cruamman. Mr. Kean, of New Jersey, will inquire. 

Mr. Kran. Mr. Reed, I note your suggestion for having the Tariff 
Commission study the effects of this, and your consideration of the 
Symington amendment. 

I do not believe that the Tariff Commission is in any way qualified, 
the way they are set up now, to look into all of the technical matters 
that would be called for under such a provision. I think what goes 
on now is the fact that the Tariff Commission makes recommendations 
based definitely on the peril point under the present law. When it 
goes to the White House, then the White House is able to talk to the 
people who really know what future ramifications of procurement are, 
and what they expect to do in the future, and what effect these things 
would have. That comes in then. I do not think that the Tariff 
Commission could do that, unless you want to enlarge the Tariff 
Commission and put Army people and procurement people on it. 
I do not think they could handle the matter. 

Mr. Reep. All the Tariff Commission would need would be perhaps 
some help from the Department of Defense. They could have a list 
of critical industries, and then it would be no more difficult for them 
than it is today in connection with their general assignment. 

Mr. Kran. They would have to know what the future plans of the 
Army were with reference to the type of things they were going to 
need and purchase. 

Mr. Reep. We do not find those shifting very quickly from one 
industrial activity to another, sir. You may be right. 

Mr. Kean. The Tariff Commission is complaining now about the 
amount of work they have to do, and I do not think they want to 
have this added burden given to them unless we give them a lot more 
in the way of appropriations. 

Mr. Reep. We found no mechanism for implementing this isolated 
provision in the law. 

Mr. Kran. That is a directive which goes to the people who are 
finally making the negotiations, and it is a directive by the Congress 
to the President to consider that matter. 

Mr. Reep. It is stated the other way around. It says no reduction 
shall be made if the President finds something. There is no sug- 
gestion that anyone should really look into it. 

Mr. Kean. On this question you mention, the purchase of material 
abroad, and the Buy American Act, and so forth, what percentage of 
your total equipment business, roughly, is United States procurement ? 

Mr. Reep. Would you ask me that again ? 
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Mr. Kean. The percentage of General Electric’s business. 

Mr. Reep. I do not have that figure, but it would be a small per- 
centage of the electrical equipment part of our business. 

Mr. Kean. You do not know what the percentage is, offhand? 

Mr. Reep. No, but about 75 percent of the productive capacity and 
generating capacity of this country is in private hands, and approxi- 
mately 25 percent, as I recall the figure, is government. 

Mr. Kean. You think about 25 percent is government of the whole 
industry ? 

Mr. Reep. I was dividing between the hydro and steam. I have 
forgotten what the percentage is which is in private hands and what 
percentage is in governmental hands, but is is not too far from that, 
from those percentages I gave. It is 80 to 20, or somewhere in there. 
That. is in terms of the kilowatt capacity. That would give you 
roughly an idea of the division, assuming we got approximately the 
same percentage of each. 

In the last several years, as I tried to point out in this statement, 
the Government’s procurement has been directed overseas to a rapidly 
growing degree. On the basis of the 1953 placement of orders, it 
would reduce by 50 percent the potential for the American manu- 
facturer. 

Mr. Kran. It makes the percentage look awfully big, but $2 million 
up to $15 million is only an infinitesrmal amount—— 

Mr. Reep. That is absolutely right. 

Mr. Kean. Compared with the business of the industry. 

Mr. Reep. Surely, and it is infinitesimal in its assistance to foreign 
trade, too. It is small both ways. I quite agree to that. 

Mr. Kean. So you are not concerned with the dollar amount, but 
only the effect which you believe it has on our defense. 

Mr. Reep. I am much more concerned with the latter poit. 

Mr. Kean. And you complain about the fact that repairs and the 
machinery is not quite as efficient or as good, and it is not able to be 
repaired as quickly because they do not have the parts in this country, 
and so forth. 

Is that not more a question of decision by the procurement officers 
and the specifications than any question of foreign trade? It seems 
to me that the procurement people and the people who make the speci- 
fications, in the first place, should see that the machines which are 
delivered are first class in every way; and, in the second place, that in 
the specifications they should provide that it was absolutely essential 
that parts could be provided. It seems to me that, rather than being 
a question of the Buy American Act, it is a question of the specifica- 
tions written by the procurement officers. 

Mr. Reep. I think you are right; it should be. But it is clear on 
the face of things that if some kind of trouble should come up, if war 
broke out, for example, a generator on order in Switzerland or Britain 
might never get here at all. By the same token, if it were here and 
had been installed, and if war broke out, the parts could not come. 

Mr. Kran. I think, from the defense-protection standpoint, what 
you say is probably true, and, therefore, in the specifications they 
really should provide that unless a piece of machinery has a plant 
in this country or somebody in this country which could provide these 
parts it would not be acceptable. That is a question for decision in 
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the specifications and not with respect to the 15 percent, or whatever 
the buy-American differential should be. 

I want to ask you one other thing, just a theoretical thing, with 
reference to the Buy American Act. 

If the United States decides to buy a $1-million piece of equipment 
in Switzerland instead of buying it from your firm, or from West- 
inghouse Co., of course, that will temporarily displace some American 
workers in your company. But as the dollar ultimately comes home 
to roost, will not that employ, ultimately, some other American, per- 
haps even in your company, on account of the fact that I notice your 
exports are so much greater than your imports—that money going 
abroad would come back and may employ the people making refrig- 
erators, rather than the people who are making heavy equipment? 

Mr. Reep. There is no question about that. 

Mr. Kean. That is all. 

The Cuatrrman. Any further questions? Mr. Mason, of Illinois, 
will inquire. 

Mr. Mason. I want to try to clear up what Mr. Kean was getting at. 

You recommend in your statement that on the peril point, the 
Tariff Commission should make two findings, one on the damage to 
our local industries, and the other on the danger to our national- 
defense situation. That was your recommendation, as I get it. 

Mr. Kean’s point was that the Tariff Commission cannot do that 
because they are not qualified to make any finding on the national 
defense. ‘That is entirely out of their territory, and so they have to 
limit themselves. 

Under the present law, they must limit themselves to the damage 
done to our American industry. How would you get around that? 
Who would you set up to find out on this peril point the damage 
done to our national defense setup, or the danger to our national 
defense ? 

Mr. Reep. I do not think there would be too much difficulty. The 
Tariff Commission could find out what industries are, in the regard 
of the Defense Department, essential to our national defense. 

Mr. Mason. They would have to have a liaison, then, with the 
Defense Department, would they not? 

Mr. Reep. Having that information, their job continues to be just 
what it is today; that is, finding out whether that industry is going 
to be damaged or their production is going to be interfered with by 
a proposed tariff reduction. The only thing they need in addition 
to what they have is information concerning what industries are 
in fact important and essential to our preparedness and defense 
requirement. 

Mr. Mason. They not only have to know what, but they have to 
make a finding based on a lot of technical facts that they have no 
knowledge of. 

Mr. Reep. They would have to make that finding anyway; that is 
part of their job. They have to make that finding with reference to 
each one of these industries if a reduction in tariff is proposed. So 
they have to go through it for each of their industries in any event. 

If the industry happens to be certified as one that is important to 
national defense, they put up another red flag, a second one. That 
is all I am suggesting. 
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The Cuarmman. Mr. Sadlak of Connecticut will inquire. 

Mr. Saptax. Following the observations of both Mr. Kean and 
Mr. Mason, and your replies, Mr. Reed, regarding the recommenda- 
tions which are forwarded to the White House for the President in 
order for him to make his finding, I feel that he should adhere very 
substantially, in his findings or in his determination of decision, on 
the findings of the Tariff Commission and not upon intervening 
information which he might get between the time it is submitted by 
the Tariff Commission and the time he makes his final decision. 

In your statement about the large dynamos and turbines which are 
being manufactured by competitors overseas, if you were to lose 
that business would you at the same time lose, also, the benefit of skills 
which would be necessary in the case of an emergency? I mean this, 
Mr. Reed: In the manufacture of these large turbines and dynamos 
specifically, where your difficulty comes in, do you have employees 
who have been with you a long time, and they have inoue great 
skills in this manufacture, and the loss of those contracts would mean 
that you would lose the employees and their skills?’ Do you believe 
we ought to have added to this bill some protection for employees of 
that nature? 

Mr. Reep. We think it is of great importance that we continue to 
have an adequate supply of skilled workmen. It takes years to train 
men to do those enormous jobs. They should be available to us for 
defense needs. 

As you say, if this is a continuing trend and more and more buying 
is done abroad, we will have less and less of that kind of skill available 
in this country. 

Mr. Sapiax. Thank you very much. 

The Cuatrman. Are there any further questions? Mr. Mills of 
Arkansas will inquire. 

Mr. Miitis. Mr. Reed, permit me to direct your attention again to 
this matter of Government procurement of heavy electrical supplies 
from overseas. I think perhaps I may have left the record a little 
bit confused in my interrogation a moment ago of you. 

You were thinking, I assume, in your suggestions, in terms of the 
acceptance of bids from overseas for this type of equipment, and I was 
thinking in terms of whether the Government agency would actually 
pay the tariff involved. 

Let me see if I am right in this respect: When the Government 
receives a bid from some foreign producer of electrical equipment and 
compares that bid with the bid received from an American producer 
of like equipment, the present regulations require the Government to 
procure the material from foreign sources if the bid is, say, 25 percent 
below the American bid, plus the amount of the tariff duty; is that 
not correct ? 

Mr. Reep. I think I understand what you are saying. As I under- 
stand it, the tariff is added into the foreign bid, and if the bid plus 
the tariff is “X” percent, or whatever that percentage may be, below 
the bid of the domestic manufacturer, then the order is placed abroad. 

Mr. Mitts. I think actually the figure is 6 percent, not 25, and I 
was using that for an illustration. 

Mr. Reep. It was that, and the new order fixes it at 6. 

Mr. Muus. So that for the purposes of procurement, the tariff is 
considered. 
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Then I think I am correct in my statement that the Government 
agency does not actually pay the amount of the tariff. 

Mr. Reep. Well, you see, what I was suggesting was that an increase 
in the tariff, while we are not requesting it, if we did have it, would 
help us. You questioned that. It seems to me that it does help. 

Mr. Mirus. There would be no question about it, in the procurement 
initially of the material. I see the point. 

Mr. Reep. Thank you very much. 

The Cuarrman. We thank you, Mr. Reed, for your appearance and 
the helpful information given the committee. 

The next witness appearing on the calendar is Mr. Donald P. Loker, 
president of the California Fish Canners Association, Inc. Will you 
please give your name and address and the capacity in which you 
appear for the record. 


STATEMENT OF DONALD P. LOKER, PRESIDENT OF THE 
CALIFORNIA FISH CANNERS ASSOCIATION, INC. 


Mr. Loxer. My name is Donald P. Loker. I am president of the 
California Fish Canners Association, Inc., the members of which 
account for 87 percent of the total United States production of canned 
tuna. They also process sardines and mackerel. 

Our industry is opposed to H. R. 1 for two reasons: 

First, we believe your committee is interested in knowing how the 
canned tuna industry, which we believe is a typical American indus- 
try, has been affected by the operation of the trade-agreements pro- 
gram over the years since the program has been in effect. We can 
illustrate best the difficulties caused us by contrasting what has hap- 
pened to us under the program with the situation prevailing i in prior 
years. 

The tuna industry first began to feel the impact of import compe- 
tition in the year 1933. In that year Japan exported to this country 
canned tuna in an amount equal to 34 percent of domestic production. 
Because of the effect of these imports on our domestic industry, an 
application was made to the Tariff Commission for an investigation 
under section 336 of the Tariff Act which resulted in a finding that 
an increase in the tariff was necessary because of differences in the 
cost of production between this country and Japan. 

President Franklin D. Roosevelt accepted the Tariff Commission 
recommendation and increased the tariff to the extent found by the 
Commission to be necessary to equalize cost of production; that is, 
from 30 to 45 percent. Thereafter imports remained at this level 
enabling our industry and the Japanese industry to progress together 
in the development of the United States market for canned tuna. 

That was the old system, Mr. Chairman, before the reciprocal trade 
agreements program went to work on our industry. When we had 
trouble we went to one agency of the Government. That agency 
made an impartial investigation and the President acted as he was 
permitted to under the law. Thereafter our industry and our foreign 
competitors knew exactly where everyone stood. 

It was just as simple as that. 

But what do we find when once the operation of the so-called re- 
ciprocal trade-agreements program cast its eye upon us? 
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We find, Mr. Chairman, an entirely different picture. Here is what 
happened. 

n November 1941 the Secretary of State issued a notice of inten- 
tion to negotiate a trade agreement with Iceland. There was nothing 
in that announcement or in the trade agreement subsequently nego- 
tiated which seemed to have any bearing on the tuna industry. If 
anything, tuna was clearly eliminated by the announcement as we 
read it. Nor, in fact, did the agreement have any importance to the 
tuna industry at that time. 

In May 1942, while the negotiations with Iceland were still pro- 
ceeding, the Department of State issued a new announcement of inten- 
tion to negotiate a trade agreement with Mexico in which tuna was 
mentioned. That, however, was during wartime when all of our 
people were contending with far more serious problems than non- 
existent imports so that we took no steps to protest. At any rate, 
our people probably reasoned, since we were fighting a war against 
Japan, our principal competitor, it was inconceivable that our Gov- 
ernment would permit Japan ever to drive us out of the tuna business. 
That, Mr. Chairman, is where we made our biggest mistake. 

While tuna, of course, has been our biggest concern, our industry 
also packs sardines, mackerel, the tuna-like fish “bonito,” and other 
species. 

Since the end of the war we have been plagued by a series of trade- 
agreement negotiations, commencing with the Geneva negotiations 
in early 1947, and continuing up to this very minute. 

We have not been able to escape participation in a single trade- 
agreement negotiations from 1947 to the present. In every one, tuna, 
bonito, or sardines have figured and we have been required to appear, 
file statements and go through all of the red tape usual to such pro- 
ceedings before a governmental agency. 

I need not remind you that such activities are expensive, both as 
to time and money. 

The aforementioned trade agreement with Mexico became effective 
in 1943 and among other things provided for the reduction of duty 
on tuna canned in oil from 45 percent ad valorem to 2214 percent ad 
valorem, which was the maximum reduction permitted under law at 
that time. We have no knowledge of why canned tuna was con- 
sidered in a trade agreement with Mexico inasmuch as Mexico was 
no factor in the export of canned tuna to the United States. Accepted 
practice for the granting of trade agreements tariff concessions 1s to 
negotiate with the principal exporting country. 

However, let’s take a look at how imports of canned tuna from 
Mexico related to that practice. For the 3-year average prior to the 
negotiation of the trade agreement, imports of canned tuna from 
Mexico averaged slightly over $15,000 a year in value, or 214 percent 
of total United States imports of canned tuna. 

Now let’s look at what happened to imports of canned tuna from 
Mexico after the trade agreement became operative. In the 5-year 
period immediately after the trade agreement became effective, im- 
ports of tuna from Mexico averaged less than $51,000 a year in value, 
or 114 percent of the value of total imports from all sources, and since 
that time imports of canned tuna from Mexico have been so inconse- 
quential that they have not been sufficiently important to set out 
separately in official United States statistics. 





TRADE AGREEMENTS EXTENSION 


As of June 30, 1950, Mexico abrogated the trade agreement for 
reasons totally unrelated to tuna. Six months’ notice of this abroga- 
tion was required before the duty reverted to its former 45 percent 
ad valorem. During this 6-month period, imports of canned tuna 
from Japan reached unprecedented proportions in order to get in 
before the increase in duty, and the year’s imports constituted 34 per- 
cent of the United States market as opposed to a normal share of 10 
percent that imports previously took of the United States market. 
It took the domestic industry 2 years to recover from the shock of this 
volume of imports. 

The Icelandic trade agreement also became effective in 1943. It is 
contended, wrongfully we believe, by administrative governmental 
agencies that this trade agreement reduced the duty on tuna canned 
in substances other than oil from 25 percent ad valorem to 1214 per- 
cent ad valorem. 

In that particular agreement, a catchall or basket category was es- 
tablished, which is interpreted by some to include the product “tuna 
packed in subtances other than oil.” But we vigorously contend that 
it was not pointed at tuna. We further contend that the wording 
of that agreement represented a sin of omission on the part of the 
persons from the United States Government responsible, and that 
such an omission was perhaps responsible for what we further con- 
tend is the misinterpretation of this agreement by the administrative 
governmental agencies. It is important for you to know that Iceland 
has never processed tuna, her fishermen have never caught any tuna 
and consequently her exports of tuna are nonexistent. 

That is where Iceland fits with relation to the accepted practice of 
negotiating with the principal producer in reducing tariffs through 
the instrument of the Reciprocal Trade Agreements Act. 

In addition, the loophole created by the Icelandic trade agreement 
and its erroneous interpretation have resulted in the very opportunity 
the Japanese tuna industry sought and found. They immediately 
switched their production of tuna canned in oil subject to a 45-percent 
duty to tuna canned in brine at 121% percent ad valorem. By this 
device Japanese exports of tuna to the United States have increased 
from their prewar 5-year average volume of 337,000 cases per year 
to more than 1,500,000 cases currently. It is underselling American- 
produced tuna on the grocer’s shelves by as much as 10 to 12 cents a 
can. The domestic industry has been seriously harmed and the threat 
of further injury is most substantial. 

The domestic tuna industry has sought every means available to 
it, through administrative channels, to rectify the damage done to it 
through the great disparity in tariff rates applicable to tuna canned 
in oil and tuna canned in brine. These efforts to date have been to no 
avail. 

Let’s look at the reciprocal features of the Reciprocal Trade Agree- 
ments Act. In the Summary of Foreign Control Regulations Apply- 
ing to Imports From the United States which appeared in the June 7, 
1954, issue of Foreign Commerce Weekly, published by the United 
States Department of Commerce, there is a tabulation of imports and 
exchange permits required in foreign countries as of May 1, 1954. 

This tabulation shows that out of some 88 countries or customs areas 
in the world, 66 require prior import permits, while 41 require ex- 
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change permits for goods imported from the United States or other 
dollar countries. 

It will be noted that in many cases the import permits automatically 
assure foreign exchange, while in other cases it is necessary for the 
importer to have both documents authorized by the respective gov- 
ernments. 

These import restrictions can be used very handily to nullify or 
impair concessions that have been granted the United States in trade 
agreements under which we also made concessions but do not nullify. 

To illustrate how foreign countries are continually changing im- 
port regulations and erecting further restrictions against imports 
from this country, we would like to give you as ex xamples some typical 
changes which have been published ‘during the past 3 months in For- 
eign Commerce Weekly: 

‘On July 16, 1954, Ecuador revised 30 import tariff items. (October 
18, 1954, p. 9.) 

Mexico during September and October 1954 raised import duties 
on a long list of items. (October 25, 1954, p. 10.) 

Guatemala imposed a new import.duty of 10 cents per gallon on 
gasoline which was formerly free of duty. (November 29, 1954, p. 14.) 

Iceland placed a special import tax on pasenger automobiles in 
addition to the 35 percent permit fee. The new tax amounts to 100 
percent of the f. 0. b. price when the country of origin is the United 
States or Western Europe. (November 22, 1954, p. 13. ) 

Import duties for the greater part of the Mexican import tariff 
have been modified by a decree published on November 18 apparently 
for the purpose of incorporating directly into the tariff the 25-percent 
general duty increase of February 15,1954. (December 6, 1954, p. 13.) 

The Irish Government set quotas for various imports. (December 
27, 1954, p. 11.) 

Syria changed a number of import tariffs. (January 3, 1955, p. 11.) 

So much for that. I now would like to make an interesting obser- 

vation concerning cause and effect. On page B-6 of the Long Beach 
Press Telegram of Monday, January 17, 1955, two articles of news 
interest appears. One was an account of the appearance before this 
committee of the Honorable John Foster Dulles, Secretary of State, 
advocating H. R. 1. On the same page a news story appeared under 
a San Diego, Calif., dateline, which announced the closing of the 
San Diego cannery of the Van Camp Sea Food Co., packers of Chicken 
of the Sea brand, and 1 of the 2 largest producers of canned tuna 
in the United States. The eight-hundred-odd employees of this can- 
nery and many employees of suppliers are direct casualties of our 
trade agreements program. I offer these newspaper articles as exhibit 
A. I think this illustrates it rather well, and if it pleases the com- 
mittee, I would like to offer copies of this newspaper article as 
exhibit A. 

Mr. Krng. Could I ask Mr. Loker if he desires this to be made a part 
of the record ? 

Mr. Loxer. I would so like, Mr. Congressman. 

Mr. Kine. I ask unanimous consent that it be made a part of the 
record. 

The CuarrmMan. At the end of his statement, without objection, it 
is so ordered. 
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Mr. Loxer. If there remains any further question as to why the 
United States canned-tuna industry opposes a further extension of 
the Reciprocal Trade Agreements Act, I will revert to the vernacular 
and say, gentlemen, we’ve had it. 

While the whole matter of extension of the Trade Agreements Act 
is disturbing, we find that section which deals with Japan particularly 
distasteful. 

The language in this paragraph goes far beyond a simple extension 
of the Reciprocal Trade Agreements Act requested in the President’s 
message to Congress on January 10. It would seem that instead of 
the primary purpose of the act, that is, the encouragement of reciprocal 
world trade with all its virtues, we are now substituting especial con- 
sideration to Japan, dictated by the expediency of her economic plight, 
in the form of tariff reductions, instead of direct aid or other forms 
of subsidy. Apparently, in the minds of those who wish it, the Trade 
Agreements Act of 1934 can be stretched to cover a multitude of 
situations not contemplated by the architects of the program, adher- 
ence . the General Agreement on Tariffs and Trade, bor instance, and 
now this. : 

We are quite aware of the position of the administration in aiding 
the expansion of trade with Japan in order to retain the country 
within the orbit of free nations and we endorse that position whole- 
heartedly. However, if this is in the national interest, for the good 
of all our people, we wonder why a handful of American industries 
should be required to foot the bill. 

Now, as to the second of our reasons for opposing H. R. 1: 

We are advised by counsel that this legislation and all previous 
reciprocal trade-agreements legislation is probably unconstitutional. 

The Trade Agreements Act of 1934 is unconstitutional. Hence 
all trade agreements negotiated under it are unconstitutional. The 
Tariff Act of 1930 is the law of the land and its rates should apply. 

Regardless of what the administration has elected to call them, 
every agreement negotiated under this act is in fact a treaty between 
the United States and a foreign nation. 

Our Constitution requires that treaties with foreign nations be 
negotiated by the President and ratified by a two-thirds vote of the 
Senate. This is an excerpt from the Constitution : 

[The President] shall have power, by and with the advice and consent of the 
Senate, to make treaties, provided two-thirds of the Senators present 
concur * * * (art. ITI, sec. 2). 

To date, all so-called trade agreements have been negotiated by 
our State Department behind closed doors and as far as we know the 
contents have never been submitted to the Senate or to the Congress, 
nor have they ever been disclosed to the public until after the agree- 
ment was consummated. 

Each and every one of these actual treaties. has reduced tariff rates 
on articles and commodities when imported into the United States. 
Under our Constitution the right to impose import and export restric- 
tions is expressly reserved to the Congress as is the right to regulate 
interstate and foreign commerce: 

The Congress shall have power to lay and collect taxes, duties, imposts, and 
excises, to pay the debts and provide for the common defense and general 
welfare of the United States. * * * 

To regulate commerce with foreign nations, and among the several States, 
and with the Indian tribes (art. I, sec. 8). 





TRADE AGREEMENTS EXTENSION 937 


Our Constitution also expressly says that all legislation which pro- 
vides revenue must originate in the House of Representatives: 


All bills for raising revenue shall originate in the House of Representatives ; 
but the Senate may propose or concur with amendments as on other bills (art. I, 


sec. 7). 

Up until 1934, the raising and lowering of tariffs, since the very 
first Congress, has been recognized as reventie legislation. Yet the 
House of Representatives has not seen nor had an opportunity to pass 
upon a single one of the revenue-lowering agreements which have been 
negotiated and put in force. Call them what anyone will, agreements, 
treaties, or negotiations, the incontrovertible fact remains that they 
are revenue measures, United States revenue measures. 

Now as to a constructive suggestion on how to remove the basic 
reason for our dissatisfaction and discontent: 

We recommend a return to the constitutional method of adjusting 
tariffs by negotiating treaties with the advice and consent of the Con- 
gress. We see no reason why the Congress should now be considered 
unqualified to protect the international trade interest of the United 
States. It may be desirable to provide more adequate machinery to 
study the effect of tariff adjustments on the United States economy 
by strengthening the Tariff Commission, but we feel certain that such 
action can very easily be accomplished by the Congress. 

If it is considered that this would place too great an obstacle to 
successful prosecution of our foreign relations program, we strongly 
recommend that these treaties arrived at under the Trade Agreements 
Act be submitted to the Congress or at least to the Senate for ratifica- 
tion before they become operative. In such a way the various domestic 


industries which have a history of hardship under the trade-agree- 
ments program would have an opportunity to place their problems 
before the Congress whose Members come from the country as a whole 
and who are both responsible and responsive to the people. 

I thank you. 

(The news items are as follows:) 


[Long Beach (Calif.) Press-Telegram, January 17, 1955] 
Duties Supports Bru FoR RepucING TARIFF 


WaASHINGTON.—Secretary of State Dulles today urged Congress to adopt Presi- 
dent Eisenhower’s lower tariff foreign-trade program to prevent “a chain reaction 
which would gravely damage and disrupt the free world.” 

Dulles was the leadoff witness in a lineup of seven Cabinet members scheduled 
to testify today and Tuesday before the House Ways and Means Committee 
in support of the administration’s trade policy. 

The Secretary said the program, calling for a 3-year extension of the Reciprocal 
Trade Act with added power for the President to cut tariffs, “will promote 
the security and welfare of the United States” as well as boost the entire free 
world alliance. 

Dulles said many American partners abroad are uncertain “as to the future 
trend of our trade policies—they fear we may shift to a policy of raising rather 
than lowering trade barriers.” 

He said unless these fears are stamped out by United States action, Soviet 
predictions of economic wars among the free nations would come true. He 
said this would provide Communist rulers “with another opportunity greatly 
to expand power.” 

Eisenhower program would give the President power to negotiate tariff cuts 
amounting to 15 percent over the next 3 years. 

The idea is to encourage foreign producers to sell more goods in the United 
States, and thus earn more dollars with which they can buy American products. 
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Dulles took advance notice of criticism, chiefly from senior Republicans on 


the committee, that increased imports might hurt some competing American 
industries. 


He said the program was drafted “so as to cushion our economy against 
undue shock by reason of competitive imports,” that tariff reductions would be 
“very gradual,” and the law would keep the present “escape clause” under which 
domestic industries hurt by imports, may seek tariff increases. 

Although Dulles defended the program chiefly as a bulwark to the free 
world alliance, he said, he hoped “I have not given the impression that the 
pending bill would primarily serve the economic interest of others. That is 
by no means the case.” 

Then he emphasized: 

“But I do not hesitate to say that even if it were the case, I would still 
advocate the bill as needed to preserve the unity and vigor of the free world 
in the face of the terrible menace that confronts it.” 


Unton SruprEes Van Camp WorkK Loss 


San Dirco.—The Food Canners Union of the International Longshoremen 
and Warehousemen’s Association, today called a meeting for Tuesday night 
to consider unemployment of members resulting from shutdown of the Van 
Camp Sea Food Co. plant here, set by the company for the end of this week. 

The company announcement Saturday said the plant, employing 800, was 
being shut down indefinitely for economy reasons and that boats which have 


been delivering tuna to it would make future deliveries at Terminal Island, 
San ledro. 


Don Stover, secretary of the union, said: “This is not a seasonal shutdown. 
it appears to be the real thing.” 

The CHarrMan. Does that complete your statement, Mr. Loker? 

Mr. Loxer. ‘That completes my statement. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. King of California will inquire. 

Mr. Kina. Mr. Loker, how many, approximately, seagoing craft, 
clippers and oceangoing vessels of all sorts are employed in the tuna 
industry on the west coast? 

Mr. Loxer. Under date of October 31, 1954, the tuna fleet, which 
are tuna clippers and large vessels carrying anywhere from 200 to 550 
tons of refrigerated, frozen fish, numbered 168. Incidentally, that 
is a drop from 210 in 1951, because of the decimation of the fleet 
and the inability, or the nondesire on the part of the tuna industry 
to rebuild its fleet in the face of the tremendous and punitive Japanese 
encroachment. Their vessels conversely grew from 272 vessels to 
388 in 1951. That was during that same period. 

Mr. hairman, I have 2 letters here, a short one from Secretary 
Forrestal when he was Secretary of the Navy in 1947, and 1 from 
Secretary Dan Kimball, of the Navy, in 1953. They are both short 
letters, and I would like to beg your patience to just read them very 

uickly. 
; The Cuamman. Could you not just put them in the record? We 
have a long list of witnesses now, and it would mean that some of 
those that want to appear will have to be curtailed probably. Would 
it serve your purpose to put them in the record? 

Mr. Loxer. It would serve my purpose very well to put them in 
the record, Mr. Chairman. These are very important letters. They 
point out incontrovertibly, if I may use that word again, that our 
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industry is indelibly tied up with the continued security of the Na- 
tional Government. 
If it is possible for me to do it, I can have these copied a little 


better on something like this other form and turn them in this after- 
noon. 


The Cuatrman. Without objection, they will be included in the 
record. 


(The letters are as follows:) 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, April 17, 1947. 
Comdr. DonALp P. LOKER, 
Wardman Park Hotel, Washington, D. (’. 


My Drar CoMMANDER: In reviewing the organizing of the United States Naval 
Reserve I have noted the very important part which the fishing industry con- 
tributed in mobilizing our naval forces at the beginning of World War II, and I 
take this occasion to congratulate the fishing industry on a job well done. 

Because time and materials were not available, fishing boats of all classes 
were immediately pressed into use by the Navy for patrol, weather reporting, 
logistic services, minesweeping, and the many other duties for which fishing 
boats with their experienced seamen were so readily adapatable. As the Navy 
moved into the western Pacific, the tuna clippers with their large refrigeration 
capacity were of particular assistance in transporting and distributing foods 
of all kinds to the local areas where it was vitally needed. 

The knowledge that the large force of skilled seamen engaged in the fishing 
industry, together with their readily adapatable fishing fleets, are available as a 
reserve in time of national emergency, is indeed gratifying to me. 

Your cooperation with the Navy and the fact that your forces are ready for 
a call to duty with full and complete understanding and regard for the responsi- 
bilities involved, represents to me true democracy and the finest type of American 
citizenship. 

Sincerely, 
JAMES FORRESTAL, 
Secretary. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY, 
Washington, January 15, 1958. 
Hon. Oscar L. CHAPMAN, 
Secretary of the Interior, Washington, D. C. 


My Dear Mr. Secretary: Your letter of December 18, 1952, requested the 
views of the Department of the Navy concerning the importance of the tuna 
industry from the standpoint of national security. 

The Department of the Navy considers the domestic tuna fishing fleet an 
important facet in the national security. This may be divided into three cate- 
gories in the event of an emergency, namely: (@) Domestic tuna products as a 
source of food: (b) the fishermen as a source of manpower for mobilization ; 
(c) the fishing boats as a means of augmenting naval patrol craft. 

The first two categories are self-evident. As for the third category, the requi- 
sition of a number of fishing boats may be necessary to augment the naval 
forces that our national economy can support. The Department of the Navy is 
much better prepared than prior to World War II in availability of patrol craft 
due to the number of vessels in the reserve fleet. However, these vessels are 
approaching the end of their useful life. The tuna fishing boats provide an 
excellent backup. These boats could be converted for limited antisubmarine 
warfare, harbor patrol, mine warfare, and picketboat operations. The Depart- 
ment of the Navy has completed an initial study of methods of utilization and 
conversion of small naval craft to augment antisubmarine warfare operational 
capabilities. The study is applicable to comparable size fishing boats. 

It is hoped that this information will assist in the study of the tuna industry. 

Sincerely, 
Dawn A. KIMBALL. 
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The Cuairman. Are there any further questions ? 

Mr. Kine. I want to assist Mr. Loker as best I can, Mr. Chairman, 
in making clear to the committee certain facts concerning the impor- 
tance of this industry. His statement is quite brief, ond he did not 
go into items that I believe the committee would be interested in. It 
represents the fourth industry of importance in California. Unless 
members of this committee and members of the appropriate agencies 
of the Government are made more aware of what constitutes this great 
industry, it is going to continue to receive treatment it certainly does 
not deserve. 

It is easy to be ignorant of the operations of an industry which is 
sort of isolated out in one section of the country. But again, Mr. 
Loker, what is the investment generally required for one of these 
oceangoing clippers, as we call them, that is used in the industry ? 

Mr. Loxer. At the present time, Mr. Congressman, the inv estment 
in a tuna clipper of a size that is comparable to the boats that were 
built in the last 8 years, is approximately $500,000. The money that 
is invested in the fleet amounts to $85 million. 

As you said, it is the fourth largest industry in the State of Cali- 
fornia, and employs directly over "18,000 people. It returns from a 
natural resource from the far reaches of the Pacific, both the North, 
South, and Central Pacific, $200 million in sales to the State of Cali- 
fornia every year. Naturally those go outside the State, and they 
bring this new money back into the State. 

It is one of the most forward industries in the matter of its associa- 
tion with labor. The growth of our industry, which started only 35 
years ago, is really ac redit and a memorial to the work and the coor- 
dinated effort of labor and management, both the cannery workers, 
the fishermen, and the companies. 

Mr. King. With the advent of Pearl Harbor, Mr. Loker, you served 
in the Navy during the war as an officer, did you not ? 

Mr. Loxer. Yes, Mr. Congressman. 

Mr. Kine. With the advent of Pearl Harbor, did not the Navy com- 
mandeer a great proportion of the craft of this industry for naval] 
purposes ¢ 

Mr. Loxer. Mr. Congressman, I would say that of our oceangoing 
vessels, we lost better than 50 percent. We ‘lost those boats, I know, 
from our own company. I am vice president of Star- Kist Foods. 
Our company lost several vessels in Panama and in the Galapagos 
Islands. They were picked up immediately. Some of them dumped 
their fish and some of them got their fish into freezing stations and 
refrigerating stations in Costa Rica and down in Central America. 
When those got full, they could not put any more in and they had to 
dump them. They were immediately called out. Those men, almost 
to a man, were put in the Navy. They became supply ships to a great 
extent in the Central Pacific.. I personally saw them down there after 
Tarawa, around Kwajalien, and through the slot, so-called. 

The purse seiners are mostly based in San Pedro. The clippers are 
mostly based in San Diego. The purse seiners were pulled more for 
minesweeping. 

Mr, Kine. The reason I deal with this, Mr. Chairman, as I do, is 
that I think this represents a rather wnique industry. I think that 
the record would bear that out. I would like to have in the record of 
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this committee the fact that in the many, many years past, and I am 
sorry I do not know how many, this committee has never seen fit to 
act to increase the tariff. 

It did in the instance of the tuna industry. I do not know what the 
vote was, but I cannot recollect any argument against it in the com- 
mittee. The House of Representatives passed a bill, I believe, without 
a dissenting vote. This is the first time in some 16 or 18 years. 

The appropriate committee, the Finance Committee in the Senate, 
approved the bill. It was only defeated, as I understand it, at the 
insistance of the State Department in the other body. 

I do not know of an industry that has a record of being able to 
convince men such as are on this committee, whom I can testify are not 
easily convinced, of the serious, devastating effects of the rapidly 
increasing imports of this product. The only reason I dealt with the 
naval interest, and the letters of Mr. Loker that are now a part of the 
record, is that the action in behalf of the watch industry, as I under- 
stand it, was based largely upon the effects not on the industry but upon 
this country’s national interest. 

I believe the record will show, and it would have as much bearing 
today as it had in those unfortunate days immediately after Pearl 
Harbor, that this great industry, with its crafts plying all over the 
Pacific, can and I believe do, represent one of the most import adjuncts 
or implements of national security that we have. 

That is all of my questions. 

The CuatrMan. Are there any further questions? 

Mr. Reed of New York will inquire. 

Mr. Reep. I am very much interested and always have been in your 
problem out there. I would like to see if you can give me some com- 
parison between Japanese wages on their ships in the fishing tuna 
industry, and the wages paid on your own ships. I want to get at the 
differential in cost. 

Mr. Loxer. I will be very happy to. I had the privilege of serving 
in Japan twice for the United States Government. I will give you 
this so you will know my qualifications to answer that question. I 
was a naval officer in the South Pacific during the war. I came back 
and I went to a Japanese school at Harvard. I graduated 20 years 
after I got out the first time. 

I was invited by President Truman to go to Japan in 1949 as an 
adviser to General MacArthur on the fishery food potential of the 
homeland. During that time I spent 314 months in Japan and visited 
every cannery in Honshu and Kyushu. I did not go up to Hokkaido. 
T studied fully the wages and the living conditions and the remunera- 
tive possibilities and potential of the Japanese people. 

The wages in Japan at that time, and still today, amount to a total 
of about 86 cents a day. That is the top pay. It is true that that 86 
cents when you convert it into yen, at 360 to the dollar, gives you a 
little more spread than 86 cents would in New York City, Philadel- 
phia, or Washington. However, it is woefully short. It is impossible 
for the Japanese to live a decent life under those wages. They have 
a patronage system which we studied at Japanese College, and which 
[ studied over in Japan, which is supposed to offer certain emolu- 
ments and certain privileges. I am sure it did many years ago, maybe 
50 or 100 years ago. Today that practice has fallen off. 

57600—55—pt. 1——-61 
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The real care for their employees from the standpoint of sickness, 
health, welfare, etc., is not anywhere near commensurate with the 
disparity of the wage structure. 

You talk about the wages of the fishermen. The wages for fisher- 
men are commensurate with that for the shore workers. The fisher- 
men, however, do have this slight advantage. A couple of times a 
week in a big run they will get a head or a tail of one of the fish to 
take home to help make soup with. 

The quarters on fishing boats are incredible. I could not even lie 
down in them. Of course, I am a little oversize for a Japanese, but 
1 could not climb into them. If you could picture a big bureau with 
the drawers taken out, then you get in where the drawers were, that 
is about the way they were. They cook their own food on the boats 
and they provide their own food on the boats. They cook them right 
on deck. 

I would like to get this statement in, if I may, Mr. Congressman. 
Our industry has been founded on a very close coordination with 
labor. We think that the American labor, as we see it on the west 
coast in the fishing industry, is the finest in the world. We feel that 
with just a proper break in tariffs, we have brought our efficiency up, 
through the expert work of our labor, the application of our labor and 
improvements in technological appurtenances in our plants to the 
point where we can get along. We just want that little break to put 
us even. 

In Japan, up to now, there is none of that labor and management 
pulling together. I think that is something that will eventually have 
to come over there. 

Japan historically has been a thorn in the side of our industry until 
President Roosevelt gave us a farseeing move in the 45-percent tariff. 
Then when they pulled this loophole out of the air and went into 
brine, it broke four companies. We have had 4 companies close 
in the last few years, with this 1 closed in San Diego yesterday. 
It is our stiffest competitor and a tremendously large company. It 
is also a very fine company. They are moving their operation out of 
San Diego because of their competitive position with Japanese 
competition. 

Mr. Reep. Under the circumstances which you have presented here, 
can you give me any idea why tunafish is on the list now for further 
reduction ¢ 

Mr. Loxer. Yes; I can. I would tell you also that I went back to 
Japan in 1951 as one of the negotiators for the State Department in 
the Japanese-Canadian-United States commercial treaty. This was 
the North Pacific Fisheries Conference. At that time it was discussed 
at length. They were not quite satisfied with the situation tariffwise. 
I was in Japan last year, or the year before last, as chairman of a 
fishery committee, to go over on discuss it with them. They are 
putting that on them for 1 reason and 1 reason only. They are 
seeking to get tunafish fresh and frozen, seeking to get it bound. 
The fishermen are dead set against that. They do not think that is 
proper. They think that item should be left flexible. If necessary, 
then in the future it could be changed. But when it is bound they 
are dead. We support them in that contention. 

Our particular part of it is on canned fish. We know that the | 
Japanese are putting that on the list to be considered, because they 
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certainly hope to get the tariff lowered on the tuna in oil. They hope 
to get the tariff lowered on tuna in brine. Otherwise it would not 
be there. If they thought for a minute that it was going to go up, 
or even held at the same point, there would be no point in including it. 
I believe that is true, Mr. Congressman. 

Mr. Reep. Is it not true that the Japanese now are building up their 
merchant marine? 

Mr. Loxer. In the last year a move has come out in the Diet, and 
I discussed this a year ago last fall when I was over there with the 
chairman of the Diet committee, not only to subsidize the fish industry 
but they are subsidizing boats. They are going to subsidize prices 
on fish. In fact, Japan has check prices which operate through their 
fisheries agency. It is a focal point of a long tenuous line the way 
they do it. The fisherman catchen the fish and the cannery cans it. 
Then he goes to the fishery agency and the fishery agency goes to the 
exporters. The exporters then send it to New York to their importers, 
but the exporters finance the fishery agency. They take care of the 
inventory. In effect, all of the way back to the original fisherman 
here these people are getting subsidized. 

Mr. Reep. I want to ask this question: If competition is now put- 
ting your business, the canning business, out of commission, why 
should there be an attempt to freeze these unfortunate and damaging 
rates permanently ? 

Mr. Loxer. I did not get your question, sir. 

Mr. Reep. Why should they try to freeze the rates when those rates 
are now not giving sufficient protection to save your industry ? 

Mr. Loxer. You asked me why should Japan include canned fish, 
for instance, tuna in oil and tuna in brine, on the application for con- 
sideration ? 

Mr. Regp. I thought you said that they wanted to freeze the rates. 

Mr. Loxrr. No; they want to freeze the rates on frozen tuna. There 
is no tariff on that at the present, sir. They want to freeze that. But 


I will guarantee that they want to push up the other two, or they 
would not include them. 


Mr. Reep. Thank you very much. 

The Cuarrman. Are there any further questions ? 

Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Mr. Loker, you make two points, as I gather, in your 
statement here. 

One is that our State Department negotiators, with their heads in 
the clouds and their do-gooder complex, placed in the Iceland nego- 
tiations, and in the Mexico negotiations, this tunafish problem, which 
neither one of those countries are interested in or care anything about. 
They agreed to cut the tariff in half in those treaties. Then, under our 
favored-nation clause that benefit is given to all of the others. In 
that way your tunafish industry is practically damaged to the extent 


it is now expiring. That is one of your complaints in your statement, 
as I gather it. 


Mr. Loxer. That is right. 

Mr. Mason. And I want to get the other one. The other one is 
that this whole reciprocal-trade-agreements program is unconstitu- 
tional. It was because of that objection of yours that I voted “No” in 
1937 against the first extension of this. I have been voting “No” ever 
since. I agree with your contention exactly, that it is unconstitutional 
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because these are treaties. They should be approved by the Senate 
under our Constitution. The Senate never gets even a look-in at them. 

Is that a summary, shall we say? 

Mr. Loxer. I so stipulate, Congressman Mason. On the side, may 
I congratulate you on your extremely intelligent analysis of that 
problem. Iso stipulate that in both cases you are right, except in the 
first part of your first statement wherein you implied that I said that 
all of the people in the State Department had their heads in the clouds. 

Mr. Mason. No. That is my interpretation of it. I am saying that. 
You said the negotiators, and I am saying that they were that kind. 

Mr. Loxer. Forgive me. I did not mean to argue. My only point 
was that it would be extremely improper for me to make that state- 
ment. However, I will say this: You should write for a west-coast 
paper, sir. 

The Cuarrman. Are there any further questions? 

Mr. Loker, Mr. King of California will inquire. 

Mr. Kine. You stated, Mr. Loker, that the running price of Japa- 
nese tuna in comparison with domestic is around 10 to 12 cents less 

yer can. 
; Mr. Loxer. Yes, Mr. Congressman. 

Mr. Kine. At the present time, what do the tuna imports repre- 
sent of the total United States consumption in our market ? 

Mr. Loxrer. You mean the entire tuna imports, both the frozen 
fish and the canned, or just the canned ? 

Mr. Kina. All imports. 

Mr. Loxer. It is about 39 percent. 

Mr. Kine. Of the total? 

Mr. Loxer. That is from 2 percent, which it was. I have a mass of 
figures here. I am sure that you are familiar with these figures. 
That has grown by leaps and bounds at the same time that the domestic 
share of it has dropped, naturally, by leaps and bounds. 

Mr. Kine. That is all. 

The Cuarrman. Mr. McCarthy, of Minnesota, will inquire. 

Mr. McCarrny. What was the percentage in 1933? Do you have 
that figure ? 

Mr. Loxer. The percentage of what? 

Mr. McCarrtny. Of imports. Of the total domestic market. 

Mr. Loxer. In 1933, you mean? 

Mr. McCarrnuy. Yes. 

Mr. Loxer. I do not have those exact figures, but I can give them 
to you very closely. 

In 1933, when the trouble arose through the great influx of Japanese 
canned fish, and the United States Government came to our support 
and raised the tariff, I believe that the percentage of Japanese im- 
ports in comparison with domestic pack was around 32 percent. 

Mr. McCarrny. What was it previous to that, in 1932 or 1931? 

Mr. Loxer. It was less, very considerably less. It was probably 
around 6 or 7 percent. 

Mr. McCartuy. Do you have a table showing the change before 
1933, and then again before 1937 ? 

Mr. Lexer. Oh, yes; we have tables going back for 35 years. 

Mr. McCarruy. I wonder if you could submit them. 

Mr. Loker. I certainly will be very happy to. 
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(The information requested is as follows:) 


CALIFORNIA FisH CANNERS ASSOCIATION, INC., 
Terminal Island, Calif., February 9, 1955. 
Hon. Jere Cooper, 
Chairman, Committee on Ways and Means, House of Representatives, 
Washington, D. C. 
(Attention Mr. Leo H. Irwin.) 


DEAR Mr. Cooper: In line with Mr. Leo H. Irwin’s letter of February 3, 1955, 
and the statement made by me before the Committee on Ways and Means on 
January 26, 1955, during the hearings on H. R. 1, I am attaching a table which 
shows the relationship of canned tuna imports to total apparent consumption of 
canned tuna in the United States. 

I am also attaching a table which gives you the same information for both 
canned tuna imports combined with fresh and frozen imports. 

You will note particularly from table 2 the great inroads being made on 
production of our domestic tuna fleet. The continued success and healthy opera- 
tion of this fleet is vitally necessary to the economic stability of our canning 
industry. Conversely the dissolution of that fleet would force the canners to 
be dependent completely on frozen fish imported from Japan. If at any time, 
Japan finds itself in a dominant position from the standpoint of primary produc- 
tion, she then will be able completely to cut off her exports of raw fish to the 
United States and concentrate on canning in Japan. This would then give 
Japan the power either to demand exorbitant prices for the raw fish or exorbitant 
prices for the canned fish to the American consumer. 

The contemplation of such a development is frightening and clearly suggests 
the ultimate destruction of the great tuna fishing and tuna canning industry in 
the United States, an industry which originated in this country, and which has 
been an important factor in the economic stability of California and of the United 
States for many years. In fact, the fishing industry ranks fourth in the State 
of California and creates a return of approximately $200 million a year to the 
State and Nation from the wise harvesting of a zreat natural resource. The 
canners’ presentation, which I have the privilege of delivering before your august 
body, was naturally confined to a great extent to the canners’ problems, but I beg 
you to remember that we keenly understand as you can tell from the preceding 
statements the enormous importance of the overall problem, for that problem 
affects all factors in the industry. 

We reaffirm our position taken in Washington that the 45 percent tariff on 
tuna packed in oil should not be lowered, that the 12%-percent tariff on tuna 
packed in brine or any other substance should be raised and that frozen tuna 
from Japan should not be bound on the free list. 

May I take this opportunity to thank you and your committee members for 
the courtesy and patience accorded me during my recent appearance before 
your committee. 

Very truly yours, 
Donap P. Loker, President. 


TasLe I.—United States canned tuna apparent consumption in relation to canned 
tuna imports, 1944-54 
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TaBLe II.—Fresh and frozen imports, canned and fresh or frozen imports 
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The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness is Mr. J. G. Lerch, an attorney from New York. 

Give your name and your address and the capacity in which you 
appear for the record. 


STATEMENT OF JOHN G. LERCH, AN ATTORNEY OF THE FIRM OF 
LAMB & LERCH, NEW YORK CITY 


Mr, Lercu. My name is John G. Lerch of the firm Lamb & Lerch, 
of 25 Broadway, New York. 

The CuarrMAn. You are recognized and you may proceed without 
interruption with your prepared statement. 

Mr. Lercu. May I state right at the beginning that Mr. Loker, a 
previous witness, members of the committee, has so very ably taken 
care of one of the points I am making, that I would like to concur in 
everything that has been said. 

I have a list of the clients whom I represent, but it lacks the ad- 
dresses. May I furnish that and have it copied into the record. 

The Carman. Without objection, that is so ordered. 

(The list is on file with the committee. ) 

Mr. Lercu. I am appearing today, in opposition to enactment of 
H. R. 1, just as I did in opposition to the initial Trade Agreements 
Act of 1934 and all recurring extensions of that law. 

Today I am representing the following domestic interests : 

American Manufacturers of Thermostatic Containers 

The Candle Manufacturers Association 

Collapsible Tube Manufacturers Association 

The Industrial Wire Cloth Institute 

The National Building Granite Quarries Association 

The Rubber Footwear Division of the Rubber Manufacturers 
Association 

The Toy Manufacturers of the United States of America, Inc, 

The Twisted Jute Packing and Oakum Institute 

United States Potters Association 

The American Manufacturers of Toy Balloons 
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When, in 1934 the first Trade Agreements Act was introduced, I, 
along with the Honorable James M. Beck, former Solicitor General 
of the United States, but at that time a Member of the House of Rep- 
resentatives from Pennsylvania, urged the Ways and Means Com- 
mittee to give careful consideration to its constitutionality. On May 
1, 1953, at a hearing on the extension of the Trade Agreements Act 
of 1934, I was granted permission to incorporate as part of my remarks 
a speech the Honorable James M. Beck made on the floor of the House 
in opposition to the enactment of the Trade Agreements Act of 1934. 
This appears on page 482 in the record of hearings on the Trade 
Agreements Extension Act of 1953. 

I have studied the reports of the Ways and Means Committee on 
the original bill of 1934, and each successive extension of that act, 
and I find no intimation that consideration has ever been given to 
the constitutional phase of the legislation. As evidence of the fact 
that the sponsors of the original bill had doubts about its constitu- 
tionality, however, it is a matter of record that they suspended the 
operation of section 516 (b) and section 336 of the Tariff Act of 1930, 
on any article reduced under the 1934 Trade Agreements Act. Section 
516 (b) of the Tariff Act of 1930 gave American producers of com- 
petitive merchandise the right to litigate in our customs courts the 
proper classification of imported merchandise, together with its 
constitutionality. 

It was not until 1951, when extension of the Trade Agreements 
Acts of 1934 was in doubt, that Congress grudgingly restored this 
privilege to American manufacturers (sec. 9 (a), act of 1951). Pre- 
vious extensions of Trade Agreements Acts have attempted to placate 
domestic producers for the loss of protection by providing for peril 
points, escape clauses, and so forth, but now H. R. 1 goes far beyond 
any previous act in delegating power than has been attempted in the 
past 2 decades. 

It might interest you to know that a client of mine, who has just 
previously appeared, Star-Kist Foods, Inc., Terminal Island, Calif., 
is litigating this question of the constitutionality of the Trade Agree- 
ments Act, and we are now in the process of unwinding the red tape 
surrounding such an action. It is hoped that we soon will be in the 
United States customs court with this case, where it will be litigated. 

In Hampton & Company v. United States (276 U. S. 394), the 
United States Supreme Court held that section 336, the flexible tariff 
provision, of the Tariff Act of 1932 was constitutional because it 
erected a yardstick to govern the Tariff Commission and the President, 
and was based upon an investigation of comparative costs. Nothing 
like that has governed the negotiators of agreements with any foreign 
nation under the provisions of the Trade Agreements Act. 

Reductions have been granted on items which the treaty country has 
never produced, and never could produce the product. Yet wholly 
regardless of what comparative costs in any foreign nation might 
have been, those reductions were made effective to foreign nations, in 
many of which the item in question was being produced at a very low 
labor cost. See the Japanese imports with respect to the Icelandic 
treaty reduction on tuna fish. 

Last year, when extension of the Trade Agreements Act of 1934 was 
before Congress,.we were told that the administration had only one 
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more treaty to negotiate, a trade agreement with Japan, and that the 
administration would accept a 1-year extension of the act in order to 
perfect that one treaty. Now, the administration comes up with a 
request for a 3-year extension, with arbitrary powers to further reduce 
tariff rates to foreign nations, regardless of comparative costs of pro- 
duction here and anywhere abroad. 

This bill sets as the maximum protection to be afforded any industry 
a rate of 50 percent ad valorem. In the exercise of its jurisdiction, 
under section 336 of the Tariff Act of 1930, the United States Tariff 
Commission has made reports of comparative cost investigations. 
Some of these have shown that a rate far in excess of 50 percent was 
necessary to equalize the cost of production abroad and here. 

Congress in the past has recognized the fact that in some instances 
no rate expressed in terms of percentage was adequate to protect a 
given industry, and in such instances has legislated quotas and even 
imposed embargoes. Wherein is the charm of the 50-percent rate pro- 
posed in H. R. 1? Is it to serve notice on American industries that if 
they cannot operate with a maximum duty of 50 percent, their 
domestic markets will be turned over to their foreign low-labor-cost 
competitors ? 

The criteria in H. R. 1 for reducing a rate to 50 percent is the fact 
that there are no imports, or that the imports are negligible. Could 
it not be that imports are negligible because American industry is 
operating so close to cost that it makes importing unprofitable with 
the existing rate of duty? It could well be that a cut to 50 percent 
would throw some American industries into the red, or drive them 
completely out of business. 

With the enactment of the Trade Agreement Act of 1934, Congress 
suspended operation of sections 336 and 516 (b) of the Tariff Act of 
1930 as to any rate negotiated under a trade agreement. 

In 1951 in an act extending the operation of the Trade Agreement 
Act of 1934, Congress restored the provisions of 516 (b). The provi- 
sions of section 336 are still inoperative as to any rate adjusted under 
the Trade Agreement Act. 

In the President’s message on the state of the Union, he intimated 
that our expansion of foreign trade was to be accomplished without 
injury to our domestic industries. Certainly, if foreign-made mer- 
chandise can be sold in this market at less than the cost of production 
of its American competitive product, industry has to be injured. 

It was against this kind of competition that section 336 operated. 

If the administration really intends to administer the Trade Agree- 
ment Act so that it will not endanger domestic industries, a very 
simple means of insuring this would be to reinstate the operation of 
the ‘provisions of section 336 of the Tariff Act of 1930. 

Many of the industries which I represent have spent millions of 
dollars on research and the equipment of their plants with the most 
modern and efficient machinery, yet the proponents of H. R. 1 would 
have us believe that American industry is operating in the horse and 
buggy era, and that if American industries cannot increase their 

roductivity to a point where they can compete with cheap foreign 
ker. they should shift into other fields of endeavor. 

Does the administration propose that if an American industry 
cannot operate with a 50-percent tariff, it should junk its equipment 
and years of know-how and investment, and start over in some other 
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field of activity? What fields? The chosen fields of some of those 
“foremost American industries” which are frequently spoken of as 
prospering in international markets? 

It is true that some of our “foremost American industries” do thrive 
in international markets, but that may not altogether be so because 
of efficiency in operation, as it is to the fact that some members of 
those “foremost” industries hold American-owned patents which af- 
ford them protection from any competition the world around. That, 
it would appear, might apply to the automotive, typewriter, washing 
machine, and business machine industries. Few of these industries 
need tariff protection. Our Government gives them a monopoly 
through their patents, and by that means protects them from foreign 
competition. 

Furthermore, the administration now proposed to subsidize the 
establishment of foreign low-labor-cost plants by United States capi- 
talists through giving them a reduction of 14 percent in their taxes 
on profits derived from such plants. If that is done, how long will 
it be before many small United States producers will find themselves 
competing with their own countrymen who are producing abroad, at 
low labor costs, and an income-tax subsidy of 15 percent; products 
which they are able to ship back into the United States under the 
mere token rates of duty proposed in H. R. 1? Why, under such 
conditions, would any United States manufacturer, who has the capi- 
tal with which to establish a plant abroad, continue to operate his 
plant, and employ high-cost labor in this country ? 

The Trade Agreements Extension Act of 1954, approved July 1 
1954, section 2, reads: 


? 


Sec. 2. No action shall be taken pursuant to such section 350 to decrease the 
duty on any article if the President finds that such reduction would threaten 
domestic production needed for projected national defense requirements. 

It will be seen that under this provision it leaves with the President 
the obligation to find that a reduction would threaten domestic pro- 
duction and national-defense requirements. This has been construed 
to mean that only the President may make such a finding. 

This would seem to be one of the facts inherent to a finding by the 
Tariff Commission under the escape-clause provision of existing law, 
which would place the jurisdiction within the Tariff Commission to 
make a factual finding in this respect and to receive evidence leading 
to such a finding. 

As this provision is now administered, it permits of an arbitrary 
finding on the part of the defense administration, without a factual 
finding, or an opportunity on the part of the domestic industries to 
offer testimony as to defense necessities. 

Certainly, the Congress does not intend to abolish an industry 
necessary to national defense. To insure this, it should include in 
H. R. 1 a provision requiring the United States Tariff Commission 
to make a finding in its recommendation to the President upon this 
fact. 

The administration has repeatedly urged privately sponsored re- 
search into the production and consumption of many of our domesti- 
cally produced materials and articles of commerce. H. R. 1, I feel, 
would have the effect, intentionally or otherwise, of reversing their 
policy, as it bids fair to turn over to foreign producers a very material 
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share of the United States market to the marked detriment of Ameri- 
can industry and labor. 

_To digress for a moment from the foregoing line of thought, it is 
difficult to understand why the 84th Congress would be willing to 
go to the extremes of H. R. 1 to placate GATT, when prior sessions 
of Congress have repeatedly refused to ratify GATT in their trade- 
agreement extensions. 

My closing observation is that our present United States econom 
is gaited to mass production and increasing consumption. If this 
bill is enacted into law, and the contemplated reductions are put into 
effect, what is to become of those domestic industries with factories 
in towns of 50,000 population or less, where that is the only source of 
steady employment in those towns? Are the displaced workers to 
be subsidized or pensioned by our Government. If that is contem- 
plated, with a consequent shrinkage in tax receipts, from what source 
will the income with which we accomplish that objective be obtained ? 

My clients and I feel that if this bill is enacted into law, and the 
contemplated reductions are made, it will have a grave effect upon our 
economy. For this, and the other reasons I have given here, we 
earnestly urge that H. R. 1 be not enacted into law. 

The CHarrMan. Does that complete your statement, Mr. Lerch? 

Mr. Lercu. It does, Mr. Chairman. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Reed of New York will inquire. 

Mr. Reep. I am glad to see you here, Mr. Lerch. I have here 
Resolution No. 22 of the Twenty-ninth Women’s Patriotic Conference 
on National Defense, Inc. Itsays: 


Whereas United States participation in the international General Agreement 
on Tariffs and Trade, GATT, permits review by foreign nations of the acts of 
Congress and Presidential proclamations concerning American foreign-trade 
policies, thus giving them power of regulating American industry; and 

Whereas the published plan of World Federalists calls for dividing the 
resources of the world for a universal, necessarily low, living standard, thus 
destroying the high standards and natural resources of the United States: 
Therefore be it 


Resolved, That the Twenty-ninth Women’s Patriotic Conference on National 
Defense, Inc., urges the Congress of the United States to refuse to ratify GATT 
or to participate in any multilateral trade agreement, but to resume its consti- 
tutional responsibility of regulating foreign trade in the national interest. 

Do you agree with that? 

Mr. Lercn. I certainly do. As you well know, I do, Congressman 
Reed. 

The Cuamman. Are there any other questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Srwpson. Mr. Lerch, have you made an analysis of H. R. 1? 
Do you know what the bill means? 

Mr. Lercn. I think I do. 

Mr. Suwpson. We have had no analysis presented to the committee 
or explanation of many of the sections in it. Is your analysis in 
such shape that you would undertake to tell us what on page 3 of the 
bill, sections (a) and (b) mean? Istherea greater grant of authority 
to the Executive in this bill than there was in any of the previous trade- 
agreement acts? 
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Mr. Lercu. I think there is no question about that. 

Mr. Srwreson. That is the int I wanted to get. 

Mr. Lercu. In other words, it almost makes mandatory an exercise 
of power, which the Constitution in my judgment reserves to this body, 
by the President in an arbitrary manner. 

In other words, take the sections which reduce by progressive 5-per- 
cent reductions. There is no yardstick, no measurement, as to how or 
why or just how far they may go. 

Mr. Stupson. The discretion remains with the President, however. 
There is no inhibition on his part as there was in section 336 of the 
Tariff Act of 1930, which was held to be constitutional because Con- 
gress delegated fact-finding powers to be executed by the President. 

If I indeobeaest section 336, it is not operative today. Is that be- 
cause of a change in the law, or what is it? 

Mr. Lercu. It was suspended as to all items on which the trade 
agreement operated. In other words, it was all reductions under trade 
cattaen It has never been reinstated, as has section 516, the right 
of a manufacturer to protest. 

Mr. Suvrson. Do you recommend that there be an amendment put 
in the ey, if this law is to be extended, which would reactivate that 
section ¢ 

Mr. Lercu. That is section 336 of the Tariff Act of 1930. I not only 
recommend it, but as I said in my talk just a minute ago, if the 
President is going to play in good faith in what he said in his mes- 
sage, it is almost mandatory because that would permit a domestic 
manufacturer who felt that he was injured under a concession to 


have an investigation, such as is made under the escape clause. Or, 
if an exporter found that he was not properly treated, he could invoke 
the jurisdiction of the Tariff Commission under section 336, and have 
a cost of production See, made of the costs abroad and the 


costs here and the rates equa 
amount. 

Mr. Stuwrson. Having made that examination on the part of the 
Tariff Commission, and having reached a conclusion, would that in 
it self provide protection for the complainants or would there have 
to be other action taken ? 

Mr. Lercu. Under that section, Mr. Simpson, it provides that a 
factual investigation be made of foreign costs in the principal com- 
peting foreign country and also in the industry here, and that they 
adjust the rate up or down within 50 percent. 

Mr. Srupson. Is it mandatory to adjust the rate? 

Mr. Lercu. No. The Tariff Commission under that makes its 
factual finding and forwards it to the President who proclaims it. 

Mr. Stupson. If he sees fit to, or must he do it? Under the escape 
clause, the President need not follow the findings of the Tariff Com- 
mission, as you well know. Under this section 336, what is the 
provision ? 

Mr. Lercu. It says he shall proclaim it. 

Mr. Srupson. Thank you very much. 

The Cuatrman. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapiak. Mr. Lerch, you mentioned a number of clients that 
you have here today. The first one is listed as the American Manu- 
facturers of Thermostatic Containers. Would you enlarge upon that 


ized or adjusted to exactly equalize that 
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group forme. I ask the question because I wondered if the American 
Thermos Co. of Norwich, Conn., is among them. 

Mr. Lercu. They are. 

Mr. Sapuak. Is it a fact that there are only three manufacturers? 
The others are the Landis, Frary & Clark, in New Britain, Conn., and 
the Aladdin Industries of Nashville, Tenn. 

Mr. Lercu. That is correct. 

Mr. Sapiax. And as you well know, they are tremendously con- 
cerned about what might happen, not only in H. R. 1, but the impend- 
ing agreements to take place in Geneva. If I understand correctly, 
they have never been tampered with previously. 

Mr. Lercu. That is true. 

Mr. Saptax. And in eastern Connecticut, where the American 
Thermos Bottle is located, some 1,000 employees would be affected. 
In the workings of the extensions which might be granted in Geneva 
and which will be detrimental to these containers, and also the super- 
imposing effect of H. R. 1, then it is possible that the American 
Thermos Co. of Norwich, Conn., will have to close its doors, although 
it is the primary industry of that community and will have a serious 
effect upon the entire community. 

Mr. Lercu. My information, Mr. Congressman, is that if the pro- 
vision of that act to reduce the rate to 50 percent—our rate is some 
slightly over 50 percent—it would close our doors. , 

In addition to that, H. R. 1 makes mandatory a successive 5, 5, and 
5 percent. 

{r. Saptax. Their immediate problem though, Mr. Lerch, as I 
understand it, is that they are concerned about what might happen 
in Geneva in February; is that not so? 

Mr. Leroux. That is right. 

Mr. Sapa. Is it also a fact that you had in mind in your state- 
ment these companies, because they were companies that did not make 
wage increases, as perhaps by analogy the automotive industry, now 
find themselves where they are unable to reduce in order to stand 
competition which might ensue as a result of these acts. 

Mr . Lerou. In the thermostatic container Raney they have 
mechanized and raised their wages to a point where they have now 
reached the maximum wage and the most complete mechanization. 
They cannot improve on that. So that any cut in the rate of duty— 
and the fact they have not cut so far, although many treaties have 
been negotiated, is evidence of the need of the existing rate—any cut 
would be disastrous. 

Having reached the height of mechanization with their very great 
investment in both machinery and know-how, it just cannot be cut 
at Geneva, or under the terms of this bill, without almost closing 
the doors of those companies you have just referred to. 

Mr. Sapiax. Their most serious competition, as I understand it, 
comes from both Switzerland and Japan. 

Mr. Lercu. That is true. 

Mr. Saptax. There is a possibility that they might be used as, per- 
haps, a bargaining instrument at Geneva, because the Japanese do not 
make a product as good as the one we make here, although the Swiss 
do. There is a possibility that they might be the instrument which 
ie be used there at Geneva to make some concession, perhaps, to 
the Swiss. 
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Mr. Lercu. The facts as you state them are true. But Japan is 
becoming more and more competitive, inasmuch as they are buying 
American machinery and mneehiatiaiie their industry, which is very 
largely now a hand industry. When they do, they will become far 
more competitive. 

Mr. Sapuak. If what you surmise here will eventuate by reason of 
the GATT treaties and H. R. 1, then we will have lost in eastern Con- 
necticut an industry that came there some 50 years ago. The people 
of the community, as I understand the story, made donations in order 
to bring them into the community. Then the city itself made con- 
cessions to bring them in originally. It is a typically American com- 
pany, having been there for 50 years. It would be compelled to go 
out of existence and we would be stuck with the thousand employees 
who have been happily engaged there for many years. 

Mr. Lercu. Not only that, but to a large extent, as we found out 
in the last war, this is an essential industry, thermostatic containers. 

Mr. Sapiax. Mr. Lerch, I have one final question. Do you feel 
that there has been an adequate opportunity for the thermostatic con- 
tainer companies to present their case before the Tariff Committee 
and the Committee for Reciprocity Information ? 

Mr. Lercu. I hesitate to pass on that. They have had the same 
opportunity that any others had, and they have presented their case. 

Mr. SapLak. From your long experience, do you feel that the setup 
to present a case is adequate ? 

Mr. Lercu. The inadequacies of the whole setup of this last nego- 
tiation was that you had only 3 weeks to do anything. It is impossible 
to formulate a presentation of, or accounting of an industry in any 
3 weeks. 

Mr. Sapiak. Thank you very much. 

The CuarrMan. Are there any further questions? 

In your reference to the General Agreement on Tariff and Trade, 
commonly referred to as GATT, are you referring to the negotiations 
now underway in Geneva? 

Mr. Lercu. No; I meant the general arrangement of GATT. That 
is the institution of these various nations, operating in Geneva now. 
It is not the présent negotiations. I meant GATT as a forum. 

The CuHarrman. You are criticizing GATT as a forum ? 

Mr. Lercu. Absolutely, and we never joined it. Congress has spe- 
cifically refrained from joining it. 

The Cuairman. Of course, there might be considerable controversy 
about that, and I will not go into it now. 

In negotiations going on in Geneva now with respect to GATT, 
they are concerned with the operational features, and rates and duties 
are not involved in those negotiations at all. You know that; do 
you not? 

Mr. Lercu. As you state it, Mr. Chairman, we could go into that. 
I don’t agree with it. 

. The CuAirMAN. Do you understand that the question of rates and 
duties is being considered in the negotiations going on? 

Mr. Lercu. They will very materially be affected by what is now 
going on in Geneva. 

ie CHAIRMAN. But the rates and duties are not being dealt with 
there? 
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Mr. Lercu. Not at the present time, as I understand it, but they 
will be. 


The Cuarrman. But they are not now. Have you always opposed 
the trade-agreements program ? 

Mr. Lercu. I will put $2 on that one, Mr. Chairman. 

The Cuarrman. And you are still opposed to it ? 

Mr. Lercu. Yes, sir. 

The Cuarrman. And always will be opposed to it? 

Mr. Lercn, Amen! 

The Cuarrman. All right. Thank you. 

The committee stands adjourned until 2 o’clock. 


(Whereupon, at 12:45 p. m., the committee was recessed, to recon- 
vene at 2 p. m.) 


AFTERNOON SESSION 


The Cuarrman. The committee will please be in order. 

The next witness appearing on the calendar is Mr. Richard H. 
Anthony, executive secretary, American Tariff League. 

Would you please give your name, address, or the capacity in 
which you appear, for the record ? 


STATEMENT OF RICHARD H. ANTHONY, EXECUTIVE SECRETARY, 
THE AMERICAN TARIFF LEAGUE, INC. 


Mr. Anruony. Mr. Chairman, and members of the committee, my 
name is Richard H. Anthony. Iam executive secretary of the Amer- 
ican Tariff League, Inc., which is located in New York City. 

The Cuarrman. You may proceed with your prepared statement, 


Mr. Anthony, without ee eee 


Mr. AntHony. Thank you, Mr. Chairman. 

Congress is being urged to pass H. R. 1 as an instrument of United 
States foreign policy. According to the Secretary of State, H. R. 1 
“will promote the security and welfare of the United States,” which 
“cannot be achieved without cooperative relations with other nations.” 

The passage of H. R. 1 is also being urged as a means of obtaining 
commercial advantage for certain segments of the United States econ- 
omy. The Secretary of Commerce told your committee that— 
we should continue the trade agreements legislation for the same reason as it 
was started in the first place—as an important export promotion measure. 

Of course there is no guaranty that the enactment of H. R. 1 would 
accomplish either of these cross purposes. It is not a direct, positive 
approach to the underlying economic preblems of other countries and 
it would not, of itself, promote our exports. It permits the further 
lowering of our tariffs on the theory that other countries will take 
advantage of our markets and will ease their manifold restrictions 
against our goods. 

The theory cannot be proved to have worked that way before. Our 
tariff level has fallen 70 percent since 1934 and there are now more 
restrictions raised against us abroad than when the trade-agreements 
program started. 

The only certainty ahead if H. R. 1 is enacted is that United States 
tariffs will be cut. The American Tariff League represents industrial 
and agricultural producers, some of whom are claiming injury due to 
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past reductions, many of whom are extremely apprehensive over the 
effect on them of the contemplated trade agreement with and for the 
benefit of Japan, and all of whom see potential danger to them in the 
provisions of H. R. 1. 

Their fears are justified by the earlier testimony on this bill. The 
Secretary of State said, “The bill is drafted so as to cushion our econ- 
omy against undue shock by reason of competitive imports.” But, 
apparently, shock is due to some degree. Most witnesses who mini- 
mized the danger of injury from further tariff cutting pointed out 
that the peril-point and escape-clause provisions of the trade-agree- 
ments laws were not repealed by H. R. 1. 

They neglected to say that the peril-point provision has yet to be 
tested in multilateral tariff negotiations and that the escape clause 
has been invoked only five times since it was first included in the 1943 
agreement with Mexico. 

In view of the doubtful advantages to be gained abroad from the bill 
and the prospect of disadvantages to producers at home, we must point 
out that H. R. 1 is so complicated that it is difficult to envision all of 
its ramifications. We have yet to see an official analysis of its provi- 
sions and their relationship to present laws. 

The bill appears to extend and enlarge the President’s authority to 
enter into executive agreements which would become law without being 
referred to Congress for ratification, and to permit the President to 
cut certain tariffs on his own, regardless of any trade agreement, an 
entirely new grant of power. 

H. R. 1 also provides authority for a new type of trade agreement, 
that is, the one about to be negotiated with Japan and other countries 
not yet named. Heretofore our agreements, bilateral or multilateral, 
have been negotiated on the basis that other countries would make 
tariff concessions for the benefit of the United States in return for 
tariff concessions we made tothem. That was the kind of quid pro quo 
intended under the trade-agreements program, although in practice 
we often gave more than we received. 

Under the contemplated agreement with Japan and third countries 
the announced objective is to provide export markets for Japan. That 
is, it is proposed that we reduce our tariffs on items of interest to 
Japan and to third countries, in return for which those third countries 
would reduce their tariffs on items of interest to Japan. 

H. R. 1 expressly provides authority for the President to enter into 
this wholly new type of agreement after June 12, 1955. 

The league has always maintained that the executive trade-agree- 
ment method of setting tariffs is potentially irresponsible and unde- 
sirable. The new form of agreement with Japan and third countries 
is even more irresponsible and undesirable than earlier agreements 
because by design we intend to trade away our tariffs, and hence our 
bargaining power, without getting any comparable advantages for 
our exports 1n return. 

While we do not favor the executive-agreement method, if Congress 
should determine to extend the President’s basic authority to enter 
into trade agreements we urge that it do so within the terms of the 
current 1954 extension and not embark upon these wholly new con. 
cepts of delegated powers. 
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The Secretary of State said the bill “will enable the United States 
to make a new start in promoting freer trade policies on the part of 
other nations,” but he did not say just what program was contem- 
os It seems to us that Congress ought to know what the executive 

ranch intends to do with these broader powers before enacting them. 

The Secretary also said, in answer to questioning, that it was hoped 
that the current revision of the General Agreement on Tariffs and 
Trade would be completed in February, and that it would be sent to 
Congress. 

It seems to us that Congress ought to have a look at that revision 
before considering those provisions of H. R. 1 which appear to give 
the President authority to commit the United States to a revised 
GATT to a degree not entirely clear. 

We refer to the language appearing on page 2, lines 21-25, and 


page 3, lines 1-8, which H. R. 1 would add to the President’s current 
asic authority— 


to enter into foreign trade agreements with foreign governments or instrumen- 
talities thereof. 


The new language would cover agreements, quoting from the bill 
itself— 


containing provisions with respect to international trade, including provisions 
relating to tariffs, to most-favored-nation standards and other standards of 
nondiscriminatory treatment affecting such trade, to quantitative import and 
export restrictions, to customs formalities, and to other matters relating to 
such trade desingned to promote the purpose of this section similar to any of 
the foregoing: Provided, That, except as authorized by subparagraph (B) of 
this paragraph, no such provision shall be given effect in the United States in 
a manner inconsistent with existing legislation of the United States. 


The earlier part of the new language is descriptive of the commer- 
cial policy section, that is, the substantive provisions of GATT. The 
proviso is in the words of the protocol of provisional application of 
GATT which commits a signatory country to apply the commercial 
policy provisions “to the fullest extent not inconsistent with existing 
legislation.” 

The President’s authority, as broadened in H. R. 1, would thus ap- 
parently permit him to commit the United States either, (1), to a 
new GATT protocol; or, (2), to GATT definitively insofar as it does 
not conflict with existing United States law, in either case without 
having to refer the instrument to Congress for ratification. 

The President has promised to refer to Congress the organizational 
provisions of the revised GATT, but not its substantive provisions, 
that is, not its commercial policy section. In the revisions of GATT, 
now going on behind closed doors at Geneva, the two parts may be 
separated. Only the organization part may be sent to Congress. 
The United States could be committed to the substantive part by 
executive agreement under the broad powers of H. R. 1. 

The proviso that appears to safeguard existing United States law 
is illusory. If Congress subsequently passed laws at variance with 
GATT provisions the United States would be in the position of having 
breached the agreement. 

The attention of your committee has already been drawn to the pos- 
sibility that H. R. 1 might permit an agreement ending United States 
quotas on agricultural products under section 22 of the Agricultural 
Adjustment Act, or otherwise. These quotas constitute one of the 
bones of contention at Geneva, according to recent press reports. 
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Another way in which the intent of Congress could be circumvented 
under the powers of H. R. 1 is in connection with the escape clause. 
Existing law states, as a principle, that the United States may with- 
draw concessions if an American producer is injured, and it pro- 
vides for the mechanics of processing escape-clause applications 
within the United States. 

Our law does not state how the escape clause may be invoked in 
GATT, nor whether the United States will submit to GATT rulings 
and accept as final retaliatory measures of other countries, or penalties, 
should we withdraw a concession. 

The GATT escape-clause machinery is part of the substantive GATT 
provisions, now being revised. Suppose the revision provided or per- 
mitted, for example, when one country invokes the escape clause and 
withdraws a concession, that GATT could impose monetary damages 
on that country for the benefit of other countries interested, or simply 
as a penalty. Under H. R. 1, the United States seemingly could 
be committed to such a policy by executive agreement, since it does 
not conflict with our existing law. If Congress later refused to appro- 

riate for any such damages imposed on this country, the United 

tates would be in the position of breaching the agreement. 

This is illustrative of possible situations that ought to be explored 
by Congress before the broad powers of H. R. 1 are bestowed on the 
executive branch. 

It may be thought that the peril-point provisions of United States 
law will prevent injury to American producers and workers, but we 
again remind your committee that the peril point has yet to be fully 
tested in multilateral negotiations. 

We believe Congress should see how the peril-point procedure works 
in the Japanese negotiations before considering H. R. 1, which permits 
additional rate reductions and so increases the risk of injury to Ameri- 
can producers and workers. 

Congress last year set the United States Tariff Commission the 
task of studying all the tariff schedules with a view to their mod- 
ernization and simplification, without changing the rates, if possible. 
Being aware that the task might be formidable, Congress directed 
the Commission to file an interim report with your committee and 
the Senate Finance Committee by March 15, 1955, on the progress 
made, the difficulties encountered, and on suggested standards and 
methods for proceeding further. 

We believe your committee should have the benefit of that interim 
report before acting on H. R. 1 which would permit a proliferation 
of rates and categories of commodities for customs purposes. 

a short, there are compelling reasons for postponing consideration 
of H. R. 1. 

It has been suggested that the passage of H. R. 1 would give a 
psychological boost to the morale of our friends abroad. We think 
that point debatable. However, we know that its passage will depress 
the morale of a considerable portion of American labor, American 
agriculture, and American industry. 

Under its alternative approaches, H. R. 1 permits the reduction 
of every single United States tariff rate, whether or not it has been 
reduced before, and whether or not it is adequate to safeguard domestic 
workers and producers. 


57600—55— pt. 162 
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The 15 percent reduction provision has its genesis in the so-called 
French plan presented to GATT a few years ago as an across-the- 
board tariff-cutting scheme. It could be used to reduce again rates 
already reduced partially or fully under previous extensions of the 
Trade Agreements Act. 

The provision for reducing by 50 percent rates on items being 
imported in negligible quantities has no definitions or criteria so that 
the extent of its use cannot be foreseen. This is the provision the 
President may invoke on his own, without any relation to a trade 
agreement and without submission to Congress, a new concept of 
delegated tariff-making power. 

The provision for reducing rates above 50 percent to that figure per- 
mits lopping off any rate above an arbitrary level, based on a repre- 
sentative period not otherwise defined. This provision is obviously 
based on the erroneous assumption that all rates above a certain level 
can be characterized as undesirable. It is our view that each tariff 
rate must be judged on its own merits, considering the purpose for 
which it is set. 

This three-pronged attack on tariff rates, after the single approach 
in all the extensions to date, suggests to league members that a mop- 
ping-up operation is intended on our tariff structure. They are 
understandably apprehensive. 

The bill is being offered to advance our national interest, and we 
recognize that our national interest has its international aspects. We 
agree with President Eisenhower’s concise description of the under- 
lying basis for a foreign trade policy, as set forth in his special mes- 
sage of January 10, as follows: 

For every country in the free world economic strength is dependent upon high 
levels of economic activity internally and high levels of international trade. 
No nation can be economically self-sufficient. Nations must buy from other 
nations, and in order to pay for what they buy they must sell. 

Measured by that formula the United States had done its share 
and more. Our tariff level is low. We have a high level of foreign 
trade, even on commercial account. We have a dynamic economy and 
a growing population. For the long term our external trade will con- 
tinue to increase no matter what we do with our tariffs, because, in the 
President’s words, we must buy from other nations and, in order to 
pay for what we buy, we must sell. 

The program envisioned in H. R. 1 has been labeled a moderate one. 
It is certainly a feeble attack on such knotty problems of foreign 
countries as balance of payments difficulties, currency convertibility 
and economic development. 

It may seem a paradox that a law which is ineffective as an attack 
on basic foreign economic problems may have a damaging effect on 
American industry and labor, but it is true. Small quantities of im- 
ports of a commodity, particularly from such low wage countries as 
Japan, can disrupt the price structure, the merchandizing channels, 
the production schedules, and hence the employment and prosperity 
in the American industry producing a competitive commodity. 

When uncertainty over tariff action permeates American agriculture 
and industry, and when unemployment, loss of production, and curb- 
ing of capital expansion are spotted here and there throughout the 
country, there will be present the ingredients of general economic 
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distress. Added to any setbacks due to purely domestic causes, injury 
from tariff cuts may set off a downward trend in the national level of 
prosperity. 

Yet, while the wholesale tariff cutting which H. R. 1 invites might 
imperil our economy, it will not: create the American supermarket 
for foreign goods which our friends abroad have been led to expect. 
The American market cannot be a substitute for the natural, tradi- 
tional outlets for such exporting countries as Japan, unless we are 
willing to disband whole industries here, rearrange the population, 
and bid farewell to certain worker and management skills important 
to a diversified economy and national security. 

By intimating that further cutting our already low tariffs is going 
to ease the problems of other countries, we give them false hope and 
Jay up ill will for ourselves. 

Because H. R. 1 is an ineffective instrument of our foreign policy, 
because it bestows on the executive branch unprecedented authority 
and broader powers than Congress has heretofore seen fit to delegate, 
because it invites a wholesale reduction of our tariffs, with ever greater 
risk of injury to American workers, farmers, and producers, and 
because the hurry to push this bill through Congress prevents a careful 
study of its relationship to many pending soneeiale yet unrevealed, 
we urge that H. R. 1 not be enacted. 

The CHarrmMan. Does that complete your statement, Mr. Anthony ‘ 

Mr. AntrHony. It does, Mr. Chairman. 

The CHatrmMan. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Mr. Reep. I would like to congratulate the gentleman on his very 
fine paper. 

Mr. Antuony. Thank you, Mr. Reed. 

The CHarrman. Are there further questions? 

Mr. Mason. Mr. Chairman? 

The Cuairman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. I just want to say that I consider your statement a 
very clearcut analysis of the problem before us, and it does definitely 
point out potential or possible dangers in the passage of this act. 

Mr. Antuony. Thank you, Mr. Mason. 

The CuHarrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness is Mr. George J. Burger, vice president, National 
Federation of Independent Business. 

Come forward, ten Mr. Burger. Mr. Burger, some of us have 
the privilege of knowing you very pleasantly, but will you please 
follow the usual custom of giving your name, address, and the capacity 
in which you appear, for the record? 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS 


Mr. Burcer. Thank you, Mr. Chairman. I am George J. Burger, 
vice president in charge of legislative activities, National Federation 
of Independent Business, 740 Washington Building, Washington, 
D. C. Our national headquarters are located in Burlingame, Calif. 
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We also maintain division offices at New York City, Cincinnati, and 
Chicago. 

It must be understood by Members of Congress that no officer or 
group of officers is permitted to speak for the federation as to its posi- 
tion on any legislative or economic problems unless so directed by a 
nationwide poll of our members. The entire membership is polled and 
the results of these polls give the executive officers the authority to 
act and speak for the members. 

I am appearing in opposition to any further extension of the re- 
ciprocal trade agreement. I am basing this action on recent polls of 
our membership, instituted by the federation. For example, in Man- 
date Bulletin No. 169, we polled our members on H. R. 6780, intro- 
duced by Congressman Mack, “A bill to protect American business- 
men and their employees from cutthroat foreign competition caused by 
dumping of foreign products on our markets by low-wage, low-living- 
standard foreign producers.” The results of the poll on this bill were 
as follows: 80 percent for the proposition, 16 percent against it, and 
4 percent no vote. 

(The excerpts from the “Mandate” follow :) 


3. H. R. 6780 (Mack). A bill to protect American businessmen and their em- 
ployees from cutthroat foreign competition caused by dumping of foreign prod- 
ucts on our markets by low-wage, low-living-standard foreign producers. 

This bill would give United States businessmen and their employees the right 
to ask for protection against dumping of low-cost foreign goods into our own 
domestic trade channels of business, before the State Department makes inter- 
national trade treaties. 

3. Pro: Under present and proposed reciprocal trade treaties, increased quan- 
tities of goods from many low-wage, low-living-standard foreign countries are 
being dumped in the United States. As a result, many American business- 
men are failing and many American: workers. are.losing their jobs. Unless our 
domestic industries remain strong and their employment is maintained at a high 
level, there can be no continued national prosperity, and without this prosperity 
we cannot remain the leader of the free world we are today. 

Con: This is a plea for our Nation to return to the old high tariff policies which 
have caused so much turmoil in the world. As a nation we realize we have to 
export in order to maintain our prosperity. But to have a healthy export busi- 
ness we must import. And we can’t import if we boost tariffs high every time 
American businesses suffer. This bill places our Nation in the position of seeking 
the right to compete freely in foreign markets, yet of denying foreigners the 
same right in our own land. 

3. H. R. 6780. Protect American business and labor against dumping of foreign 
goods into our markets: 


Against 
No vote 
In Mandate ballot No. 205 we polled our members on H. R. 8585, 
introduced by Congressman Gross, which would “forbid excessive 
imports of goods which are in surplus supply in our domestic markets.” 
The results of the poll were 67 percent for, 28 percent against, and 5 
percent no vote. 
(The excerpts from the “Mandate” follow :) 
2. H. R. 2949 (Gross, Iowa). Forbid excessive imports of goods which are 
in surplus supply in our domestic markets. 
2. Pro: This bill would help prevent the United States from becoming a dump- 
ing ground for the products of cheap foreign labor. It would complement tariff 
restrictions on unfair foreign competition. Under the bill, the Secretary of Com- 


merce would be permitted to stop imports of commodities which are in surplus 
supply on the domestic market. Stiff penalties would insure compliance—either 
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a $20,000 maximum fine, or 5 years in jail. The Secretary would use this power 
under the supervision of Congress and the President. 

2. Con: This bill is a wonderful instrument for the spreading and strengthen- 
ing of communism. It assumes that all the people in the world outside the United 
States exist merely for the welfare of our Nation. It ignores the fact that we 
must trade freely with other nations ‘fer our own welfare, that we cannot treat 
foreigners as serfs or slaves. It ignores the fact that to trade we must buy as 
well as sell. We cannot sell unless we buy—unless we want to stand hitched 
for an unlimited foreign-aid program. 


2. H. R. 2949. Stop imports of goods in surplus supply on our markets: * ‘ 
ercen 

67 

AmpnreeGs . oisk 5 Jan aie eetaoen eel. ates heteitiens tas 28 

No vote 5 

In Mandate Bulletin No. 197, we polled our members on H. R. 2949, 

introduced by Congressman Baker, to provide that “Federal Govern- 

ment help States to pay jobless benefits for workers unemployed as a 

result of international trade agreements.” The results of this poll were 
20 percent for, 76 percent against, and 4 percent no vote. 

The excerpts from the “Mandate” follow :) 


2. H. R. 8585 (Baker, Tennéssee): Federal Government help States to pay job- 
less benefits for workers unemployed as a result of international trade agree- 
ments. 


2. Argument for: It’s estimated that more than 300,000 workers are unem- 
ployed because our Government refuses to curb increasing imports of foreign 
goods. This unemployment will rise as the inflow increases. The unemployed 
seek compensation from their State funds. In some cases unemployment funds 
are overtaxed dangerously. Private business dwindles as unemployed become 
broke. Increased State benefits could mean higher State taxes. States should 
not be expected to pick up the check for the Federal Government’s trade policies. 
In fairness the Government should help out. 

2. Argument against: Federal Government should not be expected to pick up 
the tab for unemployment following trade agreements. Experience shows that 
in long run free trade increases employment all around. It certainly aims to 
promote greater prosperity. Perhaps there is some short-run suffering in certain 
areas. But this should prod business and labor to greater efficiency or to work 
on other products which they can produce better. Did the carriage industry 
ask Government aid in early years of autos? Change promotes dislocation. But 
many times it promotes better living. 


2. H. R. 8585. Government help States pay unemployment benefits: 


Percent 


No vote 


It should be self-evident, Mr. Chairman and members of the com- 
mittee, that the feeling of the typical small-business man reflected in 
this poll is that small business is not interested in any handouts or 
subsidies from the Federal Government or the States. 

The mandates referred to above are attached hereto as permanent 
exhibits in connection with this testimony. 

Mr. Chairman, I have these mandate ballots here and the questions 
marked for the review of the committee, if they so desire. 

Mr. Reep. Would you like to make those a part of the record, Mr. 
Burger ? 

Mr. Burcer. I would, Mr. Reed, the questions. 

The CuatrMan. It seems like rather voluminous printed matter. 
Do you mean just the questionnaire? 

Mr. Burcer. Yes. 








962 TRADE AGREEMENTS EXTENSION 


The Cuarrman. I think it would be better if you confer with the 
clerk as to what you want placed into the record. It would be more 
clearly understood. 

Mr. Burerr. Thank you, Mr. Chairman. 

Our Nation has been most charitable during the past decade or 
more in its financial aid to nations throughout the world. Billions 
upon billions of dollars have been appropriated and spent by the 
Federal Government in the hope of rehabilitating the economy of 
these foreign nations. 

It is significant and important to note in recent comments from 
foreign correspondents of leading newspapers of this Nation the 
reports state that many of the nations who have been aided have 
shown considerable improvement in their economic situation, some 
nearly equaling peacetime records and even exceeding them. I think 
a review of the comments recently expressed by that competent corre- 
spondent, Michael Hoffman, of the Bela York Times, will verify the 
statement I have just made. 

In the course of our daily contacts with our small-business member- 
ship throughout the Nation, we have been notified of the serious im- 
pact on their own individual businesses due to the excessive imports 
of foreign goods, for example, motorcycles, bicycles, and tinfoil, et 
cetera, in which some of our people made the report that it was com- 
ing from behind the Iron Curtain countries. More recently, from 
membership in the State of Texas, complaints have come in of ex- 
cessive importation of Egyptian cotton. I could go on and relate 
the reports from many other producers or distributors in small busi- 
ness of this Nation who have registered protest against the excessive 
imports of cheap foreign s, all tending to reduce their position 
in the production or distribution field. 

We believe that the reciprocal trade arrangement has gone far 
enough and that this power should now revert back to the Congress 
and the Tariff Commission where it rightfully belonged in the first 

lace. 
re Our interest, Mr. Chairman, is to protect the people we represent, 
the independent businessmen, and indirectly thereby American em- 
ployment generally, and in this respect, to show the actions of the 
federation, I respectfully request that the attached copy of a paid 
advertisement of the federation which appeared in the press nation- 
wide, be made a part of this testimony. 

In conclusion, we respectfully request. that you vote “No” on the 
extension of the reciprocal-trade agreement. 

The Cuamman. Does that complete your statement, Mr. Burger? 

Mr. Burcer. This is the statement, Mr. Chairman. 

The Cuarrman. Does that complete your statement to the 
committee ? 

Mr. Burcer. Yes, Mr. Chairman. 

The CuarrMan. We thank you for your appearance and the infor- 
mation given the committee. . 

I would like to ask you one question for information. You referred 
to Egyptian cotton. That is subject to an absolute quota; is it not? 

Mr. Burcer. I do not know. But the report came in, Mr. Chairman, 
just within the last 60 days from a southwestern part of Texas. 
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The CuatrMan. I think if you will investigate it, you will find it 
is subject to an absolute quota and, of course, the quota could not be 
exceeded. 


Mr. Burcer. I have taken it up with the State Department, but I 
have not received an answer. 


Mr. Reep. You made a request concerning a newspaper statement. 
Mr. Bureer. Yes; that is it. 

Mr. Reep. I ask that that be included in the record. 

The CH4rrMaNn. Without objection, it is so ordered. 

(The matter referred to follows :) 


To Arms! TO ARMS! THE TURNCOATS ARE COMING 


POWERFUL, HEAVILY FINANCED FORCES SEEK TO DESTROY THE PROTECTIVE RAMPARTS 
OF UNITED STATES TARIFF LAWS 


Back in that April night, those who awakened to hear the alarm sounded by 
Paul Revere from horseback, “To arms, to arms, the Redcoats are coming,” did 
not stop to discuss theoretical philosophy. All those early Americans knew was 
that an attempt was underway to take from them those things which belonged to 
them. That was sufficient reason for immediate action. 


Today immediate action is needed to protect what is yours 


Even as you read this, the turncoats of America are working to destroy the 
United States tariff laws, the only protection you have against economic sav- 
agery. Why do we say “turncoats’? Because the promoters of this plan for 
your ruin have turned their backs on the principle that made America great. 
This invasion is being promoted both from within and without the borders. 


They do not care what happens-to the American economy 


Great interests, who started in America under the full protection of United 
States tariff laws, have now acquired plants and investments in Europe and the 
rest of the world. While they grew great, they were protected from cheap 
imported competition. Now they have turned their coats, want to flood the 
United States market with goods made by cheap labor in their foreign plants. 


Do not be misled by publicly shed crocodile tears 


Both domestic and foreign agents of these interests are asking you to consider 
“Lo, the poor European. He can’t sell what he can make because Americans 
cannot buy his products without paying a duty. Aren’t you as an American 
ashamed to keep your market to yourself?” 


Let’s discard emotions and look at the hard facts 


America is a rich market. With less than 7 percent of the world’s population, 
Americans own twice as many automobiles, twice as many telephones, for ex- 
ample, as all the rest of the world put together. But this did not happen because 
Americans are supermen. 


European nations have never tried to solve their problem 


America became a rich market because free enterprise made it possible for 
every Tom, Dick, and Harry to make money to buy homes, cars, radios, television, 
other goods that in turn furnish employment. But cartels of Europe stamped 
out free enterprise. Lack of opportunity promoted communism. It also ruined 
the ability of the European market to buy goods. 


Do you want America to be a European colony again? 


We fought to break the political and economic bonds that made the Nation a 
colony of Europe. Now, European cartels, allied with a few American firms who 
have joined with them, seek to make America an economic colony of the European 
cartel system. And free political institutions cannot survive in a system that 
permits monopoly control of economic enterprise. 


There can never be world free trade with slave labor 


World free trade is a great ideal. But those who engage in free trade must be 
free themselves. All slave labor is not behind the Iron Curtain. Behind the 
low-wage curtain of European monopoly millions have no opportunity to better 
themselves or even buy the goods they make. 
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Over 99 percent of all Americans will suffer by tariff elimination 

A mere handful, those who have plants abroad, will profit by the elimination 
of United States tariff laws. All other Americans in all walks of life will suffer. 
The end of America as a prosperous nation will be but a short distance down the 
road. And it is a road of no return. 


SELECT THE CATEGORY BELOW THAT YOU FALL IN, AND JUDGE FOR YOURSELF WHAT 
ELIMINATION OF TARIFF LAWS MEANS TO YOU 


Do you depend on wages or a salary? 


Can you compete with goods flooding the country made by labor receiving $5 
per day or less? Also bear in mind, you would still have to pay your propor- 
tionate share of taxes. 


Are you in the wholesale business? 


Then you know the future of your company depends on the starting of new 
retail establishments, formed by the savings of people now working on salaries. 
Yet if the standard of living is forced down, there will be no savings. 


Are you a farmer? 


Past experience has shown what unlimited food imports mean to you. Your 
total collapse could only be prevented by Government farm subsidies so huge the 
imagination is staggered, 


Are you in the retail business? 


If so, you know you depend on Americans with the means to buy from you. 
You also know if those people must compete with foreign labor, they will no 
longer be customers. 


Are you a manufacturer? 


If so, you know in many lines, even if labor costs you nothing, that part of 
your overhead that is taken by taxes, by insurance, depreciation, and other fixed 
costs, would still make it impossible for you to compete with cheap foreign 
goods. 


Are you a Government worker? 


If so, you are dependent on people paying city, county, State, and Federal 
taxes. Remember this, Europeans will not pay taxes in America on goods they 
ship into this country. 


Let’s quit being ashamed of a strong and prosperous America 


It’s a common tactie today to try and make Americans ashamed of their 
standard of living as compared to the rest of the world. But remember we have 
given over 30 billions in tax dollars to the rest of the world in a few short 
years. A great deal of this has gone directly to European cartels to make them 
even more powerful. World poverty is shameful, but the shame rests on the 
heads of those who permit cartels and monopolies to keep other people in 
economic bonds. 

Protect your home, your job, your business, your family; fight for a- strong 
and adequate United States tariff system. 

The more than 4 million independent business firms of America, who furnish 
the majority of American employment, invite everyone to join in this battle 
to protect not only a free and independent business system, but also a free and 
independent system of farming and labor. Strong tariff laws are the only 
protection you have against competition from foreign monopolies and cartels 
producing with cheap labor. Remember in Europe they legalize monopolies 
and cartels. Such promotes communism. 

This message, because the issue is so important to everyone, is published as 
a public service by the National Federation of Independent Business with the hope 
of developing sound public opinion. 


NATIONAL FEDERATION OF INDEPENDENT BUSINESS 


The larges individual membership of any business organization in the United 
States—a nonprofit corporation 


Chicago, Il. Burlingame, Calif. Cincinnati, Ohio 
New York, N. Y., Fisk Washington, D. C., Wash- 
Building ington Building 
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The Cuatrman. Mr. Ikard, of Texas, will inquire. 

Mr. Ixarp. I am interested in the statement on the second page 
where you say— 

It should be self-evident, Mr. Chairman and members of the committee, that 
the effects of the typical small-business man reflected in this poll is that small 
business is not interested in any handouts or subsidies from the Federal Govern- 
ment or the States. 

Mr. Burcer. That is right. 

Mr. Ixarp. I am in accord with that statement, too, but it is a little 
difficult for me to reconcile that statement with your opposition to 
reciprocal trade. 

Mr. Bureer. I brought that in purposely, Mr. Congressman, to 
show the neutrality of the Federation itself. If we come before the 
committee on one thing, and we need three polls on the same subject, 
on reciprocal trade, that is the reason I brought that in there. 

Mr. Ixarp. Do you quote that on this statement of forbidding the 
groeanny importing of goods which are in surplus supply in our mar- 

ets ¢ 

Mr. Burcer. There is a pro and con, and the proposition is put to 
the member and he must decide in his own mind. 

Mr. Ixarp. Is that the question that was put to him? 

Mr. Burcer. No, that is a summary of the question. What is the 
number of the mandate? 

Mr. Ixarp. It is No. 197, I guess, at the top of page 2 of your state- 
ment. 

Mr. Burcer. The pro and con is right on the back of the mandate. 

Mr. Ixarp. I am talking about the question. 

Mr. Bureer. That is what 1am saying. This is the question. This 
summarizes the question. They do not vote on this, but they vote on 
the pro and con. 

Mr. Ixarp. They vote on the little form on the other side; do they 
not ? 

Mr. Bureer. Before they come to the decision, they must read the 
pro and the con. 

Mr. Ixarp. But the question is here on this side. On Ballot 197, 
which you just handed me, the second question is: H. R. 2949, stop 
imports of goods in surplus supply on our markets. 

Mr. Burcer. That is right. 

Mr. Ixarp. Is your statement here based on your replies that you 
got to that question ? 

Mr. Burcer. It is tied up with the pro and con. It is tied up ex- 
clusively with the pro and con. If we were to put this question just 
as it stands here without an explanation, it would not be a fair propo- 
sition. 

Mr. Ixarp. The answers that you got to the statement, how do you 
consider them as being opposed to this? 

Mr. Burcer. Because of that legislative action, excessive imports. 

Mr. Ixarp. Would it not follow that if there were excessive im- 
ports of goods that were in surplus supply on our domestic market, 
that some of the proposals in H. R. 1 might take care of that situation ? 

Mr. Buroer. Exactly. 

I want to say one thing further, Mr. Chairman, that I was advised 
to read this telegram that we are now at the present moment in the 
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current mandate, which is in the hands of the membership, polling 
them on H. R. 1. 

Mr. Ixarp. Would you mind reading it? Do you have a copy 
of the question you are asking ? 

Mr. Burcer. No. I have the telegram which just came in the other 


day. 

Mr. Ixarp. I believe that is all, Mr. Chairman. 

The Cuarmman. Any further questions ? 

Mr. Reed of New York will inquire. 

Mr. Reep. In an effort to get more information, I wanted to put 
those questions and their explanations into the record. Others read- 
ing it would like to see definitely what is in there. That is no large 
document. 

The Cuarmman. All of these questions relate to other bills. None 
of thea relate to the bill under consideration here. That is true; is 
it not? 

Mr. Burcer. Exactly. That is why I said, Mr. Chairman, for the 
benefit of the committee that we are still voting in the mail now on 
4 Ri 2: 

Mr. Reep. This shows the Gyemiahd, does it not, that you sent out 
and the explanation carried on them ? 

Mr. Bureer. Yes. 

Mr. Reep. That is why I wanted them in. There is nothing else, 
though, that I can do about it. 

The Cuamman. Are there any further questions? 

Mr. Suwpson. Yes, Mr. Chairman. 

The Cuarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. I understand you represent a lot of small businesses 
in the country; do you not? 

Mr. Burcer. Yes, sir. At-least, we hope we do. 

Mr. Srtmpson. I think you are one of the first witnesses to represent 
the smaller businesses in the United States. 

Mr. Burcer. Yes. 

Mr. Simpson. Speaking generally, you find them opposed to in- 
creasing the same type of foreign tri als as we have been getting re- 
cently; do you not? 

Mr. Burger. Yes, sir. 

Mr. Stwpson. We all believe in small business, of course. 

On page 3, there is reference to the State of Texas, and complaints 
of excessive importation of Egyptian cotton. Then, Mr. Cooper, the 
Chairman, states—and no doubt correctly—that there is an embargo 
ora quota, some kind of a limitation, upon the importation of Egy 
tian cotton which, of course, if that is so, is designed to protect the 
American cottongrower ; is that right? 

Mr. Burcer. That is right. 

Mr. Suwrson. I want. to protect these American cottongrowers, too, 
and I want to protect the American workmen all around. IT am told 
that under this bill there is authority given to the negotiators in the 
State Department, first going to the President and delegated by him 
to the State Department. It says, “to proclaim such modifications 
of existing duties and other import restrictions.” That embargo on 
Egyptian cotton is one of those import restrictions; is it not? 

Mr. Burcer. That is right. 


a ——— —- —- 


a a ho. fe 
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Mr. Soupson. Here we are giving authority to proclaim such modi- 
fications of existing import restrictions or other restrictions, and so 
on. As I read it, and no one has explained this bill to us yet, repre- 
senting the proponents, that ening ti anybody having a protection 
today might possibly lose it by reason of the delegation of authority 
in this bill. 

Mr. Burcer. That is right. 

Mr. Srmpson. Is that your understanding? 

Mr. Burcer. That is the way I understand it. 

Mr. Suupson. That is a very serious situation; is it not? 

Mr. Burcer. We are living with the smaller segment of our econ- 
omy, but with greater numbers. The federation has in the field, I be- 
lieve, somewhere between 150 and 200 men calling on these people every 
day in the week, and Texas is included. They are in common under- 
standing with the reaction they are getting from this stuff. 

Mr. Chairman, and members of the committee, I am not expressing 
my views. I am expressing the overall views as they come into the 
federation from its nationwide membership, as to the impact. 

Mr. Suwpson. Thank you very much. 

Mr. Ixarp. Mr. Chairman ? 

The Cuarrman, Mr. Ikard, of Texas, will again inquire. 

Mr. Ixarp. I would like very much to know where the handouts 
and subsidies are in H. R. 1. 

Mr. Burcer. I would concur with you, Mr. Congressman. I do 
not know. I only brought that into the fact that it related in substance 
to the overall proposition. I do not bring that in as a matter of 
H. R.1. Iam bringing it in on the overall on reciprocal trade. 

Mr. Ixarp. In other words, so that I may understand your position, 
sir, it is that you would not favor any sort of a reciprocal-trade 
program ? 

Mr. Burcer. If I interpret their views, the power should go back 
to Congress and the Tariff Commission, where it rightfully belongs. 

Mr. Ixarp. That is what is difficult for me to understand, when 
you say it should go back to Congress, and we sit here as a congres- 
sional committee considering this problem. I do not know how much 
further back to Congress it could go than in this room. 

Mr. Burcer. I would believe now, from the witnesses I have heard 
here—not that they are going to influence my opinion one way or 
the other—that the power that is being discussed is the power that 
would be taken away from the Congress through this act, and the 
power turned over to the State Department. Am I right or wrong? 
I am not a lawyer and cannot speak on the legal aspects of it. 

The Cuareman. Mr. Baker, of Tennessee, will inquire. 

Mr. Baxer. Mr. Burger, how many members are there in your 
federation ? 

Mr. Burcer. We have approximately 100,000, all individual mem- 
bers, voting members. 

Mr. Baker. Has your federation made any kind of a study to tell 
us what to do about the thousands of unemployed workers whose 
unemployment is due to Federal trade policies? Have you made any 
study of it? That is what I ask you. 

Mr. Burcer. Yes. We make a study in this way. I have been a 
small-business man all my life. I am not a professional trade associa- 
tion secretary or anything like that. I owned and operated a business 
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in the city of New York from 1909 to practically 1941. I think one 
of the greatest things for creating greater and greater employment 
in this country is to stop the inroads of concentration and with a 
vigorous enforcement of the antitrust laws that will rehabilitate small 
producers and small distributors throughout the Nation. 

Mr. Baker. That is not my question at all. 

Mr. Burcer. That is the greatest employment action that I know. 

Mr. Baxer. I am talking about your poll on H. R. 8585, where 
thousands of workers may be found to be out of employment, due to 
Federal trade policies, national trade policies. We are not discussing 
that bill now, however. Do you recognize that such a problem exists, 
that these workers have been put out. of, a, job perhaps permanently 
due to the very program that you say your organization is opposed to? 
Have you made any study or can you come up with an answer as to 
what to do with these people ? 

Mr. Burger. I will be frank and honest with you. I could not 
state that we have made a study. I would be telling an untruth. 

But I can come to you and say that I do not believe that the feelin 
is in the minds of the membership that the excessive imports will ad 
to greater employment, but will, on the other hand, reduce employment. 
And if it continues, it is bound te have greater and greater unemploy- 
ment in this Nation. I cannot answer you any further than that, Mr. 
Congressman. 

Mr. Baxer. Thank you. 

Mr. Keoeu. Mr. Chairman? 

The Cuatrman. Mr. Keogh, of New York, will inquire. 

Mr. Keoeu. Mr. Chairman, I am not going to ask the witness any 
questions. I simply want to express my.regret of having been detained 
during the presentation of his formal statement. 

I wish to say to my neighbor from New York that while we do not 
always share the same views, I am always delighted to see him around. 

Mr. Bureer. Thank you. 

The Cuarman. Mr. Reed of New York will inquire. 

Mr. Reep. I think you said you represent practically 100,000 small- 
business people. 

Mr. Bureer. Exactly. 

Mr. Resp. They have to employ some labor, even the small ones, do 
they not? 

Mr. Burerr. They have to. They could not exist without that. 

Mr. Reep. I have always been interested in this. I have been abroad 
quite a good deal. I know how they live over there. They do not have 
the standard of living which we do. I have a chart here that I think 
is fairly accurate.. When you take an article like this one, a machine- 
made wrench, and the wages are $1.90 an hour here, and 88 cents 
abroad, you can understand some of the troubles of the small-business 
man competing. 

There is another side to it. We want to encourage these small 
industries. I think I can remember back when George Eastman with 
Kodak was trying to find somebody to advance a little money to him. 
Somebody did, a harnessmaker in Reehester, and look at what he has 
done for this Nation. Look at the employment he has given. Ford 
is the same way. Some of the men who invested in stock in the early 
days made many millions from that investment. You can see the 
employment he has given, not only here but abroad. All of our large 
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business concerns had to have‘encouragement in order to grow. Most 
of these 100,000 businessmen would like to expand, but they cannot 
expand in the face of the differential here between the wages over 
there and here. Is that not true? 

Mr. Burecer. That is correct. 

Mr. Reep. We cannot build up our economy and furnish more pay- 
rolls for the millions of young people coming into the labor market 
every year. We will soon have a reservoir of discontent that is just 
an encouragement to communism if carried too far. What we have 
to do is have an expanding economy. You cannot have it if you are 

oing to have it squeezed to death by a great volume of imports coming 
into this country. 

You made a nice statement, Mr. Burger. 

Mr. Bureer. Thank you, Mr. Reed. 

The Cuarrman. Mr. Burger, let me try to get a clearer understand- 
ing of the questionnaires that you requested be put into the record. 
You and I have been friends for a long time and have lived at the 
same hotel. I am sure you know I want to be fair with you. It is 
my understanding that these questionnaires were submitted on other 
bills, not the bill here under consideration. 

Mr. Bureer. That is correct, Mr. Chairman. 

The CxHatrman. Do you really think that the information you 
received from those questionnaires submitted to your members on 
other bills will shed any special light on this question now before 
the committee? 

Mr. Burcrr. Mr. Chairman, honestly and truthfully, I believe those 
bills that we have polled that I mentioned in my testimony relate to 
the overall subject on reciprocal trade. To go one step further, if 
the position of the federation is changed between now and the time 
that these hearings may be closed through this current vote on the 
mandate, on H. R. 1 alone, I will supply you, Mr. Chairman and 
members of the committee, with the result of the poll. 

The Cuamman. Without objection, then, you may include those 

uestionnaires in the record, since you say in your opinion they shed 
light on this question. 

Mr. Burcer. Exactly. 

The Cuarman. And if you get your answers to your poll on H. R. 1 
before the hearings are closed, you may submit that to the clerk, and, 
without objection, that will be included in the record. 

Mr. Burecer. Thank you very much, Mr. Chairman. 

The Cuamman. We thank you for your appearance and the infor- 
mation given the committee. 

(The following information was submitted for the record :) 


House or REPRESENTATIVES, 
Washington, D. C., February 4, 1955. 
Hon. JERE COOPER, 

Chairman, Ways and Means Committee, 

House of Representatives. 

DEAR COLLEAGUE: I have introduced H. R. 2095 in behalf of the glass industry. 
I shall be only too glad to have an opportunity to appear before your committee 
in behalf of this legislation. 

May I also submit for the record, a copy of my letter of January 26, which is 
a very brief explanation of certain conditions that exist in only one city of the 
Fifth District, which I have the privilege to represent. 

With best wishes. 

Sincerely yours, 


JOHN V. BEAMER, Member of Congress. 
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JANUARY 26, 1955. 
Mr. Greorce J. BURGER, 


Vice President, National Federation of Independent Business, 
Washington, D. C. 

Dear Mr. Burcer: As requested in your letter of January 20, I am enclosing 
some copies of H. R. 2095, which I introduced in behalf of the glass industry. 
I join with you in your suggestion that your only interest is the preservation of 
the Nation’s small independent business. This is a very important group and IL 
want to eompliment you on the work that you have done. 

Recently, there was an editorial in one of the newspapers in our district and 
it quoted Mr. Randall as blaming excess storage of surplus farm products on the 
tariff program proposed and enacted by certain individuals in the Congress. This 
seems like a new angle because, as a farmer, I thought that the surplus was caused 
by the unnecessary and undue encouragement of overproduction by high price 
supports paid to the farmers. This has been a very expensive program for the 
public and especially for those of us on the farms. 

Reference in this article was made that while the coal industry is trying to 
shut out fuel oil from Venezuela, they would stop Venezuela from earning Amer- 
ican dollars at a time when that country is what they term a fabulous market for 
American goods. I had the privilege of visiting Venezuela with one of our sub- 
committees in 1953. I am sure that all of us want to maintain the friendly rela- 
tionship with that country and we certainly want to have their great supply of 
oil and high-grade iron ore remain available to us. 

An interesting sidelight is the fact that Venezuela had a tariff wall against the 
importation of our canned vegtables. Indiana, and particularly the Fifth Con- 
gressional District, raises and packs a large quantity of tomato and tomato 
products. These people would like to export some of their tomato products to 
Venezuela and to many other countries but the high tariff wall prohibits such 
importation of our canned goods. 

The glass industry in Grant County and the United States is ill because it 
cannot compete with imports from foreign countries that have a wage scale one- 
fourth or one-sixth of our wage seale. The development of the electronics indus- 
try means that precision glasswork must be maintained. Apparently, that was 
the probable reason that President Eisenhower raised the tariff rate on watches 
in order to save a precision industry for our country for emergencies. World 
War II taught us the importance of this industry which almost had disappeared 
from the United States. 

The bicycle industry has felt the impact of foreign imports and this condition 
affected a rather large Marion, Ind., industry. Another Marion, Ind., industry 
closed its doors and letters coming to my office indicated that it was closed by 
foreign imports. I have used Marion, Ind., as merely one illustration because 
it is a local one for those people. Actually, tariff is a local problem for everyone 
in that it appears in thousands of local communities and they are affected by it. 

United States labor and United States factories do not ask for protection but 
for equalization. Reciprocity must work both ways. 

Your letter of January 20 and the request for copies of H. R. 2095 prompted this 
further explanation, which is the reason for submitting this legislation. 

Sincerely yours, 


JOHN V. Beamer, Member of Congress. 
The CuarrmMan. The next witness is Mr. O. R. Strackbein, chair- 
man, Nationwide Committee of Industry, Agriculture and Labor. 


We have had the pleasure of having you with us many times, Mr. 
Strackbein. 


You are familiar with the custom. For the record, please give your 
name, address and the capacity in which you appear for the record. 


STATEMENT OF 0. R. STRACKBEIN, CHAIRMAN, THE NATIONWIDE 
COMMITTEE OF INDUSTRY, AGRICULTURE AND LABOR ON 
IMPORT-EXPORT POLICY 


Mr. Srracksern. Mr. Chairman, may I say it is a great pleasure to 


me to appear before this committee with you, Mr. Cooper, as its 
chairman. 
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The Cuarrman. Thank you. 

Mr. Srnackpern. My name is O. R. Strackbein. I am chairman 
of the Nationwide Committee of Industry, Agriculture, and Labor 
on Import-Export Policy. I have here a list of the membership of 
the Nationwide Committee. I will ask that that list be made a part 
of the record immediately following my statement. 

The CHarrman. I assume you would prefer that it follow your 
statement rather than precede it? 

Mr. Srracksetn. Yes. 

The Carman. Without objection, it is so ordered. 

You are now recognized and may proceed with your prepared 
statement without interruption. 

Mr. Srrackpetn. The Nationwide Committee of Industry, Agricul- 
ture, and Labor on Import-Export Policy, of which I am chairman, 
is composed of some 65 organizations and groups of industries, agri- 
culture and labor. 

These organizations have banded together because of their common 
concern over the effects of import competition. The competition that 
gives them concern is the kind that derives its advantages from lower 
wage payments than those our own producers pay. 

This is a type of competition that we regard as unfair because to 
meet it all ae the line, unless it is properly regulated, it would 
be necessary to reduce wages, to impose inferior working conditions, 
to reduce social security and to strip away price supports for agricul- 
ture or as an alternative permit the afflicted industries and branches 
of agriculture to be killed off. 

Not only would such a trend or policy be heavily opposed by labor 
and farm organizations but it would, if left alone, lead to a lower 
national income and would undermine the purchasing power of our 
workers and farmers. 

Minimum wage laws have been established in this country with the 
specific objective of preventing low-wage employers from gaining a 
competitive advantage over those who pay higher wages and driving 
the latter to lower wage levels or putting them out of business. 

Price supports for farm products under the parity principle have 
been adopted to give agriculture what is regarded as a fair price in 
relation to prices on manufactured goods. 

The obligations imposed upon industry and agriculture by law, as 
described above, result in high fixed costs and these high fixed costs 
create a competitive handicap in the face of many imports that are 
not produced under the same high standards. 

Parity prices for agricultural products and price supports, no less 
than collective bargaining and social security, thus make for high 
domestic market prices. All who favor this system must recognize 
the competitive disadvantage that in many instances results from its 
operation in the field of import competition. 

In the case of farm products the handicap is readily apparent. In 
the case of industrial products it is no less real even if not so obvious. 
By these various laws, those mentioned above, we interfere with the 
free market. To be logical, anyone opposing this type of law, this 
type of protection of our farm and labor population, should also 
oppose restrictive immigrations, because restrictive immigration is 
also an interference with the free market. 
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This is not a plea for abolition of price supports or for repeal of 
our minimum wage laws or for abandonment of collective bargaining 
or social security. It is a call for recognition of the simple fact that 
it is not fair to place cost-raising burdens upon our producers on the 
one hand, no matter how desirable the objective, and on the other, to 
expose them progressively to sharper import competition by stripping 
away the tariff or by banning the use of import quotas except for the 
benefit of a few agricultural products such as wheat, cotton, sugar, 
peanuts, et cetera, 

It is not very logical to help the farm and labor groups in one way 
and then to go in the opposite direction in our tariff policy. 

To maintain the high national income that is necessary to meet our 
extremely high national obligations as reflected in the Federal budget, 
we must uphold the conditions that make possible continued high pro- 
duction and high employment levels throughout the economy. In the 
seller’s market that we enjoyed for nearly a decade after the war, it 
was possible to uphold these high levels; but great care will be 
required under increasing surplus conditions to avoid the onset of 
widespread deflationary forces. 

It is highly questionable economic policy to proceed along the 
import front with further tariff cutting as if prosperity would con- 
tinue at the same level regardless of herehhidl import competition. 
The constant minimizing of the effects of imports on employment, 
repeated by Secretary of Labor Mitchell before this committee, is 
shortsighted and dangerous. 

That competition, it should be kept in mind, is not spread evenly 
over all industry and agriculture. It strikes with great severity in 
some sectors while others are free of it. Even cotton and wheat pro- 
ducers, who are highly protected by import quotas, would feel a sharp 
impact if their protection were stripped away as these groups them- 
selves would strip it away from other products and as this bill would 
permit stripping it from cotton and wheat growers themselves. 

If the agricultural quotas that limit imports of these products are 
unnecessary, they should be taken off. If they are necessary, it should 
be clear that for similar good reasons protection is also necessary for 
many manufactured and other agricultural products. 

The present bill, H. R. 1, however, is much more than a tariff bill. 
It contains provisions that would go far to deprive Congress of its 
authority and responsibility to regulate our foreign commerce. It 
would lodge this power in the hands of the Executive. From there 
it would soon pass to an international organization, and thus destroy 
the responsiveness of Congress to the electorate in this field. 

That is the intent of the bill and confirms the purpose long harbored 
in the Department of State. That was the purpose of the ill-fated 
charter for an international trade organization which died in 1950, 
before the House Committee on Foreign Affairs. The present bill 
would pave the way for its revival. 

We would have no objection to membership in an international 
trade organization that confined itself in fact to consultative and 
advisory functions. Indeed great service might come from such an 
organization. We do object most strenuously against a shift of con- 
gressional powers over our foreign commerce to such an international 
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organization. In our opinion, that would require a constitutional 
amendment. 

We should not forget that industry and agriculture both in this 
country were built under the protective system. Some segments have 
presumably grown beyond the need of further protection. Just as 
surely, others have not. Those that have not cannot, however, prop- 
erly be described as marginal or inefficient and unworthy of protec- 
tion. This is a common error subscribed to by academicians and 
enthusiasts who hold no direct stakes to be dissipated. It is repeated 
by those who seek gains from exports whether these gains would 
hurt someone else or not. 

It is also repeated by those who are deeply concerned over the 
international struggle and the course of the Communist threat to the 
world. These good people must be accorded the highest consideration 
for their sincere concern. They-may be excused for grasping at what 
has been pictured as a sure path to world pacification. 

The Communist threats has been turned into an overriding consider- 
ation, and liberalized trade has been tapped as the best way to fight 
communism. 

Gentlemen, if it were only that easy. Yet there is nothing in the 
history of commerce and trade that will sustain such a view. 

It is true that under Communist theory commercial rivalry among 
the capitalistic nations leads to war. If the whole world were ab- 
sorbed to communism, war would end according to that theory. There 
would be free trade, free access to raw materials, and no competition 
or rivalry for markets. War would vanish. 

This is a superficial concept belied by religious wars by conquests for 
personal glory, and much else in the past. Yet it is true that a great 
part of trade does make for international rivalry. 

Competitive trade is of that kind. It does not make for friendship 
as. does complementary or noncompetitive trade. It makes for illwill 
rather than goodwill. Unless it is regulated to assure fairness it can 
indeed, as it has in the past, lead to violence. 

Our noncompetitive imports, the leading among them being coffee, 
by and large are already conducted without tariff or other barriers. 

he hitch comes in the competitive field where we make the imported 
goods very well ourselves. That is where the character of the com- 
petition becomes important. The question of fairness is of the high- 
est concern. Fairness of competition does much to draw the sting 
from the rivalry of competition. That is where regulation comes in. 
This regulatory function resides in Congress. It was placed there 
because policy must determine the shape of regulation; and in a 
republic the electorate is the policymaker. Elected representatives 
are held responsive to the electorate. The Executive’s function is 
that of carrying out the law. 

If the Constitution-makers were wrong in lodging the power to 
regulate commerce and to control the tariff in Congress, the Con- 
stitution itself provides a method of changing the lines of authority 
and responsibility. 

This bill, H. R. 1, would place certain powers in thé hand of the 
Executive by which Congress itself could be shorn of its trade regula- 
tory function without first amending the Constitution. The Execu- 
tive could further alienate this function, as already indicated, by 
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passing certain powers to an international organization, providing 
only that Congress consented to our entrance’ into such an organiza- 
tion. The Executive could impair the power of Congress, for 
example, by entering into a trade agreement containing a provision 
to ban import quotas. If you do not believe that, let me point out 
that we are already a party to an agreement, that is, the General 
Agreement on Tariffs and Trade that does so, that does already ban 
import quotas with certain exceptions, most of which do not apply 
to the United States. Seeing how far the State Department h 
gone without authority, we may well wonder how far it would go with 
authority as proposed in this bill. 

Import quotas are a means of regulating foreign commerce. Can 
any Congress then properly empower the President to enter an in- 
ternational agreement that would tie the hands of Congress? . If a 
given Congress, let us say the 84th Congress, were willing to be thus 
bound, would any future Congress be bound? Does not each new 
Congress have a right to legislate for itself? Does it not have a 
right to amend or repeal or continue in effect any previous law ? 

f so, what would a trade agreement be worth if it contained a ban 
on import quotas? What would it be worth in any case if extended 
beyond 2 years, for example beyond the tenure of the existing 
Congress ? 

Certainly it would not help our international standing to enter an 
agreement that any succeeding Congress, or the existing Congress 
for that matter, had not only a perfect right but good reason to upset, 

In the course of time damage to the international reputation of this 
country as a responsible nation would be risked unnecessarily. 

A foretaste of this was provided by the passage of section 104 of 
the Defense Production Act of several years ago. You may recall 
that provided for the imposition of certain restrictions on the im- 
portation of dairy products. Section 104 was held by GATT to be 


a violation of our obligations under the general agreement. The 


question arises: Why did the State Department agree to such an 
obligation in the first place? 

Under the present bill the President, or more correctly the State 
Department, would have full power to remove or to enlarge existing 
import quotas on cotton, wheat, wheat flour, penny et cetera, in 
the course of a trade agreement. This could be done without con- 
sulting Congress. An offer to abolish or liberalize quotas on farm 
products could be used, in nee with other countries, as a 
means of obtaining concessions from them that would expand the 
exports of our automobiles, office machines, apples, or anything else. 

It. is true that the bill provides that in applying section 3 ) 
existing legislation is not to be violated, but section 3 (B) is excepted. 
What happens if there is no existing eeaeront Cannot an agree- 
ment then be made that would forestall legislation? There is, for 
example, no law that there shall be no ban on import uotas or that 
the Executive may not use quotas as he sees fit in a trade agreement. 

A trade agreement outlawing import quotas would, therefore, npeet 
no existing legislation with the possible exception of the Sugar Act; 
nor would an agreement lifting existing quotas do so, with the excep- 
tion noted. 
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The same goes for customs formalities. The bill would empower 
the President to make agreements relating to customs formalities. 
Such a power does not exist in the trade-agreements legislation u 
to this point. Aside from being extremely general in character an 
granting unlimited discretion, this power could be used to run ahead 
of Congress and close certain premises to future legislation. ; 

Then comes the broadest proposed grant of all—that is, entry into 
trade agreement containing provisions on other matters relating to 
trade. This would simply give free play to the State Department 
to. use our home market as a pawn in the moves of power politics. 
Let me say it is designed exactly for that patpore. 

To all this we object most strenuously. We have seen enough of 
the State Department maneuvers to forewarn us against any such 
grant of power. 

Indeed, we have seen enough of it to call for a complete reversal 
of the system under which the remedy seme out under the esca 
clause by Congress in 1951 has been nullified. We are thoroughly 
convinced that the escape-clause remedy will continue to be thwarted 
by the State Department if the veto power is not taken away and 
given to the Congress where it belongs. 

Our greatest quarrel with the nia sasetnente system is precisely 
this denial of a remedy and we will not easily be fooled by assurances. 
Assurances were offered to us when the escape clause first made its 
appearance in 1943 in the form of an Executive order. We were told 
then that, if the State Department made mistakes—and they admitted 
that they might easily make mistakes—then there would be a remedy 
in the form of an escape clause. We learned from repeated experi- 
ence that the assurances were designed merely to lull opposition and 
were, as judged by the results, completely insincere. 

Then, in 1951, the escape clause was written into law. We counted 
this as a distinct gain, but since that time we have seen the law frus- 
trated by Executive disinclination and refusal to accept Tariff Com- 
mission recommendations. 

This long experience has fully convinced us that administration 
of the clause must be removed from the Executive power, if the escape 
clause is to have any meaning; otherwise the remedy will remain a 
nullity and, worse yet, a cynical farce. 

Objection to the escape clause comes from other countries on the 

grounds that its use creates uncertainty in the marketing of their 
products here. They overlook the fact that GATT itself contains 
an escape clause similar to our own; that the need for a remedy 
against. import injury is recognized in the general agreement. Was 
the escape clause to be mere window dressing? If not, what is the 
outery about? Other countries have erected many restrictions and 
barriers in the past 10. or 15 years without resort to escape-clause 
proceedings. 
__ Actually, a great degree of stability in our tariff could be assured 
if the present trade-agreement rates were adopted as the tariff of the 
United States by law. We advocated just this in certain bills that 
were introduced in the last Congress, and which have again been intro- 
duced in this Congress. 

Provision should then be made for only such changes in rates as could 
be demonstrated to be necessary, one item at a time, either to avoid 
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injury, by increasing given rates, or to increase imports, by reducing 
given rates that were shown to be higher than necessary. 

Considerations of foreign relations should not be ignored but neither 
should they be given top and overriding priority as is now the case. 
The Department of State should be given full opportunity to make 
known its views to Congress in each case of recommended duty res- 
toration. 

There are other objectionable provisions in this bill. One is the 
provision that would empower the Executive to cut all rates down to 
a level of 50 percent if they are currently above that level. This would 
be an arbitrary action and has no economic justification. It is surpris- 
ing that such a suggestion should be made. Evidently the idea was 
adopted without reflection. 

Another provision would limit any rate restoration to the level 
existing on January 1, 1945. This represents a direct attempt at 
legislative crippling of the escape clause; and we object to it. Nine- 
teen hundred and forty-five was a war year and is not a satisfactory 
base for measuring the suitability of tariff rates. 

It is to be observed also that the provision that would permit a 
50-percent cut in the rates on items not now being imported or 
imported only in negligible quantities provides for no remedy, since 
such cuts would not be in the nature of concessions in a trade agree- 
ment. Presumably such cuts would not be subject to an escape-clause 
action. The theory underlying this provision of cutting the duties by 
50 percent if the imports are negligible, seems to be that if we do not 
now have an import problem the thing to do is to create one. 

The Nationwide Committee last year supported a bill that we 
believed to be far superior to the present bill, both in the moderate 
protection it would offer to domestic industry, agriculture, and labor, 
and in creating the conditions that are essential to maximum trade. 
I may say H. R. 864 of the present Congress repeats the provisions 
of the bill introduced last year. 

It would adopt the present rates in trade agreements as the statu- 
ei tariff of the United. States, thus offering a higher degree of 
stability than H. R.1. These rates could only be changed by individual 
applications to the Tariff Commission in order to assure fairness of 
import competition. There would not and could not occur any 
general tariff increase under that system, but also no general tariff 
cut. Neither is justified under present economic conditions. 

One highly important change would be made. The Tariff Com- 
mission would send its recommendations to Congress rather than to 
the Executive. This change is absolutely necessary if Executive 
nullification is to be overcome as it should be in the interest of fair 
treatment and good government. The present situation of Executive 
debasement of the Tariff Commission, now in its fourth or fifth year 
of practice, is inexcusable and intolerable. As an example of high- 
handed disregard of basic rights and division of powers, it merits 
the severest condemnation and should be stopped. 

I have here, Mr. Chairman, a two-page statement of position 
adopted poleneey by the Nationwide Committee, and I would also 
like to ask permission to have that inserted into the record. 


The Cuarrman. Without objection it is so ordered. 
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(Statement of position referred to is as follows:) 


STATEMENT OF POSITION OF THE NATIONWIDE COMMITTEE OF INDUSTRY, AGRICUL- 
TURE, AND LABOR ON IMpoORT-ExPportT PoLicy ADOPTED AT MEETING, JANUARY 25, 
1955, WASHINGTON, D. C. 


We reject as uncalled for, unconstitutional, and improper— 

1. The unlimited grant of power sought by the State Department through 
certain provisions of H. R. 1 (trade-agreements extension bill of 1955) to take 
over from Congress and the Tariff Commission the regulation of our foreign 
trade and adjustment of the tariff and import quotas. 

2. Executive domination and virtual nullification of the escape-clause remedy 
provided by the Trade Agreements Extension Act of 1951. 

Executive vetoes of Tariff Commission recommendations have made a mockery 
of the legislation by raising the executive judgment above the legislative. As 
long as this domination, exercised in great part by the Department of State, 
continues, laws of Congress in the field of tariffs and trade will be ignored or 
circumvented. 

We recommend as sounder national policy that H. R. 1— 

1. Complete elimination of all additional nontariff powers proposed to be 
granted to the executive (meaning the Department of State) in H. R. 1. 

This includes added authority to make trade agreements containing provisions 
relating to import quotas, customs formalities, and to “other matters relating 
to” trade. 

No such authority has hitherto been granted the Executive and is not only 
unnecessary but would represent an invasion upon clearly defined legislative 
powers. 

It would destroy the responsiveness of the Congress to the electorate. It would 
pave the way for the State Department to lead this country into an international 
trade organization. Thus could be broken completely the power of Congress to 
regulate our foreign commerce, whether through tariff adjustments, import 
quotas, or other instrumentalities. 

2. Adoption of a true and reasonable remedy against injury from unfair 
import competition. 

To overcome the executive veto and nullification, Tariff Commission recom- 
mendations should be sent to Congress rather than the executive branch where 
decisions are made by bureaucratic personnel who are not responsible to the 
electorate and represent only one point of view, generally unsympathetic to 
domestic producers, but favorable to foreign appeasement. 

3. Provisions for United States membership in an international board of 
trade confined in fact to consultation, advisory functions, and the gathering of 
trade statistics and making recommendations on the mechanics of trade. 

Such a body should be granted no policymaking or regulatory functions and 
the conditions of adherence of the United States should be clearly set forth in 
an enabling resolution. Thus the impairment of the constitutional power of 


Congress to regulate our foreign commerce and to control the tariff could be 
avoided. 


We call for— 
1. A rule from the House Rules Committee that will permit consideration of 


this legislation on the floor of the House on its merits, including the opportunity 
for modification. 


To prevent overamendment, appropriate safeguards should be written into 
the rule. 


We oppose— 
1. A closed rule that would prevent amendment of the bill on the floor. 
2. The enactment of H. R. 1 in its present form. 


The Cuarrman. The list of members and associates of the Nation- 
wide Committee of Industry, Agriculture, and Labor will be inserted 
into the record at this point. 

(List referred to is as follows:) 


List OF MEMBERS AND ASSOCIATES OF NATIONWIDE COMMITTEE OF INDUSTRY, 
AGRICULTURE, AND LABOR ON ImMporT-Export Poticy 


American National Cattlemen’s Association 
National Coal Association 
United Mine Workers of America (Independent) 
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National Wool Growers Association 
American Tung Oil Association, A. A. L. 
Seafarers International Union of North Ameriea (AFL) 
Wine Institute 
American Flint Glass Workers’ Union of North America. (AFL) 
Florida Fruit & Vegetable Association 
Tuna Research Foundation 
The Hat Institute, Inc. 
Book Manufacturers’ Institute, Inc. 
Bicycle Institute of America, Inc. 
Cordage Institute 
The United States Potters Association 
Atlantic Fishermen’s Union (AFL) 
American Lace Manufacturers Association, Inc. 
Soft Fiber Manufacturers’ Institute 
International Photo-Engravers’ Union of North America (AFL) 
California Walnut Growers Association 
California Almond Growers Exchange 
Pin, Clip & Fastener Association 
Amalgamated Lace Operatives of America (Independent) 
Sunkist Growers 
National Association Greenhouse Vegetable Growers 
United Wall Paper Craftsmen & Workers of North America (AFL) 
United States Wood Screw Service Bureau 
National Renderers Association 
Oregon Filbert Commission 
Basic Vegetable Products, Inc. 
American Knit Handwear Association, Inc. 
Pacific Coast Fish Producers Institute 
Cannery Workers Union of the Pacific (AFL) 
Cannery Workers & Fishermen’s Union (AFL) 
Wyoming Wool Growers Association 
Carpet Institute, Ine. 
Harley-Davidson Motor Co. 
The Dow Chemical Co. 
Forstmann Woolen Co. 
John B. Stetson Co. 
Shenango Pottery Co. 
Onondaga Pottery Co. 
Puccinelli Packing Co. 
Dairy Industry Committee 
National Cheese Institute 
American Butter Institute 
National Creameries Association 
Milk Industry Foundation 
Tariff Committee-Band Instrument Manufacturers Association 
National Shrimp Canners & Packers Association 
The Wall Paper Institute, Inc. 
Reynolds Metals Co., Inc. 
Hardwood Plywood Institute 
American Glassware Association 
Hardboard Association 
William Ainsworth & Sons, Ine. 
Scientific Apparatus Makers’ Association 
The Associated Fishing Tackle Manufacturers 
The Wool Hat Manufacturers’ Association 
Tile Council of America 
Insulation Board Institute 
Air Products, Inc., Emmaus, Pa. 
Cooke Bausman, Jr., Pittsburgh 
Winchester Arms Co., New Haven 
Industrial Fasteners Institute 
American Tunaboat Association, San Diego, Calif. 
International Handbag, Luggage, Belt, and Novelty Workers Union (AFL) 
International Brotherhood of Operative Potters (AFL) 
The Diamond Match Co. 
Massachusetts Fisheries Association, Inc. 
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Seafood Producers Association of New Bedford 

California Fish Canners Association 

Mushroom Growers Cooperative Association of Pennsylvalnia 
Samuel Lenher 

D. C. Newman 

International Brotherhood of Bookbinders (AFL) 

National Authority for the Ladies Handbag Industry 
American Cyanamid Co. 


American Cutlery Manufacturers Association 
Synthetic Organic Chemical Manufacturers Association 
United Hatters, Cap, and Millinery Workers International Union (AFL) 

The CHARMAN. Does that complete your statement ? 

Mr. SrRacKBEIN. Yes, sir. 

The Ca4rrman. We thank you for your appearance and the infor- 
mation given the committee. Are there any questions? 

Mr. King, of California, will inquire. 

Mr. Kine. Mr. Strackbein, I know on the list of firms that are 
associated with your group, the Reynolds Metals. 

Mr. STRACKBEIN. oe 

Mr. Kine. Do they expect to have a representative speak for them, 
Mr. Strackbein, or are you the eohennan’ 

Mr. Srracksern. I han not looked over the list of appearances, 
Mr. King. 

Mr. Kina. The clerks indicate that they have not had a request. 

Mr. Srracksern. They have not? 

Mr. Kina. I am curious, sir, inasmuch as there are 3 or 4 great 
concerns in this particular enterprise, to know why only 1 of them 
chose to be associated with this group in opposition to H. R.1. I won- 
der if you could help me? 

Mr. Srracksern. The question is, Why does Reynolds Metals not 
come forward to testify? 

Mr. Kina. No; why only Reynolds of, say, five major concerns doing 
the same sort of business—— 

Mr. Stracksern. That is, of aluminum companies? 

Mr. Krva. Is the only one who has chosen to associate with your 
group? What about the other 4 or 5; or do you know? 

Mr. SrrackBern. No; I really do not know. That is an honest 
answer, Mr. King. I do not know. 

Mr. Kina. They have not been solicited and rejected the solicitation ? 

Mr. Srracksern. No; we have not solicited. 

Mr. Kina. That is all. 

The Cuarrman, Are there any further questions? 

Mr. Stmpson. Mr. Chairman. 

The Cuarrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srupson. Mr. Strackbein, do you have an analysis of this bill 
that you could give the committee ait tell us what is in it? 

Mr. SrracKsEIN. I do have an analysis. I have not presented it 
here and I do not have a copy with me. I would be glad to submit 
it for the record. 

Mr. Srmpson. We are rather anxious to have one. We have not 
received one to date. 

I invited, informally, Mr. Randall, whom I suspect had something 
to do with writing this bill, but he has not volunteered to come up 
and tell us what is in it. I would like to have your explanation. 

Mr. Srracxsern. Of course, I did address myself in this statement 
to section 3 (a) and section 3 (b). 
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Mr. Srmpson. But some of the things that you have told us go 
very far beyond what I have been told is wanted. I have been assured 
that they wanted this to protect American business, to protect the 
American economy. It is apparent from your explanation of the 
bill that we are willing to irehe off a great deal more than we have 
traded to date. 

Mr. SrrackBern. There is no question in my mind, Mr. Simpson, 
that the broad powers that are proposed in this bill have the one ulti- 
mate purpose of taking the United States into an international trade 
organization under which the President would be vested with powers 
broader than any that he has had under the trade-agreement system 
up tonow. And if such an international trade organization is set up, 
as is now, by the way, being prepared in Geneva, then the United 
States, on becoming a member would have 1 vote out of some 34 or 
35, whatever the total number of members. 

Questions of trade policy would come before that organization, 
presumably before an assembly of that organization, and would there 
a adjudicated. The United States would be bound to accept the find- 
ings of that organization. So actually, Congress would be bypassed 
at the seat of authority. ; 

Mr. Stimpson. We are told that Congress could withdraw this 
power that we are delegating in this bill. Congress could do that, 
could they not ? 

Mr. Srracksetn. Congress could. 

Mr. Srupson. Why would that not be efficient? Why would that 
not be effective ? 

Mr. Srracxsern. Let me explain this. When we go into an inter- 
national organization which we, ourselves, help to set up, then we 
pledge our word. We accept their jurisdiction. If the past is any 
example, we accept their findings. We have in the case of GATT 
accepted their findings in several instances where they were in our 
favor. Should a case come up where the decision went against us, 
obviously we would be bound by a moral obligation to accept those 
findings just as we accepted them when they were in our favor. 

Mr. Stmeson. That is, when we have taken no congressional action 
to approve GATT, from their point of view we have been morally 
bound by the agreement. That factor has been brought to our atten- 
tion here in Congress as Congress has sought to do some things legis- 
latively with respect to our trade. Is that not correct? 

Mr. SrrackseE1n. That is correct. 

Mr. Stmpson. If we endorse GATT and join it formally and make 
commitments, even though we do have an unquestioned right to rescind 
this action by passing H. R. 1, we will have tied our hands in such 
a way that, as a matter of fact, it would be a breach of our word to 
these other 30-odd nations. 

Mr. Srracksern. Yes. That is exactly where the sanction would 
come in. We would enter into a situation where a future Congress 
would find itself blocked by the fact that a moral obligation, an inter- 
national moral obligation, had been created, and we would be helpless 
unless we wanted to breach our obligations internationally. 

Mr. Srwpson. Mr. Strackbein, there is a relationship between this 
bill, H. R. 1 and GATT, surely. 
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Mr. Srracksetn. There is this relation. The revision of GATT 
that is now taking place in Geneva refers principally to the organiza- 
tional features. 

Mr. Suwpson. Can you draw a line and tell me where the substan- 
tive ends and the organizational ends? I was in Geneva and no one 
was able to satisfactorily draw that line. 

Mr. Srracksern. It might be difficult todo. But I would say this, 
that undoubtedly it will be proposed to bring to Congress an instru- 
ment of ratification which will go only to the point of setting up a 
headquarters for this organization, describing its organizational fea- 
tures, such as setting up an assembly and perhaps an executive com- 
mittee, and giving it a secretariat to carry on its business; and, on top 
of that, forming some basis for its financial support. That would be 


Mr. Simpson. In other words, there would be some grant of author- 
ity to them ? 

Mr. Srracksern. Then this bill, H. R. 1, would confer upon the 
President those great powers so that he could move the United States 
into this organization or the membership of the United States already 
being a fact, the President would then have the power to carry on 
through the assembly and the executive committee control over our 
foreign trade policy and our foreign trade operations. 

Mr. Stmpson. Surely you do agree that the two subjects should be 
considered at one time? 

Mr. Srracksern. They should properly be considered at the same 
time. 

Mr. Srupson. Keeping in mind the fact that there is pending the 
multilateral negotiations over in Geneva by which all of those many 
dozens or hundreds of items can be negotiated downward on the basis 
of existing law, first ; and, second, the Japanese proposals under which, 
on the basis of existing law the same items may be reduced, I call to 
your attention now H. R. 1 with the additional authority. 

Conceivably, might this H. R. 1 apply the remaining rate of today 
reduced by the multilateral agreement, possibly, and the Japanese 
agreement, and the three five’s to apply after that; is that it? 

Mr. Srrackeern. Yes, that is as 1 understand it. But on top of 
that there are the provisions which would permit the cutting down 
to 50 percent any rate that is now above 50 percent. 

Mr. Srmpson. My point is the American businessman who looks at 
his rate of today, who thinks of these hearings, and says “Well, what 
they are talking about is a series of three 5-percent cuts over the 
next 3 years and I can probably live with that”; as a matter of fact, 
the threat to that industry is a lot more than that because, first, it is 
what may happen in these multilateral agreements where they may 
cut the rate if they have not already cut it by 50 percent of what it 
was in 1945 

Mr. Srracksern. That is correct. 

Mr. Stmpson. Or it might be the Japanese agreement which will be 
made, in which the same kind of a cut may be made. 

Mr. Srrackeern. That is correct. 

Mr. Srupson. It may be as much as 50 percent of what it was in 
1945. Then, after all of that is done, if it is done, would apply these 
three 5-percent cuts? 
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Mr. Srrackxsern. That is correct. In other words, a good part 
of the unused part of the existing law of cutting by 50 percent of the 
rate existing on January 1, 1945, might be pretty well exhausted 
before this bill actually took effect. Then on top of that would be 
the 15 percent. 

Mr. Sumpson. They are too good negotiators to throw that away. 
They are not asking for a modification of the existing law. They are 
not going to give it up. I make the point that we should have all of 
that before us before we are asked to extend this. That is all, Mr. 
Chairman. 

The Cuarrman. Indulging the Chair just a moment: Reference 
has been made several times to an analysis of the pending bill. I 
would just like to state, and I am sure you are familiar with it, Mr. 
Strackbein, that this document was presented by the chairman of the 
committee, and included in the hearings at the beginning of thesé 
hearings on January 17. This document, Trade Agreements Ex- 
tension 1955, was presented then. 

In that document there is contained the President’s message on 
further developing the foreign economic policy of the United States, 
of January 10,1955. There is also the text of the pending bill, H. R. 
1, with an accompanying explanation in the form of a section-by-sec- 
tion analysis. 

Following that is a section showing how present law would be 
changed by the pending bill. 

Following that are the Trade Agreements Act of 1934, as amended, 
and the subsequent extension acts. This document also sets forth the 
provisions of section 22 of the Agricultural Adjustment pts ae 
amended. Copies of this document are available here for all m rs 
of the committee and the general public. I am advised by the clerk 
that many people have been calling for and receiving these copies. 

Knowing how diligent you are in these matters, I am sure you have 
one; is that correct? 

Mr. Srracxsern. Mr. Chairman, I do not have one. I did not 
know that it existed. But I can assure you that I shall possess 
myself of a copy immediately. I am sure it is a very valuable 
document. 

The Cuarrman. All right. And that goes for anybody else that 
wants them. There is a large stack of them on the table here. 

Mr. Suwpson. Mr. Chairman ? 

The Cuarmman. Mr. Simpson. 

Mr. Sumpson. It is customary in citing as an authority to know 
the name of the person or the source of the citation. Can the Chair 
advise us who it is that analyzed H. R. 1, by name, and who prepared 
this book? 

The Cuatrman. It was prepared by the staff of the committee, and 
the minority clerk of the committee was consulted in reviewing it. 
Certain suggestions that he made were included in the document. 

Mr. Srupson. Is it intended that we should accept this without 
challenge? It has not been tested. 

The Cuarrman. You can accept it any way you want to or not 
accept it all all. That is within your province. 

r. Smoupson. I thank the chairman. 
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The Cuarrman. This notation appears on the front of the document : 


Nore.—This document has been printed for information purposes only. It 
has not been considered or approved by the committee or any member thereof. 

It is document prepared by the staff; both the clerk and the minority 
clerk of the committee participated in the preparation of it. It is 
for the benefit of the members of the committee and the public if 
they desire to examine it. 

Mr. Suwpson. Mr. Chairman, may I ask further if the chairman 
has any information whether Mr. Randall, of the Department of 
State, assisted in preparing the analysis or approved it? 

The Cuarmrman. My understanding is that the staff secured assist- 
ance from all helpful sources that they could secure it from. This is 
our usual practice in matters such as this. 

Mr. Stmpson. That is a general answer, of course. I was trying to 
be specific to know whether the Department of State, or Mr. Randall 
who wrote the bill, had anything to do with this? 

The Cuarrman. My understanding is that the Tariff Commission, 
the Treasury Department, the State Department, and all agencies 
that could provide helpful information were consulted, including the 
Legislative Counsel’s office. This bill introduced by me, H. R. 1, 
pending before this committee, was prepared by the Legislative Coun- 
sel of the House of Representatives. 

Mr. Boggs, of Louisiana, is recognized. 

Mr. Boages. Mr. Strackbein, referring to your statement, the last 
paragraph there on page 11, I quote from that. You say: “The present 
situation of Executive debasement of the Tariff Commission * * *” 
Would you mind elaborating on that a little bit?) What do you mean 
by Executive debasement ? 

Mr. SrrackBEIn. I mean by that, the Executive has vetoed, so to 
speak, nearly all the recommendations sent to him by the Tariff Com- 
mission, to the extent that only about 10 percent of all applications 
processed by the Tariff Commission, by way of hearings and investi- 
a have actually resulted in the proclamation of a restoration 
of a duty. 

Mr. Desia. Do you mean that President Eisenhower has debased 
the Tariff Commission ? 

Mr. Srracksern. I have said that this practice is now in its fourth 
or fifth year. 

Mr. Boees. Then you mean that President Truman and President 
Eisenhower have debased the Tariff Commission ? 

Mr. Stracksern. That is virtually what this says. You may so 
interpret it. 

Mr. Boses. Is that what you mean, specifically ? 

Mr. Srracksern. I say the Executive. I do not name either one 
of the Presidents. I say the practice. 

Mr. Boaes. By debasing, do you mean they have done something 
wrong or illegal ? 

Mr. Srracksern. I would say that it shows a complete lack of 
confidence in the Tariff Commission. 

Mr. Boees. There is quite a difference between lack of confidence in 
re — Commission and in debasing the Tariff Commission, is 
there not! 
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Mr. Srracksern. That becomes a question of semantics. I would 
say that the lack of confidence and the consistent overriding of the 
findings of a Commission, does show a lack of confidence, and, in 
my estimation, would be a debasing of the Commission, 

As I say, that is purely a question of choice of words. I am telling 
you what the record shows. 

Mr. Boees. You goon a little further and say— 

As an example of high-handed disregard of basic rights, and division of 
powers, it merits the severest condemnation and should be stopped. 

Do you mean by that that we should condemn former President 
Truman and now condemn President Eisenhower for debasing the 
Tariff Commission ? 

Mr. STRACKBEIN. It seems to me, Mr. Congressman, that the state- 
ment can stand on its own feet. It is indicated here, and it is clearly 
set forth in my statement, that in our estimation this power of the 
veto should be withdrawn from the Executive because it has resulted 
in nullification of an act of Congress. This merely emphasises that 
point. 

Mr. Boees. The power of veto is also the result of an act of Congress, 
is it not? Where does the President get the power of the veto! 

Mr. StrackBEIN. I have not so stated in this particular statement, 
but the power to override the Tariff Commission has been conferred 
upon the President by the Congress itself. That does not make it 
any better, Mr. Congressman. That does not change the facts. 

Mr. Bocas. Maybe we will get back to the word “semantics.” Maybe 
that does make some difference as to whether or not there has been 
debasement, do you not think, or a high-handed disregard of basic 
rights? 

Mr. Srrackeetn, The result is the same to American industry, 
agriculture, and labor, no matter where the power came from, whether 
it was an undue delegation of power or whether it has been a usurpa- 
tion of power. The result is the same. 

Mr. Boees. That leads me to a question that I believe I asked vou 
a few years ago. I notice you say you speak for industry, agricul- 
ture, and labor. So far we have had the Farm Bureau Federation, 
the National Grange, and the Farmers Union—there may be others, 
but I do recall those three-—who have testified as proponents of this 
legislation. You, therefore, cannot speak for any one of those or- 
ganizations; can you? 

Mr. Srrackeern. Mr, Chairman, may I say that I have submitted 
for the record the list of members of this organization. I speak for 
them. I do not purport to speak for anyone else. 

I do not think, Mr. Boggs, that you were here when I submitted 
that particular list. It is there. It is attached, I think, to the 
statement. 

Mr. Boces. What farm groups do you speak for? 

Mr. Srracksetn. The list includes the National Wool Growers 
Association, the American National Cattlemen’s Association, the Wine 
Institute, which includes the grape growers, the American Tung Oil 
Association, which is located along the gulf coast of the United 
States, the Florida Fruit and Vegetable Association, the Sunkist 
Growers, the California Walnut Growers Association, the California 
Almond Growers Exchange, the Sunkist Growers, which means the 
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citrus growers of California, the National Association of Greenhouse 
Vegetable Growers, Mushroom Growers Association, the Dairy In- 
dustry Committee, which, itself, is composed of the National Cheese 
Institute, the American Butter Institute, the National Creameries 
Association, and the Milk Industry Foundation. Then, along related 
lines, there are the fisheries, althoygh not agricultural but generally 
associated ; the American Tunaboat Association, and the union that 
mans those boats, the Atlantic Fishermen’s Union, and the Massa- 
chusetts Fisheries Association, Inc. 

Mr. Bocas. Do you have any figures? I think the membership of 
the Grange and the Farm Bureau Federation, and the Farmers’ 
Union are matters of record. I believe all three of them are rather 
substantial in their membership. I do not know exactly what it is, but 
Iam certain we can get it from the record. 

How does the list of members of these organizations which you 
have mentioned compare with the total membership of the Farm 
Bureau, the Grange, and the Farmers’ Union. Do you know? 

Mr. Srracksein. No, I do not know. But if you will ask that 
question of the National Wool Growers Association, for example, I 
think you can get a statement from them as to what their membership 
is, and the American National Cattlemen’s Association. I am sure 
they would be glad to supply that information to you, and from the 
Dairy Industry Institute committee, and so on. I do not have a 
tabulation of their individual membership. 

Mr. Boggs. In connection with business, does the United States 
Chamber of Commerce represent business generally ? 

Mr. Srracksern. I do not know what their constitution is. I do 
not know precisely what their membership is, but I think principally 
they are composed of State and local chambers of commerce, and of 
individual business enterprises. But I have never seen, really, a roster 
of their membership. 

Mr. Boces. Their membership, generally, in the local community, 
is made up of local business establishments; is it not? 

Mr. Srracksetn. Generally, I believe it is; yes. 

Mr. Boces. And I believe that the United States Chamber has testi- 
fied here in behalf of this legislation. 

Is that not correct, Mr. Clerk? 

Has the United States Chamber of Commerce testified ? 

The Crerx. Yes, sir. Mr. Richard G. Gettell appeared on 
January 24. 

Mr. Bogas. I have no knowledge of any other business organization 
being against it. 

Has the National Manufacturers’ Association appeared here 
against it ? 

The Cierx. The NAM has not requested to appear. 

Mr. Bocas. Let me ask you this: Does your organization solicit 
membership? Do you charge dues or anything? 

Mr. Srrackpetn. Yes, there are membership dues; yes. I want 
to say I would like to call attention to the fact that the American 
Federation of Labor has not testified in behalf of this legislation dur- 
ing the turn taken by the proponents of the legislation. Ido not know 
how much significance that has. I just want to call that to your 
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ettention, since you are inquiring into who supported it and who 
id not. 


Mr. ae s. I understand they have submitted a statement. Is that 
correct 

I am informed by the clerk of the committee that they are sub- 
mitting a statement. 

Mr. Srracxpern. They are submitting it but have not yet done so? 

Mr. Boses. That is correct. 

These other groups, I know that they solicit members. Do you 
solicit members for your organization ? 

Mr. SrrackBew. I think you will have to spell out what you mean 
by soliciting. We send them material upon inquiry. Where organ- 
izations have shown an interest in this or some one of our members 
has suggested that such and such a group seems to have a similar 
position to our own, we have, in cases of that kind, sent material to 
them to acquaint them with our organization. 

Mr. Boges. Do you have individual members or are all of them 
corporations or associations ¢ 

Mr. Stracksein. We just have a mere handful of individual mem- 
bers. 

Mr. Boees. Then the rest of them are corporations, associations, 
trade groups, labor unions, and so forth ? 

Mr. Strackpein. That is correct, yes. 

Mr. Boaes. Do all of them pay the same amount of dues? 

Mr. Srracksern. Well, they all ay the same amount of dues, but 
some of them make contributions above the actual annual dues. The 
annual dues are low. 

Mr. Boces. What are the annual dues? 

Mr. Srracksein. Mr. Congressman, if I may, I would just as soon 
be excused from answering that. Our committee right now is con- 
sidering, eect ae the basis of the dues. If you want to apply 
for membership, I will be very glad to take the matter up with you. 

I understand you do have some industries in Louisiana that are 
interested in protection, such as sugar and shrimp. 

Mr. Boaes. We have a great many. 

Mr. Srracksern. And hardboard. 

Mr. Bocas. I am certain you may have some members there. 

Is your answer that you prefer not to answer the question? 

Mr. Srracksen. I would prefer not to answer, if you do not mind. 

Mr. Bocas. Certainly. I would not press you on that. 

Did I understand you correctly to say—or at least I got this impres- 
sion, and if I am wrong I want you to correct me—that no substantial 
businessman who had any interest in this thing, any personal interest 
in this matter, advocated H. R.1? You may not have used the expres- 
sion do-gooders, or the farmers, or whatever it was. 

Mr. Srracksein. Mr. Boggs, if that is in my statement, it has 
slipped my mind, because I do not recall making such a reference 
or insinuation. 

Mr. Boges. There was something that you said that left the impres- 
sion with me that only people, to put it in the vernacular, whose oxen 
were not being gored, or who stood to gain personally, were in favor 
of this legislation. I am talking about an industry now. 

Mr. Srracxsetn. I think what you referred to was where I spoke 
of the—it is not really in point. I do not find it right now. I think 
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I know what you referred to. I referred to academicians and certain 
enthusiasts that claimed that freer trade would make for international 
, 1 believe it is. 

Mr. Boees. That is correct. 

Mr. SrrackBeIn. Yes, I believe that is it. 

Mr. Boees. I think that has been pretty much the thesis of the 
President’s. message to Congress, that freer trade would make for 
international peace. 

Would you be inclined to put the President in that category, the 
category of an academician? Is that a professor or a college man, or 
what ? 

Mr. Srracxsern. Yes; I would say a college man who has been 
untrained by life in business, farming, or something of that kind, a 
person devoted principally to the academic professions. 

Mr. Bocas. Such as Secretary Wilson who came here and made a 
very strong statement for this bill? 

Mr. SrrackpeE1n. I was not here when he testified, and I have not 
read his testimony, so I would not be really prepared to say. 1 would 
not categorize him as an academician, if that is the question. 

Mr. Boees. That is the question. You would not include him as an 
academician ? 

Mr. Srracxsern. No; I would not. 

Mr. Boaes. That is a hard word to say. 

How about Secretary Benson? He was here. Would you put him 
in that category ? 

Mr. Srracksetn. No; I would not. 

Mr. Boees. And Secretary Weeks; he was here. 

Mr. SrrackBetn. He was here. I would not classify him, from the 
mere fact that he was here, as an academician. 

‘Mr. Boaes. Then do you not think maybe you should amend your 
statement to say with the exception of Secretaries Wilson, Weeks, 
Benson, and President Eisenhower? 

Mr. Srracxee1n. The assumption behind your question is that all 
those witnesses said or implied, at least, that free trade would make 
for international peace. 

Mr. Boaas. Yes; that is exactly what they said. 

Mr. Srracksetn. Well, I would want to see the exact language of 
what they did say. 

Mr. Boas. I must amend that. They did not say free trade. They 
said freer trade. 

Mr. Srrackpern. You must excuse me. I have not seen their state- 
ment. I heard only one of them testify, and I have not seen their 
statements. I would want to see the exact language of their statements 
before I would want to answer that question. 

Mr. Boggs. I think that is a fair position. 

Are dues to your organization tax exempt? 

Mr. SrrackBern, Yes. 

Mr. Bocas. As a business association or a trade association ? 

Mr. Srracxsetn. Naturally, it is some one particular section of 
the Internal Revenue Act. I have forgotten the exact section. 

Mr. Bocas. Do you know Mr. Randall? 

_Mr. Srracxeetn. I have only casually met him. I testified before 
his committee. when he was chairman, That is the extent of my 
acquaintance. 
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Mr. Boces. Do you consider him an academician ? 

Mr. Srracxsetn. No; I do not. 

Mr. Bocas. A do-gooder? 

Mr. Stracxsetn. I do not use the term here. 

Mr. Boees. And an enthusiast ? 

Mr. Srracxpern. Well, I might say perhaps he is a crusader. I do 
not think he would object to that term. 

Mr. Boces. Would it be fair to describe him as a hardheaded busi- 
nessman ¢ 

Mr. Srracxsetn. Well, he is the president of a steel company of 
considerable size; yes. 

Mr. Boees. He has been relatively successful. Would you not 
say so? 

Mr. STrackKBEIN. I would assume so. 

Mr. Boees. You disagree totally and completely with his recom- 
mendations, then, I presume? 

Mr. Srracksern. I do not want to say that I would disagree totally 
and completely; no. I would not say that. It is not a question of 
black and white here. I undertook to set forth in this statement the 
principal objections that we had, and they do cut pretty deeply into the 
bill. I will grant you that. 

But we think we have a substitute that will overcome these things, 
that would accomplish what Mr. Randall himself has as his objective 
and what this bill, possibly, has as its objective, namely, a maximum of 
foreign trade. 

We believe that that can be accomplished without exposing our 
industries to unfair import competition. There is where the principal 
difference comes in. . 

Mr. Bocas. Do you favor the principle of reciprocity? 

Mr. Srracksern,. It is hard to say, because I have not seen any evi- 
dence of reciprocity for 20 years. 

Mr. Boees. You would say that since 1934—— 

Mr. Srracksern. I would say in principle reciprocity is a very good 
thing; yes. 

Mr. Boden: And it is your considered judgment that since the 
original passage of this legislation, there has been no reciprocity ? 

Mr. SrraAcKBeEIn. Very seriously, I think it would be extremely diffi- 
cult to determine just how much reciprocity there has been. If you 
look at the trade between the nations, among the nations, I think 
you would find that many of the concessions that were granted to this 
country in these trade agreements have actually been nullified by many 
nontariff restrictions: Import quotas, exchange controls, import 
licenses, embargoes, bilateral agreements, and many other devices, and 
exchange dere bation’ Actually, it would be impossible, I believe. 
statistically, to determine whether there has been any real reciprocity 
or not. There is much evidence that concessions have been nullified. 
Perhaps for good reasons, but nullified just the same. 

Mr. Boces. Would you advocate a return to a complete unilateral 
system of tariff regulation ? 

Mr. Srrackeern. I believe, Mr. Boggs, that inasmuch as in the 
past 20 years we have reduced our tariff very drastically, to the point 
where today the average level is 75 percent below what it was 20 years 
ago, we have reached the point where there is very little left in the 
bargaining barrel, so to speak. There is very little left in the barrel 
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with which to bargain. We have come to the point where we are 
cutting very close to the quick, and in many instances we have cut to 
the quick. We think we have reached that level where any further 
bargaining of, let us say, in order to help one industry you expose 
another industry to unfair competition—we do not believe that that 
should be continued. 

We do not believe that there is enough left, actually, to work on. 
We have come to the point where, if you help one industry, you hurt 
another one, or we have come so close to it that this idea of general 
tariff cuts, as is practiced in these international conferences, should be 
discontinued. 

Mr. Boces. Did I understand you to say that there are some provi- 
sions in the bill before us which would not be covered by the escape 
clause ? 

Mr. Srracksetn. There is a provision that the President may cut 
in half the rate on any item that is either not being imported at all, 
or imported only in negligible quantity. I understand that the Presi- 
dent could exercise that power without any concession in return. 
Therefore, that would not be a trade-agreement concession, and would 
not be subject to the escape clause. 

Mr. Boees. I am not prepared to argue that point with you, but it 
is my understanding that both the peril point and the escape clause 
apply to all provisions in this proposed legislation. 

Mr. SrrackseIn. If so, the intent, I think, could be spelled out a 
little more clearly. But I may say there, if the peril point and escape 
clause are no more effective in the future as in the past, you maigh 


as well not have it subject to either the peril point or escape clause. 
Mr. Boees. Would you recommend eliminating them in this bill’ 


Mr. Srracksetn. The peril point and escape clause? 
Mr. Bogas. Yes. 


Mr. Stracksern. No. 

Mr. Boees. If they are no good, why do you advocate them ? 

Mr. Srracksern. Where there is life, there is hope that we may get 
it straightened out. 

Mr. Boggs. Is it better by amending the language in the act or in 
the administration ? 

Mr. Srracksern. In the administration, as pointed out before, 
that is to say, in the Executive veto as exercised. 


Mr. Boeas. As exercised by President Truman and President 
Eisenhower ? 


Mr. Srrackeein. Correct. 

Mr. Boeas. With reference to the statement about world peace, | 
want to read you a line here which reads as follows: 

Increased trade between peoples and nations would increase understanding 
between such peoples or nations and importantly contribute to world peace. 

That was said just a few days ago before this committee by Secre- 
tary Wilson. You do not agree with that statement! __ 

Mr. Srrackpetn. Would you read that again, please, sir? 

Mr. Boees (reading) : 

Increased trade between peoples and nations would increase understanding 
between such peoples or nations and importantly contribute to world peace. 

Mr. Srracksern. I would make this qualification. I would say it 
depends on the kind of trade. Competitive trade and rivalry can make 

57600—55—pt. 164 
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for misunderstanding among nations just as well as noncompetitive 
or complimentary trade does make for friendship and understanding. 
Commercial rivalry certainly has been mentioned more than once 
by reliable historians as being the cause of war. 

Mr. Boses. I have one further question. Do you advocate the 
rather indiscriminate imposition of quotas, import quotas? 

Mr. Srracksern. No. 

Mr. Boses. Do you advocate import quotas? 

Mr. Srracksetn. Yes. 

Mr. Boees. Secretary Dulles in his testimony here was very con- 
cerned about quotas. He said the difficulty about quotas was that once 
you determined them, then you will be required to determine by Gov- 
ernment regulation the distribution of the quotas internally or do- 
mestically. 

That led to controls, the basis for controls, the historic foundations, 
and so forth, and, ultimately, if carried to its final conclusion, to a 
degree of socialization of those industries involved. Do you sub- 
scribe to that? 

Mr. Srracxeern. Of course, I do not know what quotas he had in 
mind, but let us take the sugar quota, in which several States in this 
country are interested. I do not know what will be the ultimate 
outcome of the sugar quota, but I do know, and I know from close 
contact with the sugar problem before World War II, and durin 
the 1920’s, that the sugar industry was in a bad way, both here an 
in foreign countries. That included not only Louisiana and Florida 
but it included Cuba, Puerto Rico, Hawaii, the Philippines, and all 
the other producing areas. 

Since the sugar quota was established, all segments are in much 
better condition than they were before. Not all, I understand, of the 
domestic segments of the industry are satisfied with the quota limita- 
tions. But certainly, I do not follow the concept that import quotas 
lead to socialization. We have a highly restrictive quota on the im- 
port of cotton, wheat, and wheat flour, peanuts, and I do not see where 
the imposition of those quotas leads to any semblance, even, of social- 
ization of cotton growing or wheat growing or flour milling in this 
country. 

Mr. Bisod. Do you know of any instance where quotas have been 
used on manufactured items ? 

Mr. Srracksern. They are not now permissible under the General 
Agreement on Tariffs and Trade. That is one item. I say they are 
not permissible. They are not permissible so far as the United States 
is concerned. Other countries may impose quotas on manufactured 
items if they are in conditions of balance-of-payment difficulties, or if 
they are underdeveloped countries. But the United States may not 
employ an import quota on industrial items under GATT. 

Mr. Boces. I am certain that you know that in the case of sugar, 
there you have a matter of reciprocity, complete reciprocity, because 
these things have been worked out vecipedul with the various pro- 
ducing areas which have a stake in the American market. We are still 
working on the problem, as many adjustments are required. 

Mr. Srracksewn. That is correct. It is what you call an inter- 
national commodity agreement, in the nature of a cartel, you might 
say. 
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Mr. Boges. You dq not think for one moment that could have been 
accomplished without reciprocity, do you? Do you think it would 
have been done unilaterally ¢ 

Mr. Srracksern. It was not done under the trade-agreements sys- 
tem, but was based on the Sugar Act, an act of Congress. 

Mr. Boaes. Very true, and it was done on the basis of reciprocity. 
But it also carried with it a very substantial reduction in tariff, which 
you are probably familiar with. 

Mr. Srracxeern. I think that the reduction in tariff could be made 
in many instances if you use the quota as a form of regulation. I 
think you would find that many producers in this country would be 
glad to trade a tariff for a quota. 

Mr. Bocas. What we have had advocated by so many people—and 
1 do not know whether your group does or not—is not only increasing 
the tariff but imposing a quota as well. In the case of sugar, the 
tariff was reduced immediately over 50 percent when the quota was 
imposed. Actually, the amount of sugar produced in the United 
States increased considerably at less cost to the American consumer, 
although we still need more domestic production. 

r. Stracksern. Of course, the consumption of sugar, as you know, 
has increased tremendously in the last 20 years. But the tariff on 
many of the industrial items and on many agricultural items has 
also been reduced by 50 percent or even 75 percent without benefit of 
a quota. 

Mr. Bogas. I have no further questions, Mr. Chairman. 

I find it difficult for me to understand Mr. Strackbein’s alternate 
plan. I have every desire he has, to protect our American economy. 
But without some reciprocity, I do not understand how you have an 
‘alternate plan. 

The Cuatrman. Are there further questions? 

Mr. Jenkins of Ohio will inquire. 

Mr. Jenxins. Mr. Strackbein, I am sure everyone who has heard 
you this afternoon will ‘that you have made a very wonder- 
ful statement. It is pa et it is positive, and it is far-reaching. 
The best testimony to that is the interest that your statement has 
created, especially for the gentleman from Louisiana. He evidently 
has learned something. 

Let me ask you this: I notice in your list you list the United Mine 
Workers of America, the Bicycle Institute, and several others. Do you 
know whether they are going to testify? Is the United Mine Workers 
going to testify ? 

Mr. Srracksern. I understand they are. 

Mr. Jenxrns. You understand they are? 

Mr. Srracksern. Yes. 

Mr. Jenkins. My reason for asking this is because I shall want to 


get some figures on the different ones I shall mention to you. The 
Bicycle Institute? 


. STRACKBEIN. Yes. 
. Jenkins. And the American Flint Glass Workers’ Union? 
. STRACKBEIN. Yes. 


. JENKiNs. And the Potters’ Association ? 
. STRACKBEIN. Yes. 


Mr. Jenkins. That is all. I will be glad to get my figures when 
they testify. 
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The Cuaiman. Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. Mr. Strackbein, if, as you believe, increased trade does 
not increase understanding but does often lead to commercial ill will 
as you state in your statement, would you, therefore, favor unlimited 
trade across the Lron Curtain except in critical military materials? 
We could take care of that Japanese situation very well, if you be- 
lieve in that, by having them sell again to China and Russia everything 
except critical materials. sf 

Mr. Srracknetn. I think there must be some misunderstanding, Mr. 
Kean. I did not say that increased trade increased rivalry necessarily. 
I distinguished between two types of trade. I say that competitive 
trade does not necessarily mean pacification. It may lead to com- 
mercial rivalry. 

Mr. Kean. You said that trade sometimes leads to rivalry. That 
is one of the things that we worry about with reference to possible 
trade across the [ron Curtain, and especially with Japan, that it would 
lead to friendly relations with China and Russia. 

Mr. Srrackeein. I do not believe that is the real objection there, 
Mr. Kean. I think the real objection there is adding to the war 
tential of China and Russia. 1 do not think that the understanding 
that would develop or the friendship that would develop was of any 
concern. 

Mr. Kean. I think both. I think a lot of trade between the two 
nations, in buying each other’s goods, and in exchanging goods, will 
bring about a condition of friendship between them. 

Mr. Srrackeern. Mr. Kean, I do not want to ask you a question, but 
I want to make this observation. 

It is generally accepted that one of the prime causes of the First 
World War was commercial rivalry, and one of the causes of the war 
between the United States and Japan was commercial expansion in 
the Far East, competition. 

I say that if you can have trade on a fair basis, it does not lead as 
readily to ill will even if it is competitive trade. 

Mr. Kean. You are talking about the rivalry with Germany trying 
to get into Africa and all of that in World War I? 

Mr. Srracxsern. Yes. I would not say it was the sole cause of 
the war, but it was certainly numbered as one of the strong contribu- 
tory causes. 

Mr. Chairman, if I may make one observation here, it is this: It has 
so often been said, and I have heard no answer to it, that the mere 
existence of the escape clause and the peril point in our law was a 
deterrent to other countries in expanding their sales in this market. 

I just want to point out that while several cases were before the 
Tariff Commission under the escape clause, notably the ground-fish 
fillets, the imports increased as follows: They were 93 million pounds 
in 1951; 107 million pounds in 1952; 89 million pounds—a slight drop 
off—in 1953; and 138 million pounds in 1954. During that time there 
were two escape-clause cases brought before the Tariff Commission. 
Yet imports went all the way from 93 million to 138 million. 

In the case of the bicycles, that industry also has now been before. 
the Tariff Commission twice under the escape clause. Here is the 
record of imports: 1951, 176,000; 1952, 245,000; 1953, 539,000; and: 
for the first half of 1954 it was 291.000. 
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That does not indicate any deterring effect, not only of the mere 
existence of the escape clause but the actual use and the actual invoca- 
tion of the escape clauses in two successive instances. In the face of 
that fact, these imports kept on increasing with an upward trend. 

The Caarmman. What is your point in presenting that ? 

Mr. Stracksetn. The point is that it has constantly been said many 
times, ‘and'I have heard'it many times, by those who believe that the 
escape clause and the peril point should be abolished, that their mere 
existence in our law was a deterrent to increased imports. Certainly 
where we have direct tests of the case that is not true. 

The Cuamman. You said in answer to Mr. Boggs’ question that 
you favored the continuation of the escape clause and the peril point. 

Mr. Srracksern. That is correct. 

The Cuairman. The pending bill does that. 

Mr. Strackpern. Yes. 

The Cuarrman. That is what you want? 

Mr. Srracxsetn. That is correct. 

The Cuamman. All right. Where is the argument é 

Mr. Srracxsern. There is no particular argument, but there is a 
great deal of ‘opinion in this country that cites the horrors of the 
escape clause and the peril point. I just want to point out that the 
arguments used are not sound; they are not based on the actual facts. 

he Cuatrman. Are there any further questions ? 

Mr. Mason. Mr. Chairman. 

The Cuarman. Did you get through, Mr. Kean ? 

Mr. Kran. Yes, Mr. Chairman. 

Mr. Mason. Mr. Chairman? 

The Caamman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Mr. Strackbein, what is the number of the bill that 
would make all tariff rates statutory and would return to the Con- 
gress the control over our tariff problems? I want to get the number. 
| want to look that bill up. Iam highly in favor of such a bill. 

Mr. Srracwsern. H. R. 864. 

Mr. Mason. Thank you. 

Now, this increased trade would increase understanding, and 
at least it tends toward bringing about peace; every member of the 
Cabinet testified to that fact. But the 21 years of experience under 
the reciprocal-trade agreements have absolutely denied that fact, be- 
cause the world is in a worse condition now than it was 21 years ago. 
We have had a dozen wars during that time and international rela- 
tions have been strained in many, many instances. So they have not 
at least tended in these 21 years to bring it about, and I doubt that 
any lowering of the tariff would bring it about in the next 21 years. 

The Cuatrman. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapiaxk. Mr. Strackbein, looking over the list. of members and 
associates of your organization which you appended to your formal 
statement, I find a number listing affiliation with the American Fed- 
eration of Labor. No national representative or officer of the Ameri- 
can Federation of Labor appeared, although on last Monday we had 
Mr. Carey who is the secretary general or secretary-treasurer of the 
National CIO appear, and he, of course, testified in favor of the bill. 

Mr. StacksBeIn. Yes, sir. 

Mr. Savuax. Can I rightfully assume now that the Congress of 
Industrial Organizations is for the extension, for H. R. 1, and on the 
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basis of the number who are affiliated with your organization ‘who 
belong to the A. F. of L., that the American Federation’ of Labor is 
against the extension or against H. R. 1? reih aq ry 

Mr. Srracxsern. I do not think that. you can make that. assump- 
tion. I think the statement that will be filed by the American Federa- 
tion of Labor will possibly offer qualified endorsement, let us say. 

Mr. Saptax. I am looking forward to reading the statement when 
it is presented. You will recall, and I believe you were here, when 
Mr. Carey testified I asked him about a letter from the Textile Work- 
ers Union of America, which is an affiliate of the CIO. They come 
to me as the Congressman at Large from Connecticut and appeal to 
help them protect their industry. Here the national officer of the CIO, 
with Sor they are affiliated, comes before us and urges that we vote 

or H. R. 1. 

I am just wondering what the situation is with the A. F. of L., 
because you have about nine organizations affiliated with your organ- 
ization who are in opposition. 4 

But I have not as yet heard a statement from the national organiza- 
tion. It may be the same kind of a case. 

Mr. Srracksern. The general position in recent years has been that 
while they favor a maximum of international trade, this trade must 
not be conducted in a manner to break down the wage and labor stand- 
ards in this country. ys 

Mr. Sapiax. The way I have observed it, Mr. Strackbein, in the 
short time I have been here, is that the national organization is for 
the continuation and extensions of reciprocal trade, but no, not for 
the textile industry that is being harmed, or, as far as the garment 
workers who are being injured, that it is not for them, and not for 
the hatmakers, and so forth. } 

It makes a very difficult decision for us who are trying to do the job 
fully and adequately. 

I have one other question. It is in regard to the escape clause, and, 
of course, you are for an effective escape clause in this bill if it is to 
pass. What remedy do you recommend in order to make the escape 
clause more effective ? 

Mr. Srracksern. The first step that we would take would be to have 
the Tariff Commission, after making its finding, send its recommenda- 
tion to the Congress rather than to the Executive. 

Mr. SapiaK. I questioned a witness this morning. It is my belief 
as I try to study these bills, these recommendations, these hearings, 
as they go on for final and ultimate decision, that the final decision is 
not always based on the substantial evidence that is provided by the 
Tariff Commission. Based on this belief, I am thinking of an amend- 
ment that might give the kind of strength to an escape clause which 
the people whom you are representing are ur requiring the 
President in the final analysis to rely very substantially upon the find- 
ings and extended hearings before the Tariff Commission, rather than 
on any intervening evidence that might be gathered about 10 days 
before making the decision. 

Mr. Srracksern. I would say that would be an improvement over 
the present situation. 

Mr. Sapiak. Thank you. 

The Cuarrman. We thank you again, Mr. Strackbein, for your 
appearance and the information you have given the committee. 





TRADE AGREEMENTS EXTENSION 995 


Mr. Srracksern. Thank you. 

The Cuairman. The next witness is Mrs. William D. Leetch, secre- 
tary, American Coalition, Washington, D. C. 

Will you please follow the usual custom of giving your name, 
address, and the capacity in which you appear, for the record, please ? 


STATEMENT OF MRS. WILLIAM D. LEETCH, SECRETARY, AMERICAN 
COALITION, WASHINGTON, D. C. 


Mrs. Lzercn. I will be glad to. 

Mr. Chairman and members of the committee, I am Madalen 
Dingley Leetch. My name was Dingley before it was Leetch. My 
distinguished grandfather was the chairman of this distinguished 
committee. His portrait is to my right on the wall. He is watching 
me today and what I am doing would please him whether or not it 
pleases the political situation today and yourself, Mr. Chairman. I 
am trying to be more or less facetious. 

The American Coalition of about 100 civic, fraternal, and patriotic 
organizations presents the following resolutions which speak for 
themselves and ask that they be made a part of the hearing record 
with the accompanying statement of the secretary, Madalen Dingley 
Leetch (Mrs. William D.), resident of the District of Columbis, 
Michigan voter, whose remarks are her own. 

(Resolutions adopted at the annual convention of the American 
Coalition, January 13, 1955, Mayflower Hotel, Washington, D. C.:) 


REGULATION OF FOREIGN COMMERCE 


Whereas the reciprocal trade agreements program represents an unwarranted 
encroachment of the executive branch of our Government upon the legislative 
responsibility conferred upon Congress by the Constitution of the United States ; 
and 

Whereas as a result of reduction of tariffs under the reciprocal trade agree- 
ments program various industries important to our healthy economy and strong 
national defense have been injured or forced out of business with consequent 
injury and loss of jobs by the American workingman: Therefore be it 

Resolved, That the American Coalition of Patriotic Societies in annual con- 
vention assembled, urges Congress to allow the 1934 Trade Agreements Act— 
Reciprocal Trade Agreements Act—to expire June 12, 1955, and upon its 
expiration, the Congress should resume its constitutional responsibility of regu- 
lating foreign commerce through its agent, the Tariff Commission. 


Tue GENERAL AGREEMENT ON TARIFFS AND TRADE (GATT) 


Whereas GATT, or the General Agreement on Tariffs and Trade, permits the 
acts of Congress and policies of our Government to be reviewed, revised, and ex- 
ploited by such an international organization, and thereby places the authority 
for regulating American industry in the hands of foreign nations, and 

Whereas the announced plan of world federalists is to divide the resources of 
the world among all peoples, thus impoverishing the United States: Therefore 
be it 

Resolved, That the American Coalition of Patriotic Societies, in annual con- 
vention assembled, urges the Congress of the United States to enact legislation 
that will prevent our participation in multilateral trade-agreement negotiations 
within the framework of GATT, or any similar international organization. 


Mrs. Leercu. Mr. Chairman, the national board of managers, 
National Society of New England Women, of which I am legislative 
chairman, also adopted a resolution yesterday in New York, at their 
board meeting, which I would like to give for the record, if I may; 
it is just a short resolve for inclusion in the record. 

The Cuarrman. Without objection. 
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(The resolution referred to is as follows:) 


National board of managers, National Society ef New England Women, meet- 
ing in the Waldorf-Astoria Hotel, New York City, N. Y., January 25, 1955, 
adopted the following resolution : 


“Resolved, That the national board of managers of the National Society of 
New. England Women reaffirms the society’s opposition to the extension of the 
Reciprocal Trade Agreements Act of 1934 and to H. R. 1.” 

Mrs. Leercn. It is just a statement that they oppose the Reciprocal 
Trade Agreements Act, the extension under H. R. 1. 

The American Coalition opposed the enactment of the 1934 Trade 
Agreements Act as a menace to American labor, industry, standard 
of living, and national security. The president, Mr. John Lb. Trevor, 
pointed out that it was indefensible to “loan taxpayers’ money to for- 
eign countries for the development of industrial projects to compete 
with American industry.” He predicted one evil result would be the 
“inevitable demand for other forms of protection, such as subsidies.” 
Serious injury to American industry and labor has been demonstrated 
and. subsidies—unsound politically and economically—are now com- 
monplace, with more being advocated by the Randall Commission, 
and.a bill has already been introduced in the Congress for the purpose. 

The American Coalition, however, is dedicated to help preserve and 
rekindle faith in the Constitution of the United States—rmghtly called 
the civil bible of Americans—and to teach the value of our Constitu- 
tion and its system of free enterprise. It seems to us that the dangers 
to our Republic from within are the most grave we have to meet. 
The American constitutional government is the best defense against 
conspiratorial attempts against the United States. 

Assaults on the Constitution: There are those among us who would 
abolish the Constitution of the United States despite their oath to 
protect it. There is already in print a world constitution which wipes 
out the United States Constitution. Here it is. World federalists 
would bring about the development and transformation of the United 
Nations Organization into a world federal government with power 
to make, enforce, and interpret world law, whatever law it might be, 
not ours. 

The World Association of Parliamentarians for World Govern- 
ment, with American leadership, met in London in September 1952 
and again more recently and unveiled a plan to divide the United 
States and the world into zones, each sien by a commissar who can- 
not be a citizen of the zone he rules. Their map shows the United 
States in four zones. I have their original material right here. (See 
Task Force, January 1955, No. 9, Defenders of the American Consti- 
tution, Ine.) 

The economic one-world: A vital part of all one-world plans in- 
clude a division of the wealth and resources of the world in order 
that the standard of living shall be uniform throughout. This is 
from photostatic copies of their material. Under their charter, sec- 
tion B: 

The world organization will effect virtual freedom for all peoples— 


“peoples” is the Socialist-Communist connotation with the “s” on the 
end of it— 


production and distribution of basie foodstuffs, raw, and strategic materials. 
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The next is under “Acknowledgment,” page 33 : 


all trade agreements between governments and their plans for future develop 
ment of basic needs will be coordinated by the world organization who will 
maintain the world account in sections. The account will be kept in the world 


mark. 

He is blind, indeed, who does not see that the misnamed “reciprocal” 
trade agreement program and its international aspect, the Genera] 
Agreement on Tariffs and Trade (GATT), which permits a board of 
foreigners to be the final arbiter of United States economic destiny, 
are the facade for the economic one-world. 

It is noteworthy that Jose Stalin, in his Marxism and the Na- 


tional Question (p. 117, Int. Pub.) advocated an economic one-world 
in these words: 


Unless such aid [to the backward countries] is forthcoming it will be impossi- 
ble to bring about the peaceful coexistence— 


those words again— 


and fraternal collaboration of the toilers of the various nations and peoples 
within a single world economic system that are so essential for the final triumph 


of socialism. 

Are we unwittingly working for “the final triumph of socialism” 
on behalf of Joseph Stalin? 

One-world faces behind different masks: The same forces would 
break down immigration restrictions and redistribute the populations 
of the world—while UNESCO (United Nations Educational, Scien- 
tific, and Cultural Organization) and the “brotherhood” racket con- 
dition our thinking and that of our children—for one Socialist- 
Communist world. With continued surrender of sovereignty, the 
United States will become an impoverished, vassal colony of the world 
Socialist-Communist majority. 

I have with me a map showing the races of mankind, which I think 
some of you committee members would be interested to see. The puzzle 
is to find a Caucasian and as less than 614 percent of the world popu- 
lation, we are outnumbered and outvoted, and I think nothing shows 
it more plainly than this map of the races of mankind. 

Also, as to UNESCO, Dr. Milton Eisenhower was, of course, the 
first Chairman of the UNESCO Commission, and I have a quote from 
him on what UNESCO was intended to do. This is a publication 
of the United States Government Printing Office, and costs 20 cents, 
published by the United States National Commission for UNESCO, 
page 23, where Dr. Eisenhower says: 

For, one can truly understand UNESCO only if one views it in its historical 
context and viewed in this way it reveals itself as one more step in our halting, 
painful but I think real progress toward a genuine world government. 

Dr. Eisenhower is one of the President’s closest advisers. 

Our foreign policy: Our distinguished Department of State told 
us in 1950 that their plans “may lead eventually to a form of world 
government,” and that “there is no longer any real distinction between 
‘domestic’ and ‘foreign’ affairs,” thus showing a lack of appreciation, 
if not actual contempt, of this Government’s operation sain the Con- 
stitution. 

Now, the present Secretary of State was then in the Senate and he 
was endorsing the Atlantic Union Plan for World Government, which 
is a plan to have the President call and invite—this is a photostatic 
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copy of Mr. Dulles’s letter, Senator Dulles then, to Mr. Walton Moore, 
secretary, Atlantic Union Committee under date of October 22, 1949. 

As a Senator, I shall vote for the Atlantic resolution. It calls upon the Presi- 
dent to invite the nations which sponsor the North Atlantic Treaty Organization 
to name representatives of their principal political parties to meet in convention, 
to explore the possibility of developing the principle of free federal union. 

Incidentally, the Atlantic Union Committee is a tax-free founda- 
tion and they are moving to Washington. Here is a brand new letter, 
October 29, 1952. This is not brand new, then. In it they say that 
they are moving their office to Washington to prepare a new plan of 
aggressive political action. Since when has an organization that has 
that for a program a right to be tax free? 

Knowing full well that the American people would repudiate an 
amendment to the Constitution to bring about a world state—by in- 
direction, through legislation in conflict with the provisions of the 
Constitution—a way is found to nullify its operation and strike down 
its authority, These nullifying laws originate in the executive branch 
of Government in shameless disregard Teathe and pledges to uphold 
the Constitution, and are crowded through the legislative branch by 
coercion and the use of favor and patronage that amounts to moral 
bribery. Unprecedented grants of power have been coaxed from you, 
the people’s representatives on the plea of “emergency” and on the 

romise that they would be restored when the emergency had passed. 
nstead emergency powers have been retained, enlarged upon and 
built into the fabric of Government. 

Now, I pick up this H. R. 1. The phrases “the President is au- 
thorized to,” “the President may exercise his opinion,” “the President 
may establish procedures,” “the President may determine,” “the Presi- 
dent shall take action,” “the President is authorized,” “the President 
may proclaim.” Such expressions go on 24 times in this bill. 

Now, I give you an authority on the Constitution, Dean Manion, 
who is known to all of you, I am sure. He has taught constitutional 
law for 25 years at Notre Dame. This is what he has to say on that— 

Mark you well, my friends, the last act in this tragic dramatization of the 
death of American liberty and American independence will come with the com- 
plete concentration of power in the hands of the President of the United States. 
The stage will then be set for the great epilogue when the Iron Curtain falls upon 
the United States and as it has fallen upon the so-called democracies of Eastern 
Europe. , 

The Department of State probably has negotiated dozens of multi- 
lateral trade programs that contain the most-favored-nation clause. 
When granting a tariff concession to one country, all other parties to 
the agreement also benefit, including Iron Curtain countries. This, 
in effect, nullifies a clear law on our statute books prohibiting the 
importation into the United States of goods produced by forced labor. 

I understand the Secretary of Defense says that any trade with the 
Soviets helps their economy, but, of course, Mr. Stassen promotes that 
trade and keeps knocking off the strategic list items which suddenly 
become nonstrategic in his view. 

Article I, section 8, of the United States Constitution says: 

Congress shall have power to regulate commerce with foreign nations. 

But it is the Department of State that is negotiating tariff and trade 


programs as instruments of power politics in a system of State controls 
abhorrent to our system. It is not even free trade. The voice of 
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yrivate enterprise is being choked to death. The little fellow is being 

forced out of business and swallowed by big business which, in some 
cases, does not seem to understand that bigger Government will soon 
swallow him—*“for the final triumph of socialism.” 

The patriot-statesmen who insisted on a divsion of power between 
the three branches of our Government knew what it was like to live 
under a dictator. What will you do about it, now that the executive 
branch and its guiding bureaucrats demand increased power for 3 
years which, if granted, will permit them to barter away any remain- 
ing self-sufficiency and independence we may have? What is hidden 
in the 12 pages of H. R. 1’s verbosity? Certainly greater abdication 
by Congress. 

We ask you, as you value your own future and that of your children 
and ours, to take back your constitutional responsibility, before it is 
forever too late, to regulate foreign commerce through your agent, 
the Tariff Commission, and allow the 1934 Trade Agreements Act to 
expire June 12, 1955, and to prevent United States participation in 
multilateral trade agreements within the framework of GATT, or 
any similar. international organization that robs the sovereign people 
of their constitutional right to be the arbiters of their own destiny. 

Don’t let them take our Constitution away from us. Take one step 
backward in the right direction. 

The Cuatmrman. Does that complete your statement ? 

Mrs. Lerercu. Yes, sir. 

The Cuairman. We thank you for your appearance and the infor- 
mation you have given to the committee. 

Are there any questions? 

Mrs. Leercu. Thank you. 

The CuHatrman. The next witness on the calendar is Mr. L. B. 
ae iit vice president of the Bausch & Lomb Optical Co., Rochester, 


Mr. McKinley, will you please follow the usual custom of giving 


your name, address, and the capacity in which you appear, for the 
record ¢ 


STATEMENT OF L. B. McKINLEY, VICE PRESIDENT IN CHARGE OF 
SCIENTIFIC INSTRUMENT SALES, BAUSCH & LOMB OPTICAL CO., 
ROCHESTER, N. Y. 


Mr. McKrntey. My name is L. B. McKinley. I am vice president 
in charge of scientific instrument sales of Bausch & Lomb Optical Co., 
Rochester, N. Y. 

Although I am appearing in opposition to House Resolution 1, I 
would like to state at the outset that neither I nor my company, nor 
the optical industry, is opposed to the concept that our national secu- 
rity is dependent upon a long-range program to strengthen our allies 
through increased foreign trade. We feel very strongly, however, 
that any proposal to extend the President’s authority to enter into 
reciprécal trade agreements should contain adequate provisions regard- 
ing the second aspect of our national security—that of maintaining 
those domestic industries essential to our defense production. We 
do not believe that H. R. 1 as presently written does so. 

The so-called escape clause oe of this proposed legislation 
are wholly inadequate in regard to supplying the necessary safeguards 
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tor the protection of our strategic industries. These escape-clause 
provisions were established on the basis of economic criteria alone 
and have been applied only when serious injury has been demonstrated 
en the part of domestic industry by reason of increased foreign imports. 

We respectfully submit, therefore, that the proposed bill, isofar 
as it nade safeguards strategic defense industries in this 
country, constitutes a gap in our national security, an Achilles heel 
in our defense-mobilization planning. There exist within these stra- 
tegic industries, and TATA ERY within the scientific optical-instru- 
ment industry, uniquely critical skills, highly essential to defense 
production, and the product of unusually long training time. These 
skills cannot be stockpiled in a manner similar to critical materials, 
but must be maintained in constant use in order to be available as 
a base from which expanded wartime production can be rapidly and 
efficiently launched. If these unusual] skills are dispersed or ewe 
to eons through disuse, they will be lost and can be recreated only 
with a costly loss of time. 

Provision must be made to identify these uniquely critica] skills 
and to establish the minimum levels at which they should ‘be main- 
tained for wartime expansion. If the strategic industries employin 
these unusually critical skills are allowed to suffer serious injury, suc 
as suggested under the escape-clause provisions before action is taken 
to preserve them, the damage has already been done and our national 
security already put in jeopardy. 

The national security and the strength or our mobilization base 
cannot be subject to limited authority or limited action. The existing 
authorities of the Tariff Commission under the escape-clause provi- 
sions in regard to recommended limited increases in import duties 
cannot be considered as proper or adequate authority to cope with 
the problem outlined above. Separate legislative phar, ae Ns must be 
established to take whatever action is deemed most efficient and proper 
to suit the case of each strategic industry embracing these highly 
unusual skills. 

Considering the scientific optical industry as a case example, I would 
like to submit a few facts to illustrate this problem. 

For some years our company has been explaining to various Gov- 
ernmnt agencies, including this committee, the inroads being made 
on domestic microscope production by imported instruments without 
having actual figures available to prove our point. Recently the 
domestic manufacturers have furnished the Scientific Apparatus Mak- 
ers Association with their production figures, solely for the use of the 
Government. They are set forth below, showing that from 1947 to 
1953 imported microscopes rose from 1 to 43 percent of the United 
States market. 

Imports versus United States consumption 





r Share of im- 
Imports a nie ports of United 
i ert States market 


9 
Percent 
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I did want to point out that the imports rose from 291 to 7,070 
from 1947 to 1953. The total American market dropped from twenty- 
eight-thousand-some to 16,000. That is the main reason why the 
threat of the increased import of microscopes has been important, 
because it is now absorbing 43.7 percent of the market. 

The effect of this increase on employees in domestic industries 
should be obvious. In the case of Bausch & Lomb employment in 
the scientific instrument manufacturing division had crepes 3¢ per- 
cent below normal in June of 1950. The outbreak of hostilities in 
Korea, minor as it was compared to a full-scale war, gave a boost 
to defense industries and defense orders made up the slack caused by 
imports. Our total employment rose from about 3,600 at that time 
to 5,000 by the end of 1951, but as defense orders have fallen off since 
then, so has our employment, and it now stands at about 4,700. As 
I have said, this was a comparatively minor affair and we were able 
to expand, although not as rapidly as the military wished. It has 
been reliably estimated that ina major war the optical industry must 
expand over 20 times. Any such expansion, however, must be predi- 
cated on the assumption that present optical skills are maintained 
and constantly renewed. That will be possible only if adequate steps 
are taken now. 

In addition, I should like to submit a copy of the statement we 
filed last month with the Committee for Reciprocity Information, 
which even more fully sets forth our problem. 

We therefore recommend that the proposed H. R. 1 be modified 
in regards to the so-called escape clause provisions to include separate 
legislative authority which will: 

1. Establish within the Federal Government a single agency that 
has the responsibility and authority to identify those uniquely critica] 
skills which are the product of unusually long training time and 
establish the necessary minimum requirements or nucleus of these 
skills’ which must be maintained to insure rapid and efficient expan- 
sion of defense production in times of national emergency, and to 
recommend appropriate steps to preserve these skills. 

2. Grant adequate authority to the President to take such remedial 
action as may be deemed necessary to preserve in a healthy state this 
required minimum level of these aioe essential skills. 

The Cuatrman. Does that complete your statement, Mr. McKinley ? 

Mr. McKintey. It does, sir. 

The CHarrMan. We thank you for your appearance and the 
information you have given the committee. 

Any questions ? 

Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. I was very much impressed with the figures you gave 
there. You show what I think is a very serious situation. 

Mr. McKintey. We feel so, Congressman. 

Mr. Jenkins. Apparently it has had a very serious effect on your 
business. 

Mr. McKintey. It has that. I appeared here 2 or 3 years ago. 
We intimated that this might be true, but we had no facts to back up 
our contention and now we have the facts. 

Mr. Jenkins. Your story might be compared with the story of 
the watchmakers, skilled men going out of business, men who not only 
make watches but computing instruments, and so on and so forth. 
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If wartime comes, we might find ourselves short of skilled, people 
that we will need badly ? Kine 

Mr. McKrxuey. Mr. Jenkins, could I illustrate a point that has 
already happened in our company ? : 

During World War II, we developed a unique program for making 
reticles used in range-finding devices. We built up a small depart- 
ment of about 12 people, because the demand was high from ay 
forces for reticles, and we kept them busy during the war period. 
Shortly after the war, when those materials were not needed and 
reticles were in short demand or supply, rather, we dissipated that 
department. mt 

When Korea came along, we were unable to make a photographic 
scale, and still have not found out, because those people are no longer 
with us. It illustrates the point exactly of what we are trying to say. 

Mr. JenxKns. That is all I have. : Servet: 

The Cuairman. Mr. Kean, of New Jersey, will inquire. _ 

Mr. Kean. Mr. McKinley, I am very much interested in the fable, 


too. 

As I read it, at the time the foreign factories had been destroyed 
and there was no competition; that is the time when the import was 
1 percent and it has been increased to 43. Now, before the war, in 
1939 for instance, what share of the market in these instruments did 
the United States have? 

Mr. McKintey. I am sorry; I cannot answer that, because the fig- 
ures submitted by the two firms that manufacture microscopes in this 
country do not go beyond 1946. 

Mr. Kean. You do know approximately? At that time did the 
foreigners have more than 43 percent of the market, or did they have 
less? You must know; you were in the business at that time, were 
you not? 

Mr. MoKintry. We were in the business; yes. 

Mr. Kean. You do not have the exact figures, but you must know. 

Mr. McKintey. We would say that the percen of absorption of 
the American market by foreign microscope manufacturers has never 
been as high as it is today. 

Mr. Kean. Approximately the same? 

Mr. McKrntey. No. 

Mr. Kean. You think it was considerably lower ¢ 

Mr. McKrntey. Considerably lower. 

Mr. Kean. Do you export things now? 

Mr. McKrntey. We export some small quantity of scientific instru- 
ments, but I would say that our exports have dropped off 80. percent 
from the end of the war to the present time, as 

Mr. Kran. Your exports have dropped on account of the fact that 
the foreigners got back in competition and you now only export a 
small amount compared to your total business? 

Mr. McKintey.. Very small, much less than 5 percent of our scien- 
tific instruments. 

Mr. Kean. Five percent? 

Mr. McKrntery. Less than 5 percent. 

Mr. Kean. Were you able to make any exports before the war? 

Mr. McKintry. A small amount. About the same. Our markets 
have been primarily in the American market. 
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Mr. Kean. Of course, you do get. some Government business all 
the time, do you not, in classified items, noncompetitive, that you have 
to get? 

Mr. McKinzey. No; I am sorry that after World War II the total 
Government business that we had in our plant had slipped to less 
than one-hundredth of 1 percent of our business. 

Mr. Kean. Less than 1 percent of the business? 

Mr. McKintey. One-hundredth of 1 percent. 

Mr. Kean. One-hundredth of 1.percent, I get you. So that your 
Government business is nothing, and what you feel is that this should 
be an industry that should be especially taken care of, nothing to do 
with the competition, or anything else, but that you want to keep the 
skills of your skilled people, and, therefore, that you figure you 
should have special protection on account of the potential value of 
your industry in time of war? 

Mr. McKrntey. If Congress will set up a criteria for judging what 
industries should be included. 

Mr. Kean. Mr. Perey, who was in here the other day, seemed to 
feel that. people making lenses, by modernization of their plant, and 
various things, could do pretty well in competing. Did you hear his 
testimony ? 

Mr. McKuntey. I did not hear his testimony. I read parts of it in 
the newspaper. However, I might say that the Bell & Howell Co. 
have done. an excellent job in manufacturing. I do not think that 
they constitute a great portion even of the photographic optical end 
of the business. 

Mr. Kean. They told us they could not compete photographically. 

Mr. MoKintey. That is the one in which they are competing. 

Mr. Kean. Some of the expensive cameras they could not compete 
with. 

Mr. McKin.ey. The camera business is their main business. They 
have taken some Government contracts which are not in this field, 
but primarily they do not make instruments at all. 

Mr. Kean. You are a considerably smaller company ? 

Mr. McKrntey. I would think just about the same. 

Mr. Kean. Thank you. 

The Cuarmman. Mr. Eberharter of Pennsylvania will inquire. 

Mr. Exernarrer. I have been furnished with some figures, and I 
just wonder whether or not you agree with them, to some extent if 
not completely. I am informed that the American optical industry 
sales es the war were approximately $8 million, and that in 1954 
it is estimated their sales will be about $125 million. Do you agree 
with those figures? 

Mr. McKintry. I do not see how that could possibly be true. 

Mr. Esnernarrer. Those were sales in optical instruments and 
lenses only. The figures that were furnished me were on that basis. 

Mr. McKintey. they say $8 million ? 

Mr. Esernarrer. $8 million. 

Mr. McKrntey. In what year? 

Mr. Epernarter. Before the war. 

Mr. McKintey. That would be what year? 

_ Mr. Exernarrer. 1939, I believe. They were approximately $8 mil- 
lion, and in 1954 the sales of lenses and optical instruments by the 
American industry amounted to $125 million. 
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Mr. McKintey. I would disagree with those, sir. 

Mr. Exsernarrer. Can you furnish for the record what the actual 
sales were ¢ 

Mr. KcKintey. I do not believe I can, but I think our company 
sales alone, which were not that big a percentage of the 1940 sales in 
scientific instruments, would account for a much larger percentage 
than $8 million worth of business. 

Mr. Exseruarter. Before the war? 

Mr. McKinuiey. Before the war. 

Mr. Esernarrer. In lenses and 

Mr. McKrntey. Scientific instruments. 

Mr. Esernarrer. It would be helpful to the committee if you could 
furnish us figures on that. 

Mr. McKintey. I can furnish company figures, but I have no other 
access to other figures unless we would take the SAMA figures, and 
those are not the entire figures for the optical industry. 

Mr. Kean. Mr. Chairman, may I have unanimous consent to get 
from the Tariff Commission the figures that I referred to, and have 
them put in the record, the figures that I referred to with reference 
to the amount they sold of optical materials before the war? 

The Cuarrman. Without objection. 

(The information referred to is as follows :) 


Microscopes and parts: United States production and imports for consumption 
(total and by principal countries), 1939, 1947, and 1951-58 


{Value in thousands of dollars; value of imports is foreign value] 


Item 1947 | 1951 1952 1 





Production ---- f ! 6, 365 
Imports for consumption (total) -----_-- : oie 26 


915 
' 
Germany ? Aiddeee wages 516 506 
Japan _-_-- : sis $2 
Other countries 171 152 


17.0 


Ratio of imports to production (percent) 3 13.6 | 14.4 


1 Preliminary. 
2 West Germany only, beginning 1952. 
3 Less than $50,000. 


Source: Production, 1939 and 1947, estimated on the basis of official statistics of the Bureau of the Census 


1951-53 based on estimates received from the industry; imports, official statistics of the U. 8. Department 
of Commerce. 


Optical instruments (not including optical instrument lenses): United States 


production and imports for consumption (total and by principal sources) , 1939, 
1951-53 


[Value in millions of dollars; value of imports is foreign value] 


Production..._.___-- 
Imports for consumption: 

ick : 
Principal supplying 

ermany --_-- 

Japan Beamish 

ReUPOn MRM. ns cent gpabadhe dente ceieas 

Otper counisies............../0L685 


Ratio of imports to production (percent) 


1 Preliminary. 
2 Less than $50,000 
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The Cuarrman. Mr. Reed ? 

Mr. Reep. I want to congratulate you, Mr. McKinley. 

Mr. Chairman, I have some figures, which I would like to put in 
the record. 

Mr. McKinuey. If any more records are needed by the committee, 
we would be glad to furnish them, if we can. 

The CuarrMan. Without objection, Mr. Reed’s request is granted. 

(The information referred to is as follows:) 


Optical instruments: United States imports for consumption (total, by principal 
categories and by principal countries), 1951 and 1953 


(Foreign value in thousands of dollars] 


1951 1953 ! 


Item | 
Foreign Percent Foreign Percent 
value of total value of total 


United States imports, optical goods. _.__-__-_- 6, 000 100.0 7, 300 100. 0 

SOG Sg skh Stepateess ace hikes «teed 3, 300 55.0 4, 500 | 62,0 
West Germany Be : oii a 1, 400 ; 1, 500 21.0 
United Kingdom__________- not cea nleh es, 260 ; 400 5.0 
Other countries gRUB « 1, 040 . 900 12.0 


Principal categories: 
Binoculars, field and opera glasses and parts____- 4, 400 3. 4, 600 
ec ak ta ese snes sis 3, 000 

Went Gertiiemy..:.......-...... 586 | 


Other countries. . _- ahs Bawa + on 814 


B 
° 


nn 





\ 


Silen= 
coliocooo 





Microscopes and parts_.......-.----- : 








GUA CE REe ho Lia i Ee Al 
West Germany. al ative 
pe UII 2. oo ance suctedccivcbess~ ss 


ao 
co! 


1s: 


Optical instruments not specifically provided for 
and parts. _......--- wesdattees E 





West Germany... Sade 
Other countries. -_. - - 





Optical measuring and testing instruments and 
parts ao =o 


SOIR, och aca sda 
West Germany 
United Kingdom___--- 
Other countries. __- 





Telescopes and parts. 








Japan slices adie 
West Germany --- 
Other countries - - - 


1 Preliminary. 
Source: Compiled from official statistics of the U. S. Department of Commerce, 


The Cuarrman. The next witness is Mr. James C. Jacobson, presi- 
dent of Volland & Sons, Inc. 
Mr. Jacobson, will you please follow the usual custom and give your 
name, address, and the capacity in which you appear, for the record? 
57600—55—pt. 165 
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STATEMENT OF JAMES C. JACOBSON, PRESIDENT, VOLLAND & SONS, 
INC., NEW ROCHELLE, N. Y. 


Mr. Jaconson. My name is James C. Jacobson. I am president of 
Volland & Sons, Inc., of New Rochelle, N. Y., which is engaged in 
the manufacture of analytical balances and weights. 

Mr. Chairman and members of the House Wars and Means Com- 
mittee, the opportunity of appearing here is very much appreciated. 

Our request to be hea fore your honorable body at these 
hearings is based on our intense interest in the correct solution to 
the complex economic problems of our world today without sacrifice 
of the safety and welfare of the United States. H. R. 1 is designed 
to implement the desire of President Eisenhower’s administration to 
liberalize world trade in order to ease economic tensions. The admin- 
istration, with its vast sources of information, is in the best position 
to judge the urgencies of the situation and to recommend methods 
of solving these difficult problems. Indeed, it is obvious to any 
thoughtful person that the status of the cold war with Russia and 
the position of the United States as a creditor nation, makes it neces- 
sary to stimulate the greatest possible exchange of goods and services 
with free nations throughout the world. The reciprocal elimination of 
as many types of trade restrictions as possible will help to achieve this 
goal. The writer and his associates are definitely sympathetic to that 
objective. 

No one can deny that the defense of the United States is closely 
bound up with the economic welfare of its allies and all free nations 
of the world. From the large viewpoint the freest possible exchan 
of goods with other nations serves this purpose well. However, the 


safety of the United States is so important, not only to its own people 
but to all the other free peoples in the world, and the components that 
make up that safety are so complex that it is well to examine the 
problem through a microscope rather than taking an overall look 
through a telescope. 
The astonishing technological advances made within the Pe gen- 
t 


eration have introduced the scientific age in which not only the manu- 
facture and development of munitions of war, but also the food we 
eat, the clothes we wear, the dwellings in which we live, and the 
vehicles in which we travel, are dependent for their manufacture on 
the researches and controls produced in our laboratories. In turn, 
the work which these laboratories accomplish is dependent on the 
efficiency of the scientific apparatus and instruments of ever increasing 
complexity which are developed and manufactured for their use. 
Historically, the importance of the manufacture of scientific instru- 
ments was recognized more than a century ago. Bismarck in Prussia 
was the first to realize that it was necessary to insure the proper 
preservation of manufacturing facilities for scientific tools, then com- 
paratively primitive. The manufacture of scientific apparatus and 
instruments was protected in France by the latter part of the 19th 
century and in Great Britain during the 1930’s. The objective of the 
various measures taken by these industrial countries to protect their 
scientific instrument manufacturing facilities was to make sure that 
scientific instruments would be available regardless of any emergency. 
Actually, the United States is the only major industrial country that 
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has never considered the specific protection of this peculiarly vital 
though small industry. 

Prior to World War I, the t bulk of scientific instruments and 
apparatus was imported and that industry in the United States was 
a puny one indeed. World War I effectively cut off the importation 
of this type of material and this was a major cause of the delay in 
equipping our growing Armed Forces in that period and was one of 
the main reasons that our troops had to fight in France largely with 
French and British equipment. Weapons and munitions manufac- 
tured in the United States and planes and ships were just coming off 
the assembly lines in volume when World War I ended. 

The scientific apparatus industry in the United States grew between 
the wars and became better organized. Yet much scientific equipment 
was still being imported between the wars and when World War II 
again cut off the source of peste on, although the situation in 
the United States had improved, it was, by no means, ideal. Equip- 
ping of our Armed Forces, the development of planes and weapons 
and ships had become increasingly dependent on science and its 
tools. Although the industry made valiant efforts to meet the de- 
mand, the fact was that in such essential items as analytical balances 
no one of the few manufacturers of such instruments in the United 
States had a backlog of less than 2 years and the obtaining of a balance 
was only possible through the highest priority. Because of the com- 

licated nature of some of these instruments, such as analytical 
halashiads and the skills involved, it was not possible to expand the 
manufacturing facilities in the same manner as the manufacture of 
trucks or clothing. 

In the economic scheme of things, the entire scientific apparatus 
industry is small indeed, amounting in dollar volume annually to 
not more than several hundred million dollars. Within this indus- 
try, the analytical balance industry is infinitesimal, the total dollar 
volume amounting to somewhere between $2,500,000 and $3,000,000 
annually. In spite of its microscopic size, the analysical balance in- 
dustry is a key to our enormous modern industrial empire. The 
fable of the horseshoe nail, for want of which the kingdom was finally 
lost, is truly applicable to so small an item as an analytical balance, 
on which, at some stage in its development and manufacture, every 
product depends. 

Analytical balances, which together with analytical weights, are the 
products manufactured by my company, Voland & Sons, Inc., are 
primary instruments for the measurement of mass. They are basic 
equipment in every research laboratory and every production con- 
trol laboratory. e statement that it would be impossible to manu- 
facture altomic energy, oil, steel, chemicals, munitions, foodstuffs, 
textiles, or to produce medical and scientific research without ana- 
lytical balances can be easily verified. It can be said that there is 
no article used by our armed services or by ourselves in our daily 
lives in the manufacture or development of which analytical balances 
have not been essential. This is why it is vital that means be found 
to protect the maunfacturing facilities of analytical balances amon 
other scientific instruments so that no emergency can interfere wit 
the supply of balances needed by our scientists, our manufacturers, 
and our doctors. 
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The analytical balance is a device based on the principle of the 
fulcrum and although it has been used by man longer than any other 
precision instrument, relics of weighing devices operating on identical 
principles with those of today having been found in some of the 
Egyptian tombs, it has been developed into one of the most precise 
instruments used in the laboratory today. Its order of accuracy 
ranges up to a ratio of 1 to 10 million, which represents one one- 
hundred-thousandth of 1 percent. This accuracy is obtained by the 
most minute adjustments. Some of these adjustments are so tiny 
that they cannot be seen nor can instruments be devised to test them, 
so that they have to be made empirically by highly skilled craftsmen 
with long training, which involves touch, feel, and knowledge of 
material and physical forces. The nature of the precision involved 
can perhaps be illustrated by the following story. 

In our continuous research to find better manufacturing methods, 
the entire electronic field was investigated. Some time ago our chief 
engineer discussed the problems and his ideas with an eminent elec- 
tronic specialist. The latter’s first reaction was that the problem was 
easy to solve by means of recently developed electronic devices. How- 
ever, upon learning the order of accuracy required, his remark was, 
“Forget what I have said. It doesn’t apply. I don’t see how it can 
be done electronically.” Only recently in discussing the matter with 
a physicist of international renown, his reaction was that the type of 
precision weighing required could never be accomplished electroni- 
cally because there were too many variables and he remarked that 
there was no substitute for the dependability and constancy of the 
force of gravity. 

In the highly scientific age in which we live, it is difficult to startle 
anyone with a description of the performance of a modern instrument. 
That balances can hold their own with miracles performed by an 
instruments may be pointed up by the fact that some types of bal- 
ances can detect differences in weights between two evelithen; they 
can weigh the amount of graphite deposited on a piece of paper by a 
pencil making a dot on the paper; analytical balances of large enough 
capacity have been made so that while a person was being weighed on 
them, the balance detected the evaporation, in other words, loss of 
weight, which was ore continuously from that person’s body. 
These illustrations may perhaps give some idea that analytical bal- 
ances are instruments which cannot be run off a production line in 
mass production. 

Since advancing technology requires ever-increasing speed and ac- 
curacy of the scientific instruments on which it depends, the necessity 
of research is continuous and, in fact, exceeds the requirements of most 
industries. Research requirements in the average industry in the 
United States are from 3 to 4 percent of its production. In the scien- 
tific industry, it is 11 percent. In my own company, Voland & Sons, 
from 1947 through 1949, about 10 percent of our production dollars 
were allocated to research and from 1950 through the first half of 
1954 during the development of a new balance required by industry, 
it has been from 25 to 40 percent. It is now back to a normal 10 
percent, but this is a heavy load for a small business like ours to carry. 

Through continuous and expensive research, manufacturers of ana- 
lytical balances in the United States have not only kept abreast, but 





TRADE AGREEMENTS EXTENSION 1009 


in many instances led the way in technological improvement both in 
the details of the balances themselves and in the methods of 
manufacture. 

I would like to insert here that many factories in Europe, factories 
that manufacture analytical balances were destroyed during the war, 
and those factories have been rejuvenated and equipped with the most 
modern types of equipment by the aid given by the United States. 
This, of course, involves the competition with which we are now 
competing. 

But because of the complication of manufacture, as enumerated 
above, and because of the large component. of skilled labor, there is no 
way, in spite of the finest imaginable know-how, that manufacturers 
in the United States can compete fairly in the selling price of bal- 
ances with European manufacturers, who can pay wages of from 
one-eighth to a third of those wages paid here in the United States. 

For so vital a cog in the economic scheme of things, the balance- 
manufacturing industry is small indeed ; 95 percent of analytical bal- 
ances manufactured in the United States are produced by 4 small com- 
panies each employing between 50 and 60 workers. Of this number, 
a large proportion must necessarily be highly skilled and highly 
trained and therefore, highly paid in accordance with the happily 
high standards of living existing in the United States. This means, 
however, that the labor component instead of ranging between 20 
and 3314 percent of the product costs, as it does in most mass produc- 
tion industries, runs in the balance industry, from 50 to 60 percent. 
. The natural result is that the break-even point in such a manufac- 


turing plant is extremely high and it is vitally necessary to operate 
at full employment to keep going. 

The foregoing has been necessary to describe the background of a 
product of the highest essentiality, as attested by scientists, the De- 
partment of Defense, the War Mobilization Board, and by studies 
made by the Department of Health, Education, and Welfare; a prod- 


uct and an industry which, however, is little known to the averag 
citizen. It now becomes necessary to examine the nature of the skills, 
rates of pay, and basic economic factors in order to evaluate properly 
the entire picture. 

The rates of pay in the industry in the United States range from 
$1.35 per hour to close to $3 per hour and at Voland & Sons, Inc., 
averages $1.87 per hour, which includes the wages of the porter, ship- 
ping clerk, and virtual apprentices. 

These figures, incidentally, are exclusive of about 28 cents per hour 
of fringe benefits which include fully paid hospitalization, unemploy- 
ment insurance, paid vacations, paid holidays, and the like. 

Balances manufactured abroad come mainly from Germany, Italy, 
and Switzerland. The salaries paid to the opposite numbers in 
Germany and Italy range from 25 cents to 75 cents per hour, the 
latter being for top skill. In Switzerland, the range is somewhat 
higher, but far below the range of wages paid in the United States. 
It is obvious, from these figures, that in spite of a tariff, which was 
reduced at Torquay in 1950 from 40 percent to its present 30 percent, 
and in spite of shipping and handling costs, foreign producers can 
readily and materially undersell manufacturers of balances in the 
United States. 
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This being so, the question naturally arises as to why it would not 
be possible for balance manufacturers in the United States to turn 
their efforts to the manufacture of other products and allow the 
market for analytical balances to be taken over by imported balances. 
In case of emergency, it might be argued, the United States manu- 
facturers could reconvert to making balances again. This would be 
a pertinent argument if it were possible to mothball the necessary 
skills required to manufacture balances and reactivate them without 
delay in case of emergency in the same way that the Navy can reac- 
tivate its mothballed ships. : 

The trouble with this areument is that you cannot mothball this 
type of skill. Because of the requirements of touch and experience 
and knowledge, its highest efficiency can only be achieved through 
constant and continuous practice. Indeed, it has been our experi- 
ence that when one of our adjusters was laid up by a eee illness 
his sare was impaired for a considerable time after he returned 
to work. 

I want to emphasize, at this time, and this emphasis cannot be made 
strongly esa, that I am not here pleading for our economic lives. 
The basis of a balance manufacturing plant is a machine shop, and 
with our workers’ specialized skills and machine tools, we are qualified 
to manufacture other products of highest precision and quality. In 
fact, our organization has on numerous occasions considered convert- 
ing our plant, from the manufacture of balances, to the manufacture 
of other articles, for which the demand is in far greater volume than 
for balances and the profit in which is also ter. The balance . 
manufacturing business is notoriously not a high-profit operation. 
However, it is a fact that should our factory or that of other balance 
manufacturers be converted to the manufacture of other products, 
and the manufacture of analytical balances be interrupted by as little 
as 6 months, it has been discussed and agreed by balance manufac- 
turers that it would take upward of 2 years to resume and get into 
full production the manufacture of analytical balances. For this 
reason, whenever the subject of converting to other products has 
arisen in our organization, it has been decided to continue the manu- 
facture of analytical balances because, knowing the essentiality of the 
instrument, we have felt it a patriotic duty to continue manufacture 
of it as long as we are permitted to do so on a reasonably economic 
basis. However sentimental this may sound, it happens to be the truth. 

The argument has been advanced that if their manufacture in 
the United States were abandoned and it were subsequently neces- 
sary to produce analytical balances in this country im case of an 
emergency, it would be possible to farm out this work to instrument 
shops and precision plants. It has been demonstrated that even 
when complete and detailed drawings were given to an instrument 
or precision-parts manufacturing plant, while they were able to make 
the amp parts, it was impossible for them to produce an an- 
alytical balance to operate with the specified sensitivity and accuracy 
required. In addition, even if it were ible to loan such a plant 
qualified balance cupenta, it would still take many months, if not 
years, to design, make, and acquire the specialized equipment, tools, 
and machinery that have been developed for over a half century 
by balance manufacturers for the specific purposes required by 
analytical balances. 
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It has been the experience of balance manufacturers that in spite 
of employing qualified, skilled mechanics, ifically watchwagers and 
instrument makers, these individuals still require approximately 12 
months additional training to become reasonably qualified beam- 
makers and/or balance adjusters. Let us, therefore, take a moment 
to — the nature of these specialized skills which cannot be moth- 
balled. 

There are three outstanding skills connected solely with balance 
manufacture, through which all production must be funneled and 
which, therefore, act as bottlenecks. These bottlenecks prevent rapid 
expansion of balance manufacture and constitute skills that can only 
be maintained by constant practice, since feel, finger dexterity, and 
experience are such large factors in them. These three skills are (1 
balance markers, (2) balance adjusters, and (3) beammakers, and 
shall describe them in a nontechnical way in that order. 

Balance makers are extremely rare. There are only a handful in 
the entire United States. Probably a dozen are distributed amon 
the few balance manufacturers in the United States. Perhaps half 

in as many are found as balance repairmen, scattered widely. 
Their qualifications include top grade mechanical skill, knowledge 
of all phases of analytical balance construction, including theoretical 
hysical pene as well as practical; ability to handle many dif- 
ferent types of metals with understanding of stresses and strain; 
ability to machine and put together small and delicate parts; knowl- 
edge of and ability to shape and polish agate, sapphire, and the hardest 
ont most recently ree metal alloys; ability to handle and under- 
stand the uses of special gages, and to make them if necessary; ele- 
mentary knowledge of physical forces and the laws that govern them ; 
the knowledge of balance adjustment; the ability to work to tolerances 
of 0.0001 inch (one ten-thousandths inch). In other words, such 
workers must combine the skills of the topflight toolmaker, desi 
engineer, plus an understanding of the esoteric qualities inherent in 
analytical balances. They must have the soul and patience of true 
craftsmen. It takes a minimum of 5 years time to train a balance 
mechanic with these skills and qualifications. In most cases it is a 
lifetime effort and requires continuous practice to maintain top effici- 
ency. 

Now let us consider balance adjusters. There are perhaps not more 
than 100 individuals in the United States that can properly qualify 
as balance adjusters. They must have a high degree of mechanical 
skill; a specialized kind of infinite patience; the craftsman’s urge for 
absolute perfection and patience to achieve it; an intimate working 
knowledge of every part of the most complex analytical balances; 
ability to detect and correct flaws in a complicated mechanism; famili- 
arity with the practice and theory (based on physical principles) of 
the operation of analytical balances; extraordinary finger dexterity 
and delicacy of movement; knowledge of how to test balances empiri- 
cally; ability through experience and feel to make adjustments on 
beams to dimensions on the order of 0.00001 inch (one one-hundred- 
thousandths inch) by use of special tools. Such adjustments are made 
by distorting the metal in the beam by invisible and virtually unmeas- 
urable dimensions in such a manner as to change slightly the molecular 
composition of the metal alloy. The training for such an artisan runs 
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from 2 to 5 years, depending on the individual and it has been demon- 
strated often enough that a ee iiatid short interruption in this 
type of work causes an individual, however well-trained, to lose touch 
and skill to a dangerous extent. 

Beammakers are the third of the categories which I am describing. 
The beam is the lever to which the fulerum is attached. This part 
is the basis of the balance and determines the quality, sensitivity, and 
reproducibility of the instrument. A beammaker must be a first- 
class mechanic; he must have skill in handling small and delicate 

arts; he must be skilled in using specialized equipment to polish 

nife edges of agate or sapphire to precise angles and edges. (‘The 
knife edges, which are the fulerums, must be polished so that two 
optically flat surfaces intersect at an angle wide enough to support the 
necessary mass, yet with a razor sharp edge.) 

The beammaker must have skill in handling special gages to per- 
form measurements up to 0.00003 inch (three online thon. 
sandths inch), but without chipping or damaging delicate knife edges, 
he must have understanding of “line” and “arm length”; he must be 
skilled in using special milling, graduating, and marking apparatus. 
The training time of a skilled beammaker runs from 2 to 3 years and 
again as with the other skills described here, the qualities of experi- 
ence and touch are such that any interruption rapidly breaks down 
these high degrees of skill. 

Now let us look into some of the economic facts which indicate the 
danger in which manufacturers of balances in the United States now 
find themselves. Up to about 4 years ago, the approximate maximum 
demand for analytical balances in the United tates in dollar value 


was about $2 million annually. With the development of new and 
more complicated instruments that sold at higher dollar prices, this 
volume has now risen to somewhere between 214 million and 3 million 
dollars. Now let us note the dollar value of imported balances: 


Since sending the figures down here I found out that the actual 
dollar value of importations in 1954 was $530,000. This constitutes 
approximately from 20 to 25 percent of the American market. It 
does not take a profound deduction to determine that this intrusion 
of foreign balances in the American market constitutes a major threat 
to the continuance of the manufacture in the United States. 

I want to read one paragraph of a letter which I got from one of our 
competitors, which reads as follows: 

Some of our employees have come to us very much concerned over the security 
of the jobs with this company due to the increased foreign competition in our 
field. They have actually admitted that they have been exploring the possi- 
bilities of obtaining work with companies which are less likely to be damaged 
by foreign competition. Also, between the years 1937 and 1953, our business 
has increased 31%4 times while foreign competition over the same period has 
increased 11.8 times. All figures based on dollar volume; foreign import figures 
obtained from Government agency reports. 

He also writes in his letter that their annual volume declined 35 
percent between 1953 to 1954. 
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Because analytical balances are so essential to the functioning of 
our economy, to our ability to maintain adequate defense and the 
standard of living which our technology has made possible in the 
United States, it must be conceded that the facilities for the manu- 
facture of analytical balances within our country under any and all 
conditions of emergency must be preserved. What is necessary to do 
this? What must & done ? 

In order to maintain the necessary skills herein described, it is of 
paramount importance that skilled teams be kept intact. Combined 
with the high break-even point in the industry caused by these hi ly 
paid skills, it is necessary to maintain full production with which 
goes full employment. In a market which has inherently small de- 
mand, in which the annual volume cannot be widely expanded, it 
becomes obvious that if a sizable volume of balances is imported be- 
cause of lower prices made ible by means of wage differentials 
based on lower standards of living, it soon becomes impossible for 
balance manufacturers in the United States to maintain the full pro- 
duction necessary for their existence and the preservation of the neces- 
sary skills. 

Therefore, gentlemen, I plead, in behalf of a most vital, if tiny, 
industry that you examine the necessity of preserving intact the 
comparatively limited manufacturing facilities of so important a 
product and that you evolve the means to so protect it because it is 
so vital an industry in case of emergency. It is an incredible fact 
that our vast economy with its ability to manufacture weapons, its 
scientific development, its vast resources for producing the products 
which make for our high standards of living in the United States 
are in a very real way dependent on the availability of so humble 
an item as an analytical balance. It must be borne in mind that if 
the entire balance demand in the United States were taken over by 
imported instruments, it would mean a maximum of only $3 million 
going abroad at the expense of a most essential if minuscule part of 
our economy. 

By all means, let us expand foreign trade to whatever extent will 
be of maximum benefit to world conditions. But in doing so, let us 
be sure that proper provision is made for the availability of these 
items which are essential to the safety, defense, and welfare of the 
United States, the facilities for which must be guarded against any 
conceivable kind of an emergency. We urge you to bear in mind that 
there is much truth in the old childhood story which ends with the 
verse : 

For want of a nail the horseshoe was lost, 

For want of the horseshoe the horse was lost, 

For want of the horse the rider was lost, 

For want of the rider the battle was lost, 

For want of the battle the kingdom was lost. 
Analytical balances like many other scientific laboratory instruments 
are just as nails by which our country could be lost if their manufacture 
is not properly protected. 

The CratmrMan, Does that complete your staement, Mr. Jacobson ? 

Mr. Jacopson. Yes, sir. 

The Cuamman. We thank you for your appearance and the in- 
formation you have given to the committee. 

Are there any questions? 
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Mr. Reep. Mr. Chairman, I want to congratulate Mr. Jacobson. 
Sir, that has been one of the most interesting statements we have had. 

Mr. Jacosson. Thank you vary much. 

The Cuarrman. Mr. Simp son ? 

Mr. Srwpson. Mr. Picieeien. could you advise me how long we 
will continue? 

The Cuamman. We will finish the calendar. 

Mr. Suwpson. No matter how long it takes? 

The Cuamman. Yes, sir. 

Mr. Supson. Do you plan to recess for dinner? 

The CHAIRMAN. N 

Mr. Srmpson. I want the record to show that I have other en- 
gagements and I must leave. 

he CuHairMaNn. We are sorry you cannot be here. 
Mr, Stmpson. Thank you, Mr. Chairman. 
(The following material was submitted for the record :) 


Cart ZeEtss, INO., 
New York, January 14, 1955. 
Re tariff on optical instruments, paragraphs 228a and b. 
House Ways AND MEANS COMMITTEE, 
House of Representatives, Washington, D. C. 


(Attention : The Honorable Jere Cooper, chairman.) 


Dear Sirs: We respectfully submit our opinion in connection with the Presi- 
dent’s Tariff bill H. R. 1 of the 84th Congress. We know that the domestic optical 
industry makes extraordinary efforts to have the rates of tariff on optical instru- 
ments increased. As importers of long experience in this field, we suffered from 
the high tariff rates established by the United States Tariff Act of 1930, para- 
graphs 228a and 228b. 

In paragraph 228a the tariff rate on a great number of optical instruments was 
established at 60 percent. This rate is prohibitive. Notwithstanding its opera- 
tion at 60 percent (and presently under reciprocity agreements at 50 percent) the 
domestic industry under this near monopoly has not made adequate progress 
either in construction or in high quality of optical instruments. The present high 
tariff rates under 228a tend to give a monopoly with the danger that the industry 
will rest on its laurels. 

In paragraph 228b the rate in the 1930 Tariff Act is set at 45 percent ad valorem 
which is also unnecessarily high. Though the rates on some items have been 
reduced under the reciprocity agreements, they are still far too high. On such 
imported items as microscopes the rate remained unchanged at 45 percent. 

We enclose herewith four photostat copies of statistical data issued by the 
Scientific Apparatus Makers Association which is the trade organization of the 
optical and kindred industries. These statistics refute the contention that the 
domestic industry is suffering from foreign competition. 

Enclosure No. 1 is a photostat copy of a page of a report of the Scientific Ap- 
paratus Makers Association which says: “It may be interesting to review the 
phenomenal expansion of our industry” and it gives figures substantiating this 
fact. The optical industry in this country grew from $8.7 million sales in 1934 to 
$122.7 million sales in 1952. 

Enclosure No. 2 is the photostat copy of a statistical compilation also issued by 
the Scientific Apparatus Makers Association giving summaries of sales between 
the years 1934 and 1953 of the various branches of the industry. As may be 
seen the sales of the optical industry grew from year to year from $2,636,978 in 
1934 to $13,370,584 at the end of 1953. 

Enclosure No. 3 is a photostat copy of a report of the Scientific Apparatus 
Makers Association comparing United States imports and exports of micro- 
scopes and accessories. The United States exports of microscopes had their 
boom years after the war when the industries of other countries were more or 
less inoperative. But even in late years United States exports of microscopes 
have been still higher than imports of microscopes into the United States. 
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Enclosure No. 4 is copied from the latest report of the Scientific Apparatus 
Makers Association giving sales per month for 11 months of the year 1954. As 
may be seen the sales for 11 months are impressive, and the sales for 12 months 
may reach about the same total as in the preceding year. 

A reasonable protection for the domestic industry will not be contested, but 
an unreasonable protection either by high tariff rates or by a quota system is 
damaging to our country. 

While we do not deny that the domestic optical industry should have a rea- 
sonable protection, we think that an excess of protection will ultimately be 
detrimental to the United States optical industry. Their main argument now 
is that an efficient optical industry must be maintained for the benefit of this 
country’s defense. Wedonot deny this. But the facts cannot be overlooked that 
the high development of electronic instruments for military purposes makes 
the optical instruments of less military importance than they were before. 

An excess of tariff protection will ultimately have the contrary effect. Be- 
sides, the last war has proved that the highly developed precision industry of 
this country was able to manufacture satisfactory optical instruments at rather 
short notice. 

Yours very respectfully, 
Kari A. BAver, President. 


[From Scientific Apparatus Makers Association educational and industrial survey 
committee, p. 3] 


INDUSTRIAL RESEARCH 


Research facilities are expected to continue the expansion of the past few years 
even if business falls below previous levels. In an article by Merritt L. Kastens 
of the Stanford Research Institute, which appeared in the January issue of 
Chemical and Engineering News, we are told that industrial research has grown 
in 20 years from a volume of $100 millions a year to a recent record of $2.5 billions 
a year. He states that industrial economists predict that it will rise to a least 
$10 billions per year by 1973. 

Industrial research has increased and is expected to contined to increase at a 
rate greater than gross national product, population, industrial capital invest- 
ment or any of the other general industrial growth indexes. This should be 
reflected in a continuing demand for the products of our scientific instrument 
industry. 

GROWTH OF SCIENTIFIC INSTRUMENT INDUSTRY 


It may be interesting to review the phenominal expansion of our industry over 
the recent past and to note that continued growth is predicted. In a pamphlet 
recently distributed by the Instruments Publishing Co., there is a tabulation 
from which the following is quoted : 


Annual sales volume of scientific instruments from census report of American 
manufacturers 


Sales in millions of dollars 


1949 1950 1951 


Code 
No. 


Scales and balances... ..-----_- 54.5 54.8 63.1 77.8 
Measuring and dispensing 


— > 125.1 93.1 121.8 132.0 

Electrical 
153. 4 123.7 165.8 233. 1 
126.7 113.7 188. 9 323. 2 


' 
376. 5 408.3 562.7 | 651.0 
36.1 43.5 59.5 94.8 | 


872.3} 830.1 | 1,161.8 | 1,511.9 | 


! 





Figures are not yet available for 1953, but the volume is estimated at a rate 
of growth comparable to the previous 3 years. It is further estimated that this 
same rate of increase will continue at least until the end of 1957. 
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Monthly summary of net sales billed by all member companies, as per Nov. 30, 
1954, issued Dec. 31, 1954 
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Notre.—Copies of the report showing monthly and annual figures for 1934-53 are available on request. 


The Cuarrman. Mr. W. C. Carpenter, vice president, the R, Thomas 
& Sons Co., is the next witness. 

Mr. Ca ter, will you please give your name, address, and capac- 
ity in which you appear? 


STATEMENT OF W. C. CARPENTER, VICE PRESIDENT, THE 
R. THOMAS & SONS CO., LISBON, OHIO 


Mr. Carpenter. Mr. Chairman and members of the committee, my 
name is W. C. Carpenter. I represent the R. Thomas & Sons Co., of 
Lisbon, Ohio. 

The Cuarrman. You may proceed. 

Mr. Carrenter. I am prepared to make the following statement 
in behalf of my company: 

To begin with, the R. Thomas & Sons Co. could be considered 
representative of the group of companies which manufacture high- 
voltage electrical porcelain insulators in the United States. We are 
now placed in a position of peril because of low-wage competition 
from abroad and in particular, from Japan. We ask your understand- 
ing and beg your cooperation in considering our case. We hope that 
our statement will be considered a constructive one. Like you gentle- 
men, we, too, are citizens. We, too, are taxpayers. We, too, are con- 
sumers, and when I say “we,” I include the 230 people who work at 
our plant and act as our agents in the field. 

In the interest of clarity let me explain what we make. We make 
electrical porcelain insulators and that is all we do make. We do not 
enjoy a diversified production. We were founded in 1873 to make 
porcelain—not insulators. Thomas Edison and Alexander Graham 
Bell hadn’t yet developed their inventions which made electrical 
insulation commercially necessary. But sooner or later good insula- 
tors were needed and porcelain proved to be the material most suitable 
for commercial application. e made the first line insulator and 
founded the industry. This is one of the compelling reasons for my 
appearance at this hearing. We feel somewhat responsible for the 
survival of the industry which we founded. 

Our plant is located in Lisbon, Ohio, and the chief reason that we 
are located there is that this district has been the pottery center of 
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our country for many generations. To be a potter requires certain 
unusual skills not learned in schools. Potters run in families. It 
would almost seem that it is necessary to be born a potter. So Lisbon 
seemed to be an ideal place to locate our plant. Lisbon’s popula- 
tion is some 3,500 people and the normal number of employees at our 
plant is about 200. We are a small company yet you can easily ima- 
gine our economic importance to this community. Our normal annual 
payroll is in the order of a million dollars. But our product, insula- 
tors, is not associated with the pottery industry as such. It is a part 
of the electrical-manufacturing industry and is specifically associated 
with electrical power. This, gentlemen, is a very important consider- 
ation. Our customers are the Nation’s power and light companies, 
various manufacturers of high-voltage electrical equipment, such as 
Mr. Reed spoke of this morning, of which our insulators are com- 
ponent parts and various governmental agencies identified with pub- 
lic power. It is from our strings of suspension insulators that power 
cables are suspended from the transmission-line towers. Line voltages 
now in use are as much as 330 kilovolts. Use of even higher voltages 
are under consideration. Imagine the dielectric and mechanical 
strength required of insulators for such service. We are not dealing 
here with prettily decorated dishware or porcelain figurines. We are 
dealing with the working parts of a power giant which is intimately 
tied in with our national defense and with human safety. Insulators 
are really very important. Our atomic-energy projects, our hu 
electrical facilities at TVA and at Bonneville in addition to the ad- 
mittedly marvelous networks of privately operated electrical systems 
throughout America could not exist without insulators. 

Now, why are we in peril? What makes us vulnerable to foreign 
competitors? The factors which have made our electrical systems the 
marvel of the world are standardization of parts and constant re- 
search. Over the years our industry has developed standards involv- 
ing dimensions, rigid design characteristics, electrical and mechanical] 
characteristics, testing procedures, and the like. Because of this 
standardization, interchangeability of parts becomes possible. This is 
highly desirable because if a disaster or sabotage should cripple a 
particular insulator company, like parts could be supplied ‘by the 
others in the industry. This is definitely in the national interest. But 
it also makes us sitting ducks for the foreign competitior. He can copy 
and duplicate our insulators to the last detail and does so, all without 
the expense of research and development, all without promotional 
costs and with access to the same modern equipment available to us 
for manufacture. Sometimes we feel that our Government itself 
is bending over backward to act as a sponsor or an angel to strengthen 
this parasitic situation. I hope that I have been able to make our 
vulnerable position clear to you. Theoretically at least, the foreign 
competitor can make an insulator which will satisfy our own stand- 
ards. 

But the peril is an economic one because of the extremely low-wage 
rates abroad. I can think of no company making component parts 
of a high-voltage transmission line whose labor costs are less than 30 
percent of total costs. Our own are more likely to be 45 percent. 
Foreign-wage rates are admittedly one-tenth to one-third of ours. 
This differential cannot be made up by any labor-saving machinery 
which has not already been made available to the foreign manufac- 
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turer. And management techniques are not likely to overcome both 
this hurdle and that of high taxes. So over half of our costs are 
loaded against us to the tune of 10 to 1 in the case of Japan. 

I mention Japan specifically because they were able to underbid 
us recently on a very substantial requirement of high-strength sus- 
pension insulators for use on Bonneville’s vital 330-kilovolt trans- 
mission line. Their bid was lower than all competitors, even allowing 
for the prevailing duty on insulators and the application of the 25- 
percent factor under the Buy American Act. Although we strenuously 
opposed this purchase from the Japanese on many grounds, the pur- 
cfiges was authorized. There were 44 carloads of insulators involved. 
With a plant capacity of a carload per day, Lisbon, Ohio, alone was 
denied 8,800 days’ work which our own Government blithely exported 
to Japan. The suppliers and carriers of our own raw material were 
also affected. By the purchase of Japanese insulators our own Gov- 
ernment has esta lished a precedent for further purchases. The Jap- 


anese manufacturer is now soliciting business from our utilities and 
manufacturers outside of government as shown by the attached sales 
letter marked as “Exhibit A.” I have it on the back here. 
The Cuamman. Without objection, it may be included in the record. 
(The letter referred to is as follows :) 


ExHIBIt A 


BE. J. Grirritru & Co., Inc., 
Portland, Oreg., November 14, 19538. 

GENTLEMEN : As a manufacturer of disconnecting switches you are undoubtedly 
interested in purchasing high-quality bus and switch insulators at the lowest 
possible prices. We believe that we can do just this for you. 

We are representing Nippon Gaishi Kaisha, Ltd. (Japan Insulator. Co.), of 
Nagoya, Japan. They are one of the leading porcelain-insulator manufacturers 
in the world, exporting to many countries. 

Recently, we were awarded a contract by the Department of the Interior to 
supply Bonneville Power Administration 100,000 units of 25,000 pounds sus- 
pension insulators. The contract was awarded to us after our insulator passed 
tests much more severe than those recommended by AIEE. 

The tests conducted at Stanford University and Oregon State College showed 
that our insulator is superior to the domestic manufacture in majority of the 
specifications and inferior in none. 

Even with this extremely high-quality insulator we are able to save the 
United States Government approximately $150,000 for the 100,000 units. 

At no expense to you we will determine for you the amount of saving you 
can make with our insulators. All we need is the specifications and the quantities 
of insulators which you are interested in purchasing. 

Please keep in mind that the high quality of our insulator has been proven by 
impartial tests made in laboratories of American colleges. If we are able to 
offer you insulators which meet your specifications, the reports of the tests will 
be made available to you. 

Your very truly, 
HANJI AKIYAMA. 

Mr. Carpenter. Further lowering of the bars to our foreign com- 
petitors will indeed be tragic to contemplate. 

_ To whose interest is it that we export our workers’ good jobs and 
import cheap wages? Unlike in Europe and in the Eastern coun- 
tries, our Nation was not built around the man with the house on the 
hill. The United States was built around the man with a job. 
That is why the United States is prosperous. And in this year, 1955, 
everyone in the free world —— well have prayers for flourishing 
commerce in the United States for, in its absence, their own difficulties 
57600—55—pt. 1——-66 
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will be greatly increased. As I see it, although we have a stake in 
the prosperity of other nations, other nations have an even greater 
stake in our prosperity. Our position in the present military situa- 
tion is obvious. We can fulfill our responsibilities only when and 
if we are economically strong. ( 

Recognizing, therefore, that our company should remain strong; 
that our contribution to the national defense should not be interfered 
with and certainly not be transferred to a foreign supplier who might, 
in a showdown, turn out to be an enemy; reco ing that we are 
exceptionally vulnerable to foreign competition in spite of our own 
progressive efforts, recognizing that we have already been injured 
by the exporting of 8,800 days of work to Japan and are faced with 
untold similar situations, we ask that, in the case of our company and 
our industry, the trade barriers not be weakened but that they be 
strengthened. 

If from other testimony presented in these hearings, liberalizing 
of trade seems desirable, it should be on a selective basis. We advocate 
the import of manufactured goods and materials not in competition 
and which are necessary for our own industrial and defense products. 
We believe that we should furnish marketing and selling techniques 
to other countries so that they can develop their own domestic markets. 
Consumer-credit facilities, for example, are almost unknown abroad. 
With a lively domestic market on the order of our own, foreign 
comma would not be so prone to blame their troubles on the United 

tates. 

We are aware that current press and editorial opinion seems to 
favor lowering of present trade barriers. Possibly this is explained 
by the fact that publications do not as yet see foreign competition in 
their own field. Nor do mass production industries. But because 
of the greater use of labor in manufacturing insulators as compared 
with mass-produced items we are definitely opposed. To add 1 man 
in a mass-produced industry because of increased foreign business 
could easily eliminate 2 men in our industry from which tariff 
protection has been reduced or eleminated. Our employees buy 
automobiles too, and they subscribe to —— 

In conclusion, we ask that in your deliberations on this vital matter, 
you attach deserved importance to the national interest of our com- 
pany and the industry which it founded. In our case, strong pro- 
tective measures are highly desirable. Without them we could easily 
be forced to close our doors. 

Thank you for permitting me to present our case in opposition to 
H. R. 1 under consideration before the committee. 

The CuatrMAN. Does that complete your statement, Mr. Carpenter? 

Mr. CarPenter. Yes. 

The Cuamrman. We thank you for your appearance and the in- 
formation you have given the committee. 

Any questions ? 

Mr. Jenxrns. Mr. Chairman? 

The Cuarmrman. Mr. Jenkins will inquire. 

Mr. Jenxins. Mr. Carpenter, I want to compliment you on your 
fine statement, and I know something about your company, and I 
am glad that you have come here to defend your liberty and your 
freedom and your right to live. 
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Mr. Carpenter. I appreciate what you have said, sir. 

The Cuarmman. Thank you for your appearance and the informa- 
tion given to the committee. 

Mr. Carpenter. Thank you, gentlemen. 

The Cuamrman. The next witness is our colleague the Honorable 
M. G. Burnside. Mr. Burnside, we know you well, but for the record 
will you follow the customary procedure and identify yourself. 


STATEMENT OF HON. M. G. BURNSIDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Burnsiwz. Mr. Chairman, I am M. G. Burnside, Congressman _ 
from the Fourth District of West Virginia. Much of the pottery 
which is manufactured in the United States is made in my State of 
West Virginia and a oe percentage of it is made in my district. 

The manufacture of pottery is not a large industry when compared 
with some of this country’s mass-production manufacturers, but in 
my district and in the State of West Virginia the industry is most 
important. It furnishes employment to many of our people. It 
flourishes in small towns where it is often the sole employer. It uses 
materials native to the locality which are valuable only for produc- 
tion of pottery. The loss of this industry in our State would be 
doubly unfortunate; not only would raw materials abounding in West 
Virginia be wasted, but, even more important, the already critical 
unaerplor ment situation would be made even worse, and the wide- 
sp human suffering in West Virginia would be intensified. 

Loss of this industry is the result which we may expect from further 
tariff cuts on imported pottery. Domestic pottery has already been 
hard hit by tariff reductions. I seaaeuaaa sihes January 1951 em- 
ney in pottery plants has decreased about 30 percent. It is 

urther understood that profits from 1951 to 1954 have decreased 
about 50 percent. During this same period the amount of potte 
imported into this country has increased, even above the very hig 
1951 level. The pottery people I have talked to think that reduc- 
tions in import tariffs already effected under the Trade Agreements 
Act have brought much of this trouble into being. They feel defi- 
nitely that further injury now threatens them by the three proposed 
reductions in tariff authorized by H. R. 1. Their fear is especially 
directed to Japanese importations. 

The pottery industry in this country feels that it has done every- 
thing within its power to streamline the industry. Of course, the 
American chinaware industry is the most highly mechanized of its 
kind in the world. Since the people of the industry have made their 
industry the most efficient, they feel that the acts of their Government 
proposed here, will be a method to rob them of their livelihood. 

I am sure that further tariff reductions would eventually elimi- 
nate practically all manufacture of pottery in the State of West Vir- 
ginia. I am convinced that lower pottery tariffs are completely un- 
justified because domestic-made pottery is prevented from competing 
with foreign pottery, not because of the competence of foreign manu- 
facturers, not because of the inefficiency of American methods, not 
because of the superiority of foreign goods; but solely because of the 
dangerously low-wage scales prevalent in pottery manufacturing 
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abroad. Labor in the United States is well paid and should be well 
paid in order to preserve our high endara of living. It is com- 
pletely unfair to require an industry which does pay fair wages to 
eens with industry in foreign countries paying starvation wage 
scales. 

I am a representative of the State of West Virginia, which is the 
worst hit State in the Union, because of unemployment. My people 
feel that further tariff cuts will be a major irritant to our economic 
structure. Gentlemen, in proposing to destroy an industry of this 
nature, some of you have suggested that we can transfer its workers 
to other activities. But unemployment resulting from such destruc- 
tion would be most hard to alleviate because pottery workers have a 
peculiar skill that cannot be absorbed by other industries. Many of 
them have spent years learning a highly skilled craft, so you are 
taking away the livelihood of these people and building up a frustra- 
tion by putting them on ae 

Therefore, I strongly urge this committee to either reject H. R. 1 
or to amend it to include a quota limitation on importing chinaware 
and pottery which will adequately protect our domestic chinaware and 
pottery industry. 

The Cuatrman. Does that complete your statement? 

Mr. Burnsipe. Yes, Mr. Chairman, I have completed my statement. 

The Cuarrman. Thank you for presenting your views to the com- 
mittee. 

Next we have Mr. Joseph M. Wells, secretary-treasurer, the Homer 
Laughlin China Co., Newell, W. Va., on behalf of the United States 
Potters Association, East Liverpool, Ohio. 

You have been here many times, you are familiar with the custom. 
Please give your name, address, and the capacity in which you appear. 


STATEMENT OF JOSEPH M. WELLS, SECRETARY-TREASURER, THE 
HOMER LAUGHLIN CHINA CO., NEWELL, W. VA., ON BEHALF OF 
THE UNITED STATES POTTERS ASSOCIATION, EAST LIVERPOOL, 
OHIO 


Mr. Wetts. My name is omg M. Wells, and I am secretary-treas- 


urer of the Homer Laughlin China Co. of Newell, W. Va., speaking 
for the United States Potters Association of East Liverpool, Ohio. 

We are here once more opposing passage of F’. R. 1, renewing the 
Trade Agreements Act. First, because we are more than ever con- 
vinced the original act and all of its renewals are contrary to the 
provisions of the Constitution; and, second, because it is contrary to 
the best interests of the national economy as a whole and to the best 
interests of the pottery industry of the United States in particular. 

It continues to amaze those of us who have studied these renewal 
bills that Congress is so ready and anxious to abrogate one of its 
prerogatives and duties under the Constitution, to the administrative 
branch of the Government. Certainly there has never before been such 
a disposition on the part of any other branch, nor on the part of Con- 
gress, when other jurisdictional matters have come up. We are hope- 
ful that in the not too distant future the Supreme Court will have 
the opportunity to decide whether Congress has the right to so dele- 
gate its powers under the Constitution. 
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However, this strange attitude on the part of the legislative body is 
no more surprising than the all-out effort being made by the present 
administration, like its immediate predecessors, to effect tariff reduc- 
tions that have already, and will continue to, seriously injure dozens 
of American industries and their millions of employees, and with prac- 
tically no compensating benefits. 

We are faced over and over again with the general statement by the 
proponents of this act that the reciprocal trade program has been out- 
standingly successful, but fail to hear a single concrete example of 
how or where the United States has benefited. We have yet to read 
a statement by an exporting industry that their foreign business has 
been improved as the direct result of any concession made by a for- 
eign country in a trade treaty with the United States. What we do 
hear from such industries is how much more difficult it is to do business 
abroad at present under the quotas, exchange controls, import licenses, 
and currency devaluations that have been established by foreign 
countries since our trade-treaty program has been in effect. 

It has become quite evident that the trade policies of other nations 
are clearly designed to accumulate for their own sake and what they 
will buy from other nonconvertible currency nations, than for what 
they will buy from us. In spite of the steady increases in United 
States imports, and of the growing demand abroad for United States 
products, our export of goods has not grown correspondingly. Our 
merchandise exports (exclusive of military shipments), decreased just 
about. $1 billion from 1953 to 1953 and for the first 8 months of 1954 
there was a shrinkage of over $300 million from the 1953 figures. 
Please note that during that 20-month period Western Europe, where 
our loss of exports was greatest, was enjoying the greatest improve- 
ment in general prosperity of probably any given period in all its 
past history. 

Since the decrease of around 60 percent in our overall tariff pro- 
tection that has occurred since 1934 has failed to produce the promised 
increase in exports, is it likely that the proposed further decreases will 
completely change the trend? The answer is a definite “No.” The 
only guaranteed results of further duty reductions is an increase of 
imports of competitive commodities an increase in our unemployment, 
and an increase in dollar balances held abroad which now amount to 
close to $8 billion. 

We have been told repeatedly that tariff reductions would supple- 
ment the huge money gifts we have made the European nations in 
preventing the spread of communism, yet it is common knowledge 
that the Communist Party in Western Europe is stronger today than it 
has ever been. One of the chief reasons for this, is brought to our 
attention by a recent report prepared by the National Industrial Con- 
ference Board for the National Blectrical Manufacturing Association. 
This shows the normous grants we have made of our taxpayers’ money 
to revive foreign industry and improve living standards, have been 
used largely to enrich the owners and stockholders at the expense of 
the workers. Wage rates in all European countries are shown to be 
a smaller percentage of American rates than they were in 1938. In 
1938 British wage rates were 37 percent of those in the United States. 
In 1952 they were only 28 percent. In France the comparison was 
43.3 percent in 1938; and 31 percent in 1952. In Italy it was 22.7 
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percent as compared to 19.5 percent. In Germany 46.6 percent as 
compared to 22 percent. In the Netherlands 41 percent as compared 
to 20.4 percent. Please note that in Germany and the Netherlands 
the gap between their wages and ours is more than twice what it was 
prewar. Is it any wonder that communism is more prevalent among 
the workers in Western Europe than ever before ? 

When we were advised recently that a trade treaty would be nego- 
tiated with Japan wherein duty reductions on a large list of products 
were contemplated, the reason emphasized was that we must import 
increasing quantities of Japanese commodities to prevent that country 
from trading with Communist China and Russia. This had a com- 
pletely phony sound when it was first advanced in view of the strenu- 
ous efforts France and England have been making to increase their 
trade with the Iron Curtain countries, in spite of the huge tariff con- 
cessions we made in treaties with both of them. Now, to prove the 
utter insincerity of our State Department, the new Premier of Japan 
has stated repeatedly that one of the chief policies of his administra- 
tion is to increase trade with China and Russia. In that connection, 
only yesterday it was brought to my attention, a statement, in the 
Whaley-Eaton Letter Service which is published weekly here in Wash- 
ington, and this was published on January 19, two paragraphs of 
which are as follows: 


Japan continues to move closer to active-trade relations with Red China. The 
Hatayama government has invited Chinese participation in the Tokya trade 
fair next May. It is also hoped Peiping will send a trade delegation to Japan 
shortly. Chinese officials have already listed the items they intend to buy in 
Russia and those they will take from Japan. Red China will buy the following 
only from Russia: Automobiles, buses, locomotives, rolling stock, rail ties, 
pottery, and porcelain. But she is taking from Japan, trucks, cranes, derricks, 
dental and medical supplies, optical and surgincal instruments, gages, woodwork- 
ing equipment, galvanized sheets, ammonium sulfate,, and other chemical ferti- 


lizers. 

Why they list pottery and porcelain among the products that they 
will buy only from Russia is a complete mystery, since the dinnerware 
that was offered by Russia in the American markets by AMTORG 
before the Korean war was distinctly inferior to the Japanese products 
and higher in price. Also we note a number of things that China 
will buy from Japan, which would hardly be called nonstrategic. 

So another of the flimsy excuses for wrecking our home industries 
blows up. 

During the appearances before this committee last week of the 
administration stalwarts, it was continuously stressed that we must 
further reduce our tariffs, this time, please note, without even the 
excuse of reciprocity, and I am not so sure it is not true, to maintain 
the friendship of the other free nations of the world. The idea appar- 
ently being that there is simply no limit to the gullibility of the 
American public. And I’m not sure that isn’t true. But how can 
anyone concede the sincerity of such statements in view of the facts? 
How many billions of dollars we have given these countries no one 
really knows. We have cut tariffs on their products until our tariff 
wall at present is far lower than any other industrial nation. We 
have sent abroad our best brains to assist them in modernizing their 
industrial and agricultural production. Yet there seems no question 
that we, as a Nation, as Mr. Mason indicated awhile ago, are more 
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unpopular today with ae populations than ever in our history. 
How anyone can seriously believe that a further reduction of our 
present wholly inadequate tariffs can change this picture, is beyond 
comprehension. 

The only other excuse, in addition to those I have mentioned, which 
we have heard advanced as justification for our headlong approach 
to free trade, is that the cost of many commodities will be reduced 
for the American buyer. In the case of china and earthenware, this 
has not occurred. In spite of substantial tariff reductions on these 
classifications in the British and French treaties, there was no reduc- 
tion in the retail prices of dinnerware imported from those countries. 
But suppose the housewife can save a few cents on the purchase of 
a handmade tumbler, or a can of tuna fish, or a dozen clothes pins, 
or a piece of lace for her party dress, does that balance the misery of 
ge of unemployed and more thousands working 20 to 30 hours 
a week? 

So we have before us the complete failure of all the benefits prom- 
ised our country as the result of lowering our tariffs. Increased 
exports, stopping the spread of communism, improved living standards 
in foreign countries, ter friendship for the United States and 
beneficial lowering of domestic prices. 

Now for the picture of what has been happening to our pottery 
industry under present duty rates. 

Attached to the copies of my brief you will find a sheet showin 
combined operating results for 1947 to 1953, inclusive, of 23 Unit 
States plants manufacturing earthenware tableware. These plants 
are responsible for more than 85 percent of all earthenware tableware 


roduced in this country. You will note the headings are: “Sales,” 
‘Earnings before taxes,” “Earnings after taxes,” “Total dozens 
> 66 


shipped,” “Total wages paid production employees,” and “Total 
man-hours worked.” The column of “Total wages paid” does not in- 
clude wages and salaries paid executives and supervisors. 

Also, you will find attached copy of a report the Tariff Commission 
was kind enough to have prepared at our request. This report, you 
will note, covers United States production and imports for consump- 
tion of earthenware table and kitchen articles aiid chinaware house- 
hold table and kitchen articles. *The earthenware articles come under 
paragraph 211 of the Tariff Act of 1930 and the chinaware articles 
under paragraph 212. In each of these classifications the report covers 
both dozens ond dollars. This record covers the years 1935, 1937, 
1939, and each of the years from 1947 to 1953, inclusive; also, the fig- 
ures for the first 6 months of 1954. 

On this report we question the figures that appear under the one 
classification “Earthenware production in the United States.” The 
footnote under this classification states that all figures are estimates 
except for the year 1947. For that year the reported United States 
production was 42,285,000 dozen. You will note under that year on 
our report we show our production as 27,293,281 dozen. Adding 15 
percent to this figure to cover estimated production by companies not 
covered in our report, we arrive at the figure of 31,400,000 dozen. 
This is some 25 percent less than the Government figure. We are 
reasonably certain the chief reason for this discrepancy is the fact 
that the Commerce Department has included in their figures the 





1028 TRADE AGREEMENTS EXTENSION 


production of numerous stoneware factories in the United States. 
Stoneware is a certain type of earthenware in which the production 
is largely fancy and decorative pieces. However, they do produce 
large quantities of jugs, bowls, relish dishes, cookie jars, and other 
items that are properly considered tableware. There are practically 
no imports of stoneware. 

We also believe that the estimates that have been used for the later 
years, particularly for 1949 and 1950—that is, the estimate of domestic 
production—are considerably wide of the mark. You will note the 
Government figure for both years is 45 million dozen, while our ad- 
justed figure i 1949 would be less than 25,100,000 dozen and, for 
1950, 26,600,000 dozen. We are confident the figures for these years 
as reported by our companies are correct. 

The cqlums on our report to which we would particularly call your 
attention are “Earnings after taxes,’ “Total dozens shipped,” and 
“Total man-hours worked.” These are much more important in re- 
flecting the trend in our industry than “Total sales”—sales figures 
being affected, of course, by price increases that have been necessary 
because of advances in wages. 

Let us consider first what has happened to earnings in the 7 years 
covered by the report. These 23 companies reported earnings after 
taxes in 1947 as $4 million on sales of $56 million, or a profit percentage 
of 7 percent on sales. That figure dropped steadily, with the excep- 
tion of a slight increase in 1950 over 1949, until, in 1953, we show 
total net earnings after taxes of $255,815, or less than one-half of 
1 percent on sales of $53 million. Of the 23 companies reporting, 
12 showed actual losses for the year’s operation. In 1952 the profit 
figure was $942,504, or 1.6 percent on sales. Those figures leave little 
doubt where the industry is headed financially, and, remember, 1952 
and 1953 for industry generally were two of the most prosperous in 
our history. 

Now, consider the figures on our report under the column “Total 
dozens shipped.” Against 27,293,000 dozen shipped in 1947, we have 
slipped to 19,337,000 dozen in 1953—a loss of just about 30 percent. 
During that same period our population increased more than 7 per- 
cent and spendable income went up more than twice that percentage. 
Just how much faster must an industry lose its home market to qualify 
as being seriously injured. 

Now consider what has been happening to our employees. From a 
total of 25,700,000 man-hours worked in 1947, we were able to supply 
for our employees only 16,700,000 hours of work in the ante 
prosperous year of 1953. A reduction of 35 percent. 

Our association does not yet have complete reports on members’ 
operations for 1954, but figures now on hand indicate 1954 production 
and employment were down about 10 percent as compared to the very 
poor year 1953. 

By way of contrast let us see what has been happening to imports 
of competitive tableware. You will note from the Department of 
Commerce chart that imports of earthenware table and kitchen arti- 
cles amounted in 1947 to 1,237,000 dozen and in 1953 to 3,605,000 dozen, 
an increase of nearly 300 percent. Imports of china household table 
and kitchen articles in 1947 were 655,000 dozen. In 1953 they were 
4,940,000 dozen, an increase of over 700 percent. While china im- 
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ports increased 700 percent, there was practically no change in Ameri- 
can production; although American chinaware production has been 
decreasing since 1949. 

It should be noted that practically all of the increased imports of 
both earthenware and china since 1948 have come from Japan under 
present tariff rates that have not been reduced by trade treaties. Yet 
we are told by the State Department they are now ready to negotiate 
a treaty with Japan in which it is contemplated that duties will be 
reduced on both china and earthenware. 

It is painfully evident we are far past the “threatened with injury” 
stage and for at least 3 years have been suffering actual and serious 
injury. It is just as evident in comparing import and domestic pro- 
duction figures that a major portion of that injury is due to imports 
under present tariff rates. 

So we find ourselves facing a situation so fantastic it has all the 
elements of a nightmare for those of us in the pottery business. Here 
we have an American industry older than the Nation itself that has 
always maintained an honorable position in the family of business. 
An industry that in all our wars, and particularly in World War IT, 
has supplied not only its share of young men for the Armed Forces, 
but essential materials for the conduct of those wars. An industry 
that, during the past 8 years of unprecedented national prosperity 
and industrial production, has steadily lost ground and its home mar- 
ket to rapidly increasing imports of competitive products from the 
aggressor nations of Japan, Italy, and Germany, in each of which 
countries the pottery industry is flourishing and expanding. And 
yet, in the face of those facts, our own Government is demanding the 
passage of legislation that will still further increase the foreigner’s 
share of our home market and correspondingly reduce our production 
and our employment of American citizens at American wages. 

From past experience, we can only presume that our feeble protest 
against this outrageous situation will have not the least effect on the 
attitude of those who are obviously intent on the complete destruc- 
tion of such small industries as ours. But we do want to prophesy 
that the successful pursuit of this policy will mean an unemployment 
problem in our country within the next 5 years, far in excess of any- 
thing we have experienced in the last 20 years. 

Finally, those of us who believe the American oe should have 
a fair chance to meet foreign competition in the American market 
and who want the purchasing power of the American worker to be 
maintained, also desire an increase of imports, but of imports that 
do not directly compete with the commodities produced in our coun- 
try. And we know the way to increase those imports far beyond 
anything in the past, and to increase the overall demand for the 
products of our exporting industries far in excess of any possible 
increase in the foreign demand, is to have full employment at our 
factories, farms, and mines with American rates of pay. 

The CuarrmMan. Does that complete your statement, Mr. Wells? 

Mr. We tts. It does. 

The Cuatmrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Reed from New York will inquire. 

Mr. Resp. Is it true that we import 4 or 5 times the china tableware 
that we produce? 
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Mr. Writs. My understanding is, Mr. Reed, which will be sup- 
ported by later evidence by a direct representative of the industry that 
makes fine china in this country, that something like 86 percent of the 
present consumption of china tableware is imported. — ; 

Mr. Rezep. Is it not also true that much of the duties on chinaware 
have been reduced under the trade-agreements program ? ; 

Mr. We.ts. There was a reduction in the duty on china in the 
English treaty applying to bone china only. Now, bone china, as 
compared to the total import of china both from eae France, 
Germany, and particularly Japan, is a small portion. e great ma- 
jority of chinaware that is coming into this country at present is 
coming from Japan, where there has been no reduction from the 1930 
rates of duty. 

Mr. Reep. Did I not hear you say that china was listed for nego- 
tiation with Japan? 

Mr. Wetts. That is right, both china and earthenware are listed in 
the commodities published by the Department of State. 

Mr. Reep. I think it is enough. 

Mr. Wetts. We think so. 

The Cuarrman. Mr. Jenkins of Ohio? 

Mr. Jenxrns. You have spent practically all of your life in this 
business; have you? 

Mr. We ts. I have, Mr. Jenkins, along with a lot of other people. 

ae Jenkins. You still have your connections over at East Sieur 

¢ 
Fie. Wes. Our particular company does not have any plant over 
there any longer. Our plants have been moved over to West Virginia, 
but there are many potteries in Ohio. 

_ JENKINS. What has become of the pottery plants in East Liver- 

00 
2 Mr. Wetts. There are at present in the city of East Liverpool itself 
only 2 plants, and at one time, immediately after the First World 
War, there were 18 plants. There are two at present. 

Mr. Jenxrns. I am going to take the privilege of making a speech 
on the floor of the House in which I am going to insert a considerable 
amount of your language, ae where you show that today our 
country and those who advocate H. R. 1, not individually but col- 
lectively, they are apparently ready to give to Japan and Italy an 
increase in the production of your great industry that has been here 
since the country started at a time when your industry is just tottering 
and ready to fall. 

Mr. Wetts. We have been steadily going down. I might say one 
thing which rather shocked me when I investigated it, that there has 
been very little increase in the production of tableware in this country 
in the last 40 years. In 1915 or in 1913, before we were in the First 
World War, we were producing practically as many dozens of pieces 
of tableware as we are today, and you know what the increase has been 
in population and spendable income. 

Mr. Jenkins. Another fact, it used to be, and I guess it is now, you 
have had in your industry a most amicable relationship with your 
employees; have you not? 

Mr. Wetis. We are very proud of that and we are very proud of the 
fact that we have onesie here 
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We have had one A. F. of L. affiliate, one strike, of about 8 weeks in 


50 years. 

Mr. Jenkins. That is true all over Ohio, up in Toledo, and various 
places. I think that has been the general history in your industry, 
a in ee fn district. 

r. Weits. We are very “psoene of that. 

Mr. Jenxins. I think t 
industry in that territory. 

Mr. Wetts. They have had amicable relations. 

Mr. Jenkins. We have heard in these hearings this same old story 
that we have to furnish dollars for somebody else in order to buy 
our production. What do you think about such thinking? 

r. Weis. The great fallacy in that statement and the great injury 
that the economy of the United States is suffering as a whole as a 
result of it, Mr. Jenkins, is that the cost, primarily the labor cost, 
that goes into the commodity that is replaced by an import is so 
much greater than the cost, the labor, the wages, paid out to produce 
the item that is sold abroad to compare with that. 

As a perfect example, I mean as an illustration, if we buy, which 
appears on the Treasury reports, and there is another one which is 
a great mistake, the Treasury reports covering balances and the dollar- 
gap balance, the foreign value of the products we buy from foreign 
countries against the American value of the products that we export, 
which is wholly unrealistic. For instance, we buy $1,000 aaa of 
dinnerware at the value in the foreign country ; that dinnerware is 
imported into this country with additional costs of freight, insurance, 


e same thing can be said of the glass 


tariff, and it is laid down in the store, the department store, at 
approximately $2,000. 

Now, in some cases, particularly the imports from Great Britain, 
we could practically duplicate at $2,000 that group of chinaware that 
is laid down in the department stores, and = there is only $1,000 


that will come back to this country eventually. Of the $2,000 that 
is necessary to replace, or which is replaced by that import, there is 
over $1,200 paid in wages in this country to produce that $1,200 or 
to produce that $2,000 of merchandise that is replaced by what costs 
abroad $1,000. That thousand dollars comes back to us in the pur- 
chase of cigarettes, for instance. There, there is $100 of wages paid 
in the thousand dollars of cigarettes that balances $1,000 of imports 
of china where if the china was not imported, we would replace it 
and pay $1,200 in wages against $100 in wages that is paid by the 
cigarettes that are traded for the pottery. 

Mr. Jenkins. I am going to take the liberty of telling that story 
which you told us when you came through Pittsburgh and you saw 
a window full of chinaware and you went in to see about your china- 
ware being in there. When you got in you saw that the chinaware 
that you thought was yours turned out to be made in Japan. That 
is all, Mr. Chairman. 

The Cuamman. We thank you, Mr. Wells, for your appearance 
and the information given the committee. 

Mr. Weis. Thank you, gentlemen. 
aan next witness is Mr. J. J. Stein, secretary, California Pottery 

uild, 

_ For the record, please give your name, address, and the capacity 
in which you appear. 
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STATEMENT OF J. J. STEIN, SECRETARY, CALIFORNIA POTTERY 
GUILD 


Mr. Sretn. My name is J. J. Stein. I am secretary of the Cali- 
fornia Pottery Guild of Los Angeles and of the California Potters 
Association, Los Angeles. These two associations are composed of 
the principal California manufacturers of dinnerware and art pot- 
tery and represent about 95 percent and 80 percent, respectively, of the 
production of such articles within the State. 

The term “dinnerware” applies to tableware of earthenware or 
chinaware. The term “art pottery” applies to a wide variety of 
household articles, made of earthenware or chinaware, such as lamp 
bases, bowls, figures, vases, flower containers, candy jars, cigarette 
boxes, ete. 

This hearing today represents the fourth time within a period of 
13 months that the dinnerware and art pottery industries of this 
country have been forced, in self-defense, to appear before a govern- 
mental agency and support their right to operate and function under 
the American free enterprise system. It has been but 6 weeks ago that 
we appeared before the Tariff Commission and submitted substan- 
tiated evidence that foreign imports, at existing rates of duties, have 
caused serious injury to the American producers of dinnerware and 
art pottery. 

At the simultaneous hearings last month before the Tariff Commis- 
sion and before the Committee for Reciprocity Informatiton, an im- 
pressive amount of statistical data compiled by the industry was in- 
troduced to demonstrate that the present duties on earthenware and 
dinnerware articles are not a deterrent to imports. The statistics 
revealed these startling facts: 

1. That 86 percent of the china dinnerware purchased in the United 
States is imported. 

2. That 70 percent of the china dinnerware purchased in the United 
States now comes from Japan. 

3. That imports of art peur currently represent a dollar volume 
130 percent greater than the entire domestic output. 

4. That the domestic art pottery industry shares the American 
market on a 60-40 basis—60 percent to imports; 40 percent to Ameri- 
can producers. 

What other American manufacturing industries share so large 
a portion of their domestic market with imports? We know of none. 
What possible economic advantage could be offered Japan, or any 
other exporter of dinnerware and art pottery, if it depends upon 
squeezing the American production still lower? Surely the point of 
diminishing returns has been reached. 

We oppose H. R. 1 because after 20 years of experience, the oper- 
ation of the Trade Agreements Act reveals that the United States 
has made all the concessions while the foreign countries have erected 
the barriers which nullify, to a great extent, our efforts toward freer 
world trade. The best illustration of this point is to be found in 
H. R. 1 itself. 

This legislation proposes extremely liberal concessions, at the ex- 
pense of domestic industries, but makes no effort to condition these 
concessions upon the removal or lessening of the trade restrictions 
so frequently resorted to by foreign countries through such devices as 
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import licenses, exchange controls, embargoes, preferential rates, etc. 

e are opposed to the Trade Agreements Act because through its 
operation, the constitutional authority of Congress to regulate for- 
eign commerce has been usurped by the State Department. The pas- 
sage of this bill would place Congress in the position of legislating 
on a vital policy but without the ability and power to exercise contro 
over it. 

We therefore recommend that the Trade Agreements Act be allowed 
to expire in June of this year. We further recommend that legislation 
similar in principle to that introduced in the 83d Congress, H. R. 
9159, be reintroduced to restore to Congress its vested right to regu- 
late foreign commerce. 

H. R. 1 also provides for uniform, across-the-board tariff reduc- 
tions without regard to product or industry or justification. Such a 
proposal indicates a complete disregard for equity. Until such time 
as Deakin industries are sharing their domestic markets on some 
uniform or reasonably proportionate basis, how can a uniform reduc- 
tion in tariff rates result in anything but gross injustice and com- 
pounded inequities? An industry that shares 85 percent of its domes- 
tic market with imports is surely entitled to a different tariff reduc- 
tion policy than another industry that shares, let us say, 1, 5, or 10 
percent of its domestic market with imports. Apparently, the framers 
of H. R. 1 completely neglect the responsibility of dividing the bur- 
den of our foreign economic policy among all branches of American 
industry. Perhaps you can understand our bewilderment when we 
find ourselves compelled to defend our existence, at this level, even 
though as an industry, we must stand near the top as far as sharing 
the American market with imports is concerned. 

Particularly in the case of dinnerware and art pottery made in 
various countries and exported to the United States, certain major 
considerations must inevitably influence the establishment of fair and 
reasonable tariff rates. Unquestionably the tariff must be based upon 
such controlling factors as the country of origin and its prevailing 
wage scales, foreign value of the articles involved, degree and extent 
of competitive impact, etc. 

Since the domestic industries must compete with imports from all 
countries, a uniform tariff rate gives undue and important advantages 
to the country with the lowest wage scale and in most cases that 
means the lowest cost of production, foreign value. Thus the existence 
of a 70 percent tariff rate may, in reality, be a low rate when it is 
applied to extremely low foreign values. The brushing aside of the 
factors which have such an important influence on foreign and domes- 
tic trade indicates the fundamental error of uniform, across-the-board 
decreases in tariff rates as proposed by H. R. 1. 

We oppose the extension of the Trade Agreements Act as proposed 
in H. R. 1 beeause the so-called safeguard to domestic industries con- 
tained in the act, referred to as the escape clause, has proven to be a 
false hope. The escape-clause provision, which is so greatly empha- 
sized whenever the act is before Congress for extension, is to be in- 
voked when— 


articles, on which a concession has been granted, entered in such increased quan- 
tities as to cause or threaten serious injury to the domestic industry producing 
like or directly competitive articles. 
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Regardless of the actual serious injury suffered by our industry, as 
will be pointed out later, the relief intended and promised in the 
act, has never been supplied. The significant fact is that domestic 
industries have sought the relief provided by the act in about 50 in- 
stances. Only 5 cases have been acted upon favorably, and of these 
5, only 2 applied to a manufacturing industry, women’s felt hats, 
watches, and the other 3 being clover seed, dried figs, and hatter’s fur. 

Other witnesses will report in greater detail on the financial and 
economic picture of the domestic dinnerware industry. Speaking 
specifically for the California segments of the dinnerware and art 
potteries industries, we have experienced, during the past 4-year pe- 
riod, a steady year-by-year decline in total sales, coupled with corre- 
sponding decreases in the number of dozens of articles shipped, total 
man-hours worked by employees, and earnings. These several factors 
are the most accurate gages of the economic temperature of an in- 
dustry and reveal the scope and extent of the serious injury suffered 
by the American producers. Here isthe record. 

The domestic chinaware industry produced 728,000 dozen pieces of 
tableware in 1947. Seven years later, the domestic production had 
been able to increase to only 800,000 dozen. This negligible increase 
is all the more significant because it occurred during the period of a 
vast home-building program which created an enormous market for 
household furnishings, including dishes. These distressing figures 
best describe how imports have practically strangled this American 
industry. 

Imports exert their severe competitive impact also upon the domestic 
earthenware industry. The real and present danger to the latter is the 
constant effort to saturate the American market with Japanese china- 
ware. Every purchase of imported dishes, from any source, cor- 
respondingly reduces the sales potential for some American manu- 
facturer. The steady decline of production and sales of American 
earthenware dishes, as revealed by industry statistics submitted by 
other witnesses, is due to the ever-increasing volume of imports from 
foreign countries, principally from Japan, where wage scales are 
about one-tenth those oul American workers. 

Since the great bulk of the art pottery is produced in California, 
the depressed conditions prevailing in that State are representative 
of the entire domestic industry. The total production of domestic 
art pottery amounts to $50 million in 1946. ‘There has been a year- 
by-year decline to $30 million in 1948, to $25 million in 1950 to $20 
million in 1953 and to an estimated $18 million in 1954. 

During the same years, imports have steadily increased until they 
total approximately $25 million, whoesale value, for 1954. As has 
been pointed out earlier, art pottery imports now equal 130 percent 
of the entire domestic output. This saturation of the American 
market, it should be emphasized, has been accomplished under pre- 
vailing tariff rates which is the most convincing argument we could 
possibly present to prove that reduction in tariffs is not needed to 
stimulate imports of these articles. 

Is serious injury to the California art pottery industry to be 
measured by decline in sales? The drop in sales from $25 million 
in 1946 to $13 million in 1954 amounts to approximately 50 percent. 

Is serious injury to this California industry to be measured by 
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decrease in number of plants? The drop from 600 plants in 1946 
to 200 in 1954 amounts to 6624 percent. 

Is serious injury to this California industry to be measured by 
decrease in job opportunities for skilled and semiskilled workers? 
The decrease from 6,000 employees in 1946 to about 2,500 in 1954 
amounts to nearly 60 percent. 

In view of this clear record of decline and stragulation, we oppose 
H. R. 1 because such legislation gives not the slightest consideration 
to the economic plight of our industry. Our hope for equity lies in 
restoring to Congress its constitutional power to regulate foreign 
commerce and thereby permit the voice of American employers and 
workers to be heard and impartially considered. 

The major proposal contained in H. R. 1 ealls for a substantial 
reduction in tariff rates. Aside from the basic error of across-the- 
board tariff reductions, the proposal is unsound and unwarranted be- 
cause the imports of dinnerware or art pottery are produced in foreign 
countries with wage scales ranging from one-third to one-tenth of 
those paid American workers. What useful purpose can be served 
by lower tariffs when the prices of imported ware are already sub- 
stantially below like or similar and directly competitive domestic 
articles? Is it possible that our Government demands that more 
and more of the American need for dishes and accessory household 
articles must be supplied by foreign countries? 

The manufacture of dinnerware or art pottery involves an un- 
usually high percentage of labor, representing about 65 percent of the 
cost. This condition is true despite the fact that mechanization, wher- 
ever practical, has already been achieved. No amount of ingenuity, 
or mechanization, or workman productivity will ever be able to over- 
come a 1,000 percent advantage in wage scale in craft industries such 
as ours. 

The continual publicity about high tariffs together with the con- 
stant cry for low tariffs has resulted in the general belief by the public 
that United States tariffs are high. The truth of the matter is that 
nearly 60 percent of our imports enter free of duty, that during the 
past two decades tariffs have been lowered 75 percent and that the 
average duty on total imports is but 5 percent. Why are these facts 
always submerged by the proponents of H. R. 1? The emphasis on 
tariff rates simply serves to distract attention from the trade barriers 
erected by other countries. 

Why isn’t it possible to consider tariff rates as but one of several 
facets of the problem? The theoretical objective of H. R. 1 can never 
be achieved if various foreign countries continue to remain passive 
about removing their barriers to world trade. In short, is it not about 
time for some truly reciprocal action on the part of the foreign coun- 
tries? 

For all of the foregoing reasons, the California segments of the 
domestic industries are opposed to the approach to the problem of 
foreign trade as outlined in H. R. 1. Our recommendations for the 
regulation of foreign commerce by Congress have also been set forth 
which contemplate a product-by-product or industry-by-industry 
investigation by proper and qualified agencies to determine the extent 
of any necessary adjustment in tariff rates. 
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We seek no Government favors or subsidy nor do we seek a monopoly 
in the domestic market. We ask only the opportunity to operate solely 
on the basis of our ability to meet fair competition. Competition from 
foreign producers who operate under conditions which are wholly 
illegal in this country constitutes unfair competition. 

The Cuarrman. Does that complete your statement ? 

Mr. Stern. Mr. Chairman, with your permission, may I take just u 
moment to show you some samples of what we call unfair competi- 
tion. I have them with me. I would like to show them to the com- 
mittee for a moment. 

The CHarrmMan. You can wait and do that if you want to, but we 
would like to complete the calendar. 

Do you have them now? 

Mr. Stern. I just wanted you to see them now. 

The Cuairman. If you have them with you, we will take a look at 
them. I was under the impression you had to go get them. 

Mr. Stern. I would like the committee to see what we call unfair 
competition. One of these is made in California and the other one is 
made in Japan. I am sure no one from that side of the table can tell 
which is which. One is offered at much less than one-half of the cost 
of the California item. It is our contention that the Japanese pro- 
ducers are not only stealing the grapes but they are destroying the 
vines. I have a couple of other items I would like to pass around. 

The CuairMan. Are you through with your statement? 

Mr. Srern. Yes, sir. 

The CuarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness is Mr. L. K. Friedman, vice president, of the Homer 
Laughlin China Co. 

Come forward, please. Will you follow the usual custom and give 
your name, address and the capacity in which you appear? 


STATEMENT OF LOUIS K. FRIEDMAN, VICE PRESIDENT, HOMER 
LAUGHLIN CHINA CO. 


Mr. Frrepman. Louis K. Friedman, vice president, Homer Laughlin 
China Co. 

_The Cuatrman. You are recognized and may present your state- 
ment without interruption. 

Mr. Frrepman. Before World War II, representatives from the 
china and semivitreous industries appeared many times before the 
Ways and Means Committee to protest against the actions of Japanese 
producers in undermining the American market through very low 
wage rates, government subsidies, monetary manipulations, and other 
practices such as monopoly and price fixing; practices which were not 
permitted in the United States. These pleas were ignored and the 
dollars, obtained from the sale of dishes in this market, helped the 
Japanese purchase oil and scrap iron, used to attack us at Pearl 
Harbor. 

After the defeat of Japan and the occupation of the Japanese 
islands by United States troops, our industry was asked by the United 
States Secretary of State to recommend experts from our factories 
to go to Japan, with very flattering emoluments, to restore the china 
industry over there. We refused this request. But, as there are 
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individuals who are always anxious to exploit labor wherever local 
government permits such practice there were persons who did go to 
Japan with copies of our patterns, our shapes, our decorative treat- 
ments, purchased United States pottery machinery, kilns, and other 
pottery equipment and got production started again. 

Dishes began to appear in this market at prices way below our 
cost of  pptegemnxe In the meantime, though, our wage rates had 
increased by 50 percent, and there was much agitation to change the 
custom’s interpretations. Our occupation authorities encouraged the 
restoration of the china industry, as they were trying to get the 
Japanese into industries which could not be readily converted to war 
purposes. 

Then, arguments began to appear that china and earthenware tariffs 
should be lowered to get the Japanese into greater production of 
dishes so they could in some measure make up the difference between 
250 millions the Japanese were exporting to this country and the 700 
millions they were importing from the United States. I really do 
not think that our planners hope to have the dollar gap closed through 
the import of dishes, but it has been said that every little bit counts, 
no matter how badly crushed are some American industries in the 
process. 

In October 1954, I went to Japan to see how a defeated nation 
could continue to undermine our markets with prices so low that we 
have no recourse to meet the competition. Before I left, I found out 
that Japan had exported in 1953 to the world markets $28 million 
worth of dinnerware, ornaments, fancy plates, tea sets, child sets, and 
other similar clay products; but of this $28 million exported, $17 
million had been sold in the United States market. I visited the elab- 
orate showrooms of the American agents of Japanese firms; studied 
the advertisements of these firms in trade magazines; saw the abun- 
dance of office help and numerous traveling men; recalled the sumptu- 
ous displays at the pottery shows of Japanese wares and then was 
determined to check on these manufacturing concerns in Japan who 
were creating this unfair competition in this country. 

When I arrived in Tokyo, I got information from the Japanese 
Chamber of Commerce, the Ministry of Industries, and received lit- 
erature published by the Bank of Japan on the porcelain export 
industry. 

The Japan Travel Bureau got me admittance to the largest china 
factory in Japan which employs 2,800 workers, another factory which 
employs 640 workers, a factory which employs 150 workers, and a 
small studio factory which employs 50 workers. It didn’t take long 
to see that the Japanese pottery manufacturers in a few well-equipped 
plants, about eight in number, but with literally hundreds of small 
ill-equipped factories in bombed-out shacks were undermining our 
industry because of exceedingly low wage rates. I was told that the 
average wage in the Japan pottery industry was $1 a day. Contrast- 
ing these wages with our average wage of $1.70 an hour, it didn’t 
take long to realize how hopeless was our own position competitively. 

Then I checked the retail prices of 53-piece sets, dinner sets, and 
93-piece dinner sets in department stores in Tokyo, Koyoto, Kobe, 
Osaka, and Nagoya and found that the same retail prices were main- 
tained. This is the catch. The 53-piece sets and the 93-piece sets 
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were sold at retail in Japan at the same prices for the same patterns 
and treatments as they were sold in retail in the United States of the 
same Japanese makers. Obviously, the Japanese are profiteering in 
their own market or their exports are being subsidized because sets 
could not be sold in the United States for the same retail prices as they 
are in Japan since dinnerware has duties assessed, and there are ex- 
pensive packing charges against breakage, when there are shipping 
charges halfway around the world, and there is insurance, as well as 
transportation charges within the United States, plus, in many cases, 
warehousing costs in this country. 

When I saw this flourishing pottery industry in Japan and read 
in an article of the Foreign Capital Research Society published by 
the Bank of Japan in 1953 that plans were being prepared to get a 
larger share of the dinnerware market in the United States, I realized 
that the Japanese bankers were sure the low wage rates would continue 
in their pottery industry for them to increase their capital investments. 
Yet, I knew that in my own company we were being constantly reduced 
in production because of this unfair competition. 

On my return in December, I found that we had actually closed 6 of 
our 14 large ware kilns and 4 of our 7 decorating kilns, were employing 
approximately 1,000 less people than in 1949 and 1950, and that the 
people we were employing had been averaging less than 32 hours a 
week. 

To encourage investment in Japan in the pottery field where with 
cheap, underpaid labor Japan can destroy the efficient, established 
china and earthenware industry in the United States is a wanton attack 
on this free-enterprise country. Quotas are the only means to keep 
Japan in line. Those in control of our policies should take steps to 
see that this injustice to our industry is stopped and action taken at 
once to correct this intolerable situation. 

The CuHairman. Does that complete your statement? 

Mr. Frrepman. Yes, sir. 

The CuHatrMan. We appreciate your presence and the information 
you have given the committee. 

Are there any questions? 

If not, we thank you, sir. 

Mr. Friepman. Thank you. 

The CHarrman. The next witness is Mr. E. L. Torbert. 

Come forward, please, sir. 

Mr. Reep. We are glad to see you here. 

The Cuamman. You have been with us before and are familiar 
with the custom. 

For the record, please give your name, address, and the capacity in 
which you appear. ; 

You are now recognized and may proceed with your prepared state- 
ment without interruption. 


STATEMENT OF E. L. TORBERT, VICE PRESIDENT, ONONDAGA 
POTTERY CO., AND CHAIRMAN, FOREIGN TRADE COMMITTEE, 
VITRIFIED CHINA ASSOCIATION, INC. 


Mr. Torsert. I am E. L. Torbert, vice president of Onondaga Pot- 
tery Co., Syracuse, N. Y., and chairman of the foreign trade committee 
of the Vitrified China Association, Inc. In addition to the members 
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of the Vitrified China Association, Inc., I am authorized to represent 
other manufacturers of vitrified china tableware, in all fully 80 percent 
of the vitrified china production of the United States. 

We in the American china tableware industry have been struggling 
with ever-increasing burdens placed upon us by our Government. 
Aside from the imposition of domestic taxes and other burdens com- 
mon to most American industries, we find ourselves in an industry 
that apparently is considered by some people as expendable in the 
interest of furthering certain foreign relations. 

‘As each new load has been placed upon us we have listened to soft 
words and offers of relief if our industry was harmed. In an inter- 
view with Mr. Paul Hoffman, then Administrator of ECA, he stated 
that “some industries will be hurt; perhaps it will be your industry. 
If so, we must arrange for a subsidy.’ 

When we turn from such assurances to look at the record, we will, 
I am sure, be considered justified in suggesting that the time has come 
for our Government to show some interest in our increasing problem. 

It is now well known that the china tableware industry is by nature 
dependent largely on handcraft artisans. Notwithstanding mechani- 
zations within our industry in this country, which is the most stream- 
lined, the most proficient in the world, labor still accounts for nearly 
two-thirds of total production costs. 

The American standard of wages in the pottery industry in 1952 
was about 4 times that of England, 414 times that of Germany, and 
9 times that of Japan. 

Just as American agricultural industry needs to be protected, mostly 
by quotas on imports, against destruction by competition from low 
foreign prices, so American wages in industries whose product has a 
high labor content need protection from destruction by competition 
based on low foreign wages. 

The foreign china tableware wages and selling prices being so low, 
the American Tariff Act of 1930 carried on decorated china an 
ad valorem rate of 70 percent plus 10 cents per dozen pieces. 

Beginning in January 1939 and the trade agreement with the United 
Kingdom and continuing through the Geneva negotiations of 1948 
and the negotiations of Torquay in 1951, nine separate reductions have 
been made in the 1930 rates of duties on chinaware, in some classifica- 
tions to the full limit allowed by the law. 

Mr. Chairman, I outlined all the various steps of attrition or reduc- 
tions in my statement to the reciprocity committee. With your per- 
mission, I would like to send all the members of this committee a copy 
of that statement. 

The Cuatrman. Without objection, the request is granted. 

Mr. Torserr. Thank you. 

Further inroads on this reduced protection were accomplished by 
increased exemption granted returning tourists in 1948 and again 
in 1949. 

During the period in which this whittling away at our industry 
has taken place, imports of decorated household china tableware from 
all foreign countries have increased from 2,070,000 dozens in 1948 
to 4,940,000 dozens in 1953, an increase of 138 percent. 

In contrast to the growth in imports of china tableware sales in 
the United States market, study of Tariff Commission reports show 
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that domestic manufacturers in 1948 supplied 29.7 percent of the 
United States market ; in 1952, 15.8 percent. 

Injury to domestic manufacturers of vitrified china household table- 
ware is confirmed by the Tariff Commission’s reports, which show the 
total United States production decreased 10.3 percent from 1949 to 
1952, inclusive. Since 1952 was the last year reported by the Tariff 
Commission, it has been ascertained by recent independent survey that 
there was a further reduction of 10.1 percent in domestic production 
from 1952 to 1954. 

Injury to the domestic china household-tableware industry is fur- 
ther shown by a study of the profits of four of the larger producers 
of vitrified household-china tableware. This statement of the com- 
bined operations of the 4 companies shows a drastic decline and trend 
from a profit before taxes in 1948 of 13.79 percent to a loss of 1.47 
percent in 1954. 

During this same period 4 vitrified-china plants in this country, 
3 of which had been in business a total of 184 years, have been forced 
to liquidate. In terms of those 4 companies only, the livelihood of 
over 1,000 persons and their dependents was wiped out in a little over 
4 years. 

It is a matter of the greatest concern to us that in 3 additional units 
of our industry, employment, which stood at over 3,800 in 1948, has 
dropped to less than 2,100 today. 

There has been no compensating growth among the remaining 
units of our industry. To the contrary, the balance of 14 potteries 
have also, in total, experienced this attrition, if to a lesser degree. 

This evidence and other facts cited earlier in this testimony show 
clearly that the china-tableware industry in the United States is in 
precarious straits. Under these conditions, the further reduction of 
already inadequate tariff protection could have but one outcome. 

We can see no practical alternative to the setting up of import 
quotas as a means of creating equity and stability where neither now 
exists. 

During the time this serious situation was developing we sought 
relief through the escape clause and the cost-equalizing provisions of 
section 336 of the Tariff Act of 1930. 

As to the escape clause: 

Our situation fulfilled each of the basic injury criteria as set forth 
in section 7B of the Trade Agreements Act of 1951. 

A decline in sales, an increase in imports, either actual or relative to domestic 
production, a higher or growing inventory, or a decline in the proportion of 
the domestic market supplied by domestic producers. 

The Commission was against us unanimously. 

Since the escape-clause procedures have been available to American 
producers, 53 appeals have been considered by the United States 
Tariff Commission. In only five of those cases has relief been granted. 
Is it probable that in the other 48 cases no injury or threat of injury 
was present? 

In discussing H. R. 1 with Members of the present Congress, we 
have pointed out the ineffectiveness of the escape clause and have 
been told that such ineffectiveness was the result of improper admin- 
istration ; that it was the intent of the Congress that the escape clause 
should provide relief to industries that have been harmed. 
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Our circumstances require fair legislation with respect to escape 
clause, so drawn as to insure proper administration: 

We favor the withdrawal of the discretion granted the President 
by the Congress in putting the findings and recommendations of the 
Tariff Commission into effect. The Commission is not a Cabinet de- 
yartment but a bipartisan, semijudicial body. After a matter has 
at: considered and decided under the law, it should not be subject 
to review or change by any other department. 

It is futile and without real value to have a commission, and for 
industry to take part in the arduous and expensive proceedings, if 
those proceedings are then to be set aside. 

Let me emphasize that this is not an infringement of Presidential 
powers, inherent or otherwise, but a simple withdrawal of congres- 
sional powers abdicated to the President to be exercised without pub- 
lic hearings and without recourse. 

When we suggest return to Congress of its constitutional rights 
as to tariffmaking we are told that “logrolling will result.” We sug- 
gest that it would be far wiser to do our own logrolling if any is 
required than permit such logrolling to be done for us by 30 to 40 
foreign nations constituting GATT. 

I now wish to raise questions having to do with preserving the livli- 
hood and jobs of hundreds of thousands of honorably employed citi- 
zens of this country. One question examines the intent of this bill, 
H. R. 1; another is directed to the intent of this committee with 
respect to that matter. 

In a day when nearly every lawmaker and court of this land is on 
guard against special interest legislation, it is incredible that we 
should find the following excerpts from H. R. 1. I understand they 
are continued from the language in the act as it has appeared before. 
I quote: 


For the purpose of expanding foreign markets * * * so that foreign markets 
will be made available to those branches of American production which require 
and are capable of developing such outlets by affording corresponding market 
opportunities for foreign products in the United States, et cetera. 

Have we so continued to drift from our basic concept of equal rights 
for all people of this Nation that it is proper to propose that the 
interests of selected industries of this country should be promoted even 
to the extinction of other industries and the employment which they 
now afford ? 

This proposition is implicit in the preamble of H. R. 1 and, if I 
were a Congressman of the United States, I would consider it an 
affront to democratic justice. 

Is it better to attempt to hold and enlarge foreign markets which 
were never ours traditionally than to retain for ourselves our own 
markets and thereby safeguard employment in domestic industries 
which helped to create those markets? 

During this past week and for some time precedent to it, you have 
been told, and the public has been told, that this bill provides for a 
gradual reduction in tariffs. It has not been advertised that. this 
bill also provides for a drastic reduction in tariffs and I am confident 
that many who have spoken in favor of it were not aware of this 
feature. 

The radical tariff-reducing provisions of H. R. 1 are vital to the 
pottery industry. This bill has been carefully examined by expert 
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counsel and I am advised that, under it, existing tariffs on critical 
‘ategories of china tableware and items other than pottery could be 
reduced by 50 percent by June 30 of this year and by a total of 5814 
percent within 25 months of its passage. 

I should like also to refer to those provisions of the Tariff Act of 
1930, as amended, which relate to “unemployment of or injury to 
American workers, miners, farmers or producers, producing like or 
competitive articles” and “unemployment, injury or impairment, or 
threat thereof.” 

Was it the intent of Congress to safeguard established employment 
and wages in this country against the insurmountable competition 
offered by products of low cost labor from foreign countries? 

I think it was—clearly. 

Has the will of the majority of the Members of Congress, who voted 
in approval of those safeguards, been observed in the administering 
of this legislation # 

Why have so many applications for relief been denied? A partial 
answer may be present in the findings of the United States Tariff 
Commission handed down to our industry in July of last year in com- 
pliance with Senate Resolution 253, adopted May 12, 1952. 

Under the provisions of section 336 of the Tariff Act of 1930, the 
Tariff Commission is empowered to determine the differences in costs 
of production of items, certain household chinaware in the case in 
point, imported into the United States and like or similar domestic 
items, and to make recommendations for suitable relief. 

The study indicated that the cost of like and similar articles, laid 
down at the same point in this country, was $1.30 for Japanese ware 
and $3.69 for American. The rate of duty found necessary to equalize 
the United States and Japanese costs of production was 284 percent 
ad valorem based on foreign values plus 15 cents per dozen separate 
pieces. The rate in effect was and is 70 percent ad valorem plus 10 
cents per dozen pieces. 

Imports of this ware from Japan alone had captured 30 percent of 
the United States market by 1948 and 65 percent by 1952. In the 
same period, the share and volume falling to American producers 
declined and profits plunged drastically to approach the vanishing 
point. Yet no relief was granted. Why? 

Four members of the Tariff Commission reasoned that, because 
prices of Japanese ware were so much lower than those of nearly 
identical American ware, these items were not commercially inter- 
changeable. Since they were not commercially interchangeable, this 
logic ran, they were therefore not like and similar. Not being like 
and similar, section 336 could not apply. Case dismissed. 

Is it the intention of this group that the problems of an American 
industry that is older than this Nation, that is doing everything in its 
power to insure employment to honorable and respected citizens, 
should be treated in this manner? 

I consider H. R. 1 to be a request for authority by an administra- 
tion that has abused similar authority in the past and which adminis- 
tration declines to commit itself on its considerations in using such 
authority in the future. 

In the words of Secretary Dulles: 


It is the administration’s intention to exercise powers contemplated by the bill 


in such a manner that the legitimate concerns of United States business will be 
fully taken into account. 
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What is meant by the phrase “legitimate concerns”! Would his 
definition of that term be your definition ¢ 

When Mr. Dulles refers to United States business, is he speaking of 
all United States business? Or is he setting apart producers for 
export and United States companies with plants and investments 
abroad who would export to this country the products of cheap labor 
at the expense of American employment % 

What sort of assurance is Mr. Dulles giving when he says these 
matters “will be fully taken into account”? The act of “taking into 
account” is no guaranty that judgment and decisions based thereon 
will conform with the intent of Congress and its concept of the true 
interests of this Nation. 

In its way, this administration has “taken into account” the escape- 
clause proc edures of this act. And, in its way, it has chosen to do as 
it well pleases, ignoring the will of Congress by refusing to invoke 
those provisions “when, in all justice, the relief provided by them 
should have been granted. 

We, who have suffered from the inroads of imports, who have had 
to throw on relief rolls hundreds and thousands of loyal employees, 
who are now operating at a loss because of this vicious foreign compe- 
tition and who can see in prospect only dwindling markets for our 
industry, hear with amazement the trade proposals of this adminis- 
tration. 

While the Secretary of Labor takes the pulse of national unem- 
ployment, carefully ignoring conditions in the growing list of indus- 
tries vulnerable to imports, and reports all is well, rec iprocal trade is a 

success, the Secretary of State pleads for consideration of foreign 
manufacturers who must be assured that American markets will be 
theirs to exploit at will. 

All concern in H. R. 1 is for our export industries, for capitalists 
who have investments abroad. Not one word of comfort is there in 
H. R. 1 for workers in our industries that, if they are to live, must 
have protection from the imported production of cheap labor of other 
countries. Not one word. Only a promise of slow death while our 
economy adjusts itself to the assumption of our markets by indus- 
trialists of foreign nations. 

The issue is quite clear. Are we to live or are we to die? 

If we are to live, if our industry is to be restored to its rightful 
place, a position of equality of competition, then adequate : safeguards 
must be written into H. R. 1, and we must be sure those provisions 
will be applied promptly and with the full force and effect intended. 

The CHarrman. Does that complete your statement, Mr. Torbert? 

Mr. Torserr. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions 

Mr. Reep. I have just one word. You have a good deal of competi- 
tion from Canada, do you not 

Mr. Torserr. I referred to the exemptions. Of course, the Eng- 
lish bone china has a great reputation, and the fact of the matter 
is that one-half to two-thirds of all the English china that is used 
in the United States is brought through (¢ ‘anada free of duty. 

The Cratman. We thank 3 you, Mr. Torbert. 

Mr. King, of California, has a question. 
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Mr. Kine. Would you answer one question, please? 

I meant to put it to Mr. Stein and the other gentlemen. I feel I 
should put it to one of you before you left. Does it not quite simply 
come down to this: H. R. 1 and the existing law is not so much the 
enemy you are attacking. The executive departments have not acted 
and performed promptly, as the law allows them to, to relieve the 
situation that we fully realize exists in this industry and in others? 

Mr. Torserr. I think that is it. As Congressmen have told me, 
Congressmen of this present session, the intent was that the escape 
clause would be enforced. They said it is not the trouble with the 
escape clause so much as it is with the administration. 

I do believe, though, that the recommendationse made here to- 
day, appeared as I have said here in my statement, that it should be 
withdrawn from the President and perhaps placed in the hands of a 
reconstituted Tariff Commission. 

The Cuarrman. We thank you, Mr. Torbert. 

The next witness is Mr. E. L. Wheatley, first vice president, Interna- 
tional Brotherhood of Operative Potters. 

For the record, give your name, address, and the capacity in which 
you appear. 


STATEMENT OF E. L. WHEATLEY, FIRST VICE PRESIDENT, INTER- 
NATIONAL BROTHERHOOD OF OPERATIVE POTTERS 


Mr. Wueat ey. E. L. Wheatley, first vice president, International 
Brotherhood of Operative Potters, 215 Broad Street Bank Building, 
Trenton, N. J. 

The CHarrman. I understand, Mr. Wheatley, you are to present the 
statement of Mr. Frank Hull, the president of your union? 

Mr. Wueatiey. That is correct, Mr. Chairman. 

The CHarrman. You are recognized and may proceed with your 
statement without interruption. 

Mr. Wueatiey. Mr. Chairman, since I am substituting for Mr. 
Hull who is absent on doctor’s orders, I would like to confirm what 
has been compiled in this statement of facts, that the organization 
I represent is an old line craft potters union with approximately 
33,000 members at the present time, who, in each convention as far 
back as I can remember, and I am going back about 25 of the years, 
have always authorized their international executive officers to oppose 
any bill at any time that will bring in another dozen of ware that 
will potentially destroy a job opportunity for the potters or, for that 
matter any other American marie craftsman. 

I might add that in these 33,000 members, to the best of my know]l- 
edge there is not a Commie that I know of or heard of as being affili- 
ated with a communistic outfit. I have never heard of even a parlor 
pink. This is not in any statistic I do not believe, that you can get 
your eyes on today or me either. One of the old-line potteries folded 
up in Trenton and was sold December 10. That is the Scammell 
China Co. that had been making, in my estimation, one of the finest 
lines of chinaware in the world. There are now approximately 200 
more potters, with the average age of about 50, on the scrap heap and 
on the unemployment rolls in Trenton, along with approximately 12 
to 15 hundred other potters in Mercer County, due to the unemploy- 
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ment and the shutting off of production of artware, novelties, and 
other similar potteries. 

I just want to state that out of those 33,000, we know of no Com- 
mies, but we are wondering how many Commies are involved in some 
of these imports that are coming in, or that may even come in under 
any lowering of the bars. 

This is a brief presented before the Ways and Means Committee, in 
behalf of the International Brotherhood of Operative Potters, Ameri- 
can Federation of Labor, East Liverpool, Ohio, by Frank Hull, presi- 
dent, International Brotherhood of Operative Potters, AFL, East 
Liverpool, Ohio, January 1955: 

The International Brotherhood of Operative Potters, an affiliate 
of the American Federation of Labor, represents the great majority 
of the workers in the American dinnerware and chinaware industry. 

The principal purpose of this brief is to place ourselves on record 
in opposition to any negotiations with Japan or other countries look- 
ing toward reduction of the existing tariff rates on the items covered 
by paragraphs 210-211 and 212 of the Tariff Act of 1930. 

The views of the International Brotherhood of Operative Potters 
are reflected in the following statement that was made by the executive 
council of the American Federation of Labor in its report to the 1953 
A. F. of L. convention : 


We cannot look on with indifference when our wage and labor standards 
are undermined by competition from abroad that derives its advantages from 
low wages and inferior working conditions * * * 

Where tariff rates have been reduced to a point below which unfair compe- 
tition sets in, a workable remedy should be available to the workers and indus- 
tries injured thereby. 


The statement adds that: 


At the same time we recognize the need of a maximum of foreign trade 
that can be carried on without destroying the standards that have been so 
laboriously built up through our efforts of many years. 


The unfair price competition that results from comparative low- 
wage scales paid in the pottery industries in the principal countries 
that export pottery to the United States, speaks for itself and needs 
no explanation in face of the following data compiled by the Division 
e porta Labor Conditions of the United States Department of 
zabor. 

(The table referred to follows:) 


Average hourly wages in the pottery or ceramic industries, United States and 
foreign countries 


Country Date Cents per hour 

United States_______- | July 1953 168 
| June 1954 ; 168 

England_- ; | October 1953. _ _- | 41 
West Germany-- a4 | March 1954 | 34 
France ! eS dae ee oa eenee April 1954 34 
Italy__. ; : ed 4 | November 1943___. 30 
Japan__. Josh d. att. cma hie ios. xadkdea | March 1954___- 22 


City of Paris Only. 
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In the pottery industry in the United States wages represent about 
65 percent of the total cost of production. Mechanization in the 
American dinnerware and chinaware industry, by the very nature of 
the product manufactured has its severe limitations peculiar to the 
pottery industry. However, most of the operating employees in our 
industry are pieceworkers and receive wages only for that which they 
produce, and a very large part of their weekly take-home pay, repre- 
senting increases since 1900, have been the result of increased produc- 
tion. 

I am receiving demands daily from the general membership of the 
International Brotherhood of Operative Potters demanding wage 
increases consistent with the wage increase potters established on a 
national basis in 1953 and 1954 which we have been unable to bring 
to our people to this date. 

We are wondering if the proponents of H. R. 1 are prepared to 
present to the American pottery worker, whom I have the honor to 
represent, a program that will make up his pay deficiencies by 30 
percent and alleviate the distress our people are suffering at this 
time from foreign competition. 

I repeat again, the American pottery worker is a pieceworker and 
not a Toone The worker has extended himself by increasing his daily 
production to the limit. Under present production standards, in the 
event of further lowering of the tariff, it will undoubtedly result in 
increased unfair competition and survival of the industry will cer- 
tainly be placed in jeopardy, and the pottery workers will be thrown 
on the scrap heap to the advantage of the importer and not to the 
advantage of the American purchasing public because the wage differ- 
ential between the American pottery worker and the foreign pottery 
worker are not reflected in retail sale prices. 

The American pottery worker is a highly skilled craftsman. He 
serves a long apprenticeship of 2 and 3 years at less rate of pay than 
journeyman rates. He makes a real sacrifice in attaining his journey- 
man trade status. His average age is 50 years. Were he given an 
opportunity in other industries, which is not the case, readjustments 
would be questionable. Therefore, his only future prospect under the 
provisions of H. R. 1 is to swell the ranks of the unemployed. 

If the proponents of the vicious H. R. 1 would dare to be so brazen 
as to attempt in the face of past history to prove without question 
the advantage of this proposed measure to any industry confronted 
with unfair competition and low-wage nations the bill would not be 
quite so bitter. However, as it affects the American pottery operative, 
disaster is bound to be the end result, and if and when our Government 
whittles away all protection, which has been continued since the early 
thirty’s, the ultimate will be the elimination of the American dinner- 
ware industry and the American pottery market will be a battle- 
ground for the foreign pottery manufacturers which will in no way 
tend to improve the economy of the foreign pottery worker. The fact 
of the matter is his standard of living will be further depressed unless 
our Government establishes price selling standards in the American 
pottery market for the foreign pottery manufacturer, the possibility 
of which is nil. 

There is no doubt that the American producer could compete suc- 
cessfully if he could pay his employees the same level of wage that 
prevails in Japan and in Europe. 
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To reduce the duty in the face of these facts would have the effect 
of the Government throwing its weight against collective bar aining 
and minimum wage laws, for tariff reductions would undermine 
both. 

An example of this unfair price competition is contained in the 
findings of the United States Tariff Commission in its report to the 
President last June on the household china tableware investigation. 
A pertinent extract from the report is as follows : 

The rate of duty necessary to equalize the United States and Japanese costs 
of production of medium-grade chinaware is 284 percent ad valorem based on 
foreign value and 15 cents per dozen separate pieces. 

Imports of pottery have increased very sharply since the end of 
World War Il. The Japanese pottery industry has been rebuilt and 
rehabilitated and offers very serious and injurious competition, based 
on the wide wage differential already referred to. 

The following table shows the rising tide of these imports since 
1946 supplied principally by Japan, Germany, Italy, and the United 
Kingdom: 


Total imports Total imports 
Year in dollars Year in dollars 
OGG it. te. eo eeee ey | BS Ss ee ea 30, 000, 006 
QO kitchens eae ORs Re Nicci ksccerserbaenecntbasiionn 30, 000, 000 
Fa weit ae eee aoe Bh. Fe Ne ES nicht nicecdtiannicin So ceinmmaens 2 Cee 
Ds el Ea ie a 20, 000, 000 | 1954 (S months)___._____ 18, 000, 000 
TOOL ALA eee 26, 000, 000 


Thus, imports since 1946 have increased $22 million, the greater part 
since 1949 coming from Japan. 

With this trend of increased imports domestic pottery producers 
are virtually at the mercy of low-pr iced imports, particularly in the 
present-day buyer’s market as distinguished from the previous seller’s 
market. Obviously under these circumstances a remedy is needed if 
the industry is to survive and to maintain a minimum level of em- 
ployment. 

As pointed out by the Tariff Commission, the present tariff is grossly 
inadequate for the protection of a reasonable level of employment at 
fair wages. However, an increase in the tariff rates would not have 
the desired effect. In order to bring about something approaching 
competitive parity, the rates would have to be raised to a point of 
apparent exorbitance. 

Under these circumstances, we believe that an import quota would 
afford a better remedy. A quota adjusted to the market condition 
would insure a maximum of imports with a minimum of injury. For- 
eign exporters would then participate in any expansion of the domestic 
market but would also partake of any substantial shrinkage of the 
market. 

Such quotas would help to dissipate the fear that low- “priced pot- 
tery imports will continue to increase and take the market. This feat 
retards production and depresses employment. It also depresses the 
market. Altogether this fear upsets the healthy confidence that leads 
to industrial expansion and to greater employment and sustained busi- 
ness activity. That such fear is fully justified is borne out by the 
sharp upward trend in imports since the war. If the tariff is not 

‘aised and more so if it is lowered there will be no limit to imports 
other than existing producing facilities abroad; and these may be 
further expanded, as they have been since the war. 
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We recognize the international implications of the dollar gap and 
believe that it should be eliminated if that can be done without visiting 
distress and destruction upon our own industries. We do not accept 
the concept that American industries should be sacrificed on the altar 
of economic appeasement. 

An Associated Press item from Tokyo dated November 26, 1954, 
indicates that Japan’s foreign exchange plight is not as serious as it 
formerly was. The news item says that Japan’s foreign trade balance 
has improved. Reserves are nearing $1 billion as compared with 
$781 million only 5 or 6 months ago. 

We feel strongly, in view of the foregoing, that the items classified 
under paragraphs 210, 211, and 212 of the Tariff Act of 1930 should 
be excluded from the list of items to be negotiated with Japan on a 
multilateral basis under GATT. 

If these items are nevertheless to be negotiated, the negotiations 
should be on a bilateral basis with Japan. In such a bilateral agree- 
ment, any necessary quantitative import quotas could be established 
as a species of stop-loss provision. 

The Cuarrman. Does that complete your statement, Mr. Wheatley ? 

Mr. Wueattey. It does. 

The Cuatrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

Mr. Reed will inquire. 

Mr. Reep. Mr. Wheatley, I was quite impressed with your statement 
that the average age of the men in your union is 50 years. Is there 
some difficulty about the work? Why is that average 50 years? Does 
it just happen so or are there some hazards in the work? 

Mr. Wueatiey. Well, it is the old saying of “Once a potter, always 
a potter.” They go through the training. 

By the way, I want to confirm to the best of our knowledge what 
the other speakers have said, the speakers of the industry. We have 
a very fine labor-management relationship in this industry and have 
had it for many years. 

The fact that the unemployment list is not higher in the towns 
where the potteries are situated is the fact that we have a division of 
work clause down to an impractical point rather than start knocking 
off the people by seniority the minute they are going to lose an hour 
a week. That is why he is carried along, probably, for many years 
over other industries. He will get a division of work where he would 
have probably been on the scrap heap or would have gone into some- 
thing else long ago. 

Mr. Reep. What I noticed was if that is the average age of the 
workers in the pottery business, they cannot accumulate a great con- 
fidence ahead and be thrown out of work when they are 40. It is diffi- 
cult for them to go into something else; is it not? Is this not a 
specialized business? 

Mr. Wueattey. That is right. You see, they get old dividing 
work. Maybe they should have gone out someplace else. But a pot- 
ter finds that he is a highly skilled handworker with his hands, and 
it is pretty hard for him to fit into some of these mass-production 
industries, especially when he hits 40 or 45. 

Mr. Reep. That is the point. That is what I had in mind. It is 
rather a difficult situation at that age. At the age of 50, he has to 
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accomplish a good deal before that in the way of building up his 
security and whatnot. 

You have made a nice statement, sir. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

The committee will stand adjourned until 10 o’clock in the morning. 


(At the request of Mr. Reed, the following telegram was inserted 
in the record :) 
OLEAN, N. Y., January 17, 1954. 
Hon. Danret A. REEp, 
House Office Building, Washington, D. C.: 


Re extension reciprocal trade agreements which we understand comes up 
today. Want you to know we share your long-time view that we should not 
make agreements that may unilaterally jeopardize one industry or another in 
this country. Present tariff on our product, ceramic mosaic, so low it does not 
reflect as much as one-quarter difference between labor factor on this product 
here and in Japan from which chief imports our particular tile are coming and 
increasing steadily. Urge no further cuts be permitted and to be at all effective 
protection on this product should be more than doubled. 

Regards and very best wishes. 


OLEAN TILE Co., 
N. E. PHILLIPs. 


(The following letter was submitted for the record :) 


SOUTHERN POTTERIES, 


Erwin, Tenn., January 31, 1955. 
Hon. JERE COOPER, 


Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Sir: We are manufacturers of semiporcelain dinnerware and are mem- 
bers of the United States Potters Association covering manufacturers of china 
and semiporcelain dinnerware. Approximately 85 persons of the dinnerware 
produced in our country is by members of the association. Our factory employs 
950 people and is located in a small community. 

Our factory, as well as the industry, has been extremely hard hit by the 
increasing importations of dinnerware from many foreign countries. This kind 
of competition, we feel, is unfair since the wages paid in foreign countries are 
much lower than the average wage we pay to our employees. The rates paid 
in the pottery industry in Japan are approximately one-ninth of ours, which 
is probably the lowest, and in other countries the rate goes to as high as ap- 
proximately one-third of our rates. Importations from Japan are by far the 
largest, and they have the lowest wage rate and are the most injurious to us. 

H. R. 1, trade agreements extension bill now coming before Congress will 
reduce the tariffs still lower, and if the proposed trade agreement is made with 
Japan it will greatly reduce their tariff comparable with other trade agreements 
now in effect. Tariffs have been reduced considerably over 50 percent since 
1934 through trade agreements. 

In 1954, the wages paid to our employees dropped over 20 percent from the 
preceding year, and with importations of dinnerware heavily increasing the 
picture for the future is anything but good. Foreign competition with countries 
where wages are far below ours cannot be met in our markets and the American 
manufacturers’ production and wages to employees continue downward. If 
H. R. 1 would be passed by Congress as it now stands the injury would be much 
greater. We know that there has been a lot of opposition against this bill 
already, and we hope you, will give further study to our industry, as well as 
many others affected, with the hope that the bill is defeated as it now stands. 

Assuring you of our thanks for giving this your consideration, we beg to 
remain, 

Yours very truly, 
H. W. Kiser, President. 


(Whereupon, at 7:18 p. m., the hearing was recessed, to reconvene 
the following day at 10 a. m.) 
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THURSDAY, JANUARY 27, 1955 


House or RepresENTATIVES, 
ComMiItTTrer ON Ways AND MEANS, 
Washington, D. CG. 

The committee met at 10 a. m., pursuant to recess, in the main hear- 
ing room of the committee, House Office Building, Hon. Jere Cooper 
(chairman), presiding. 

The Cuarrman. The committee will please be in order. 

The first witness appearing on the calendar is the Honorable Harley 
O. Staggers, of West Virginia. 

Is Mr. Staggers here? 

Come forward, please, sir. We know you very pleasantly, but we 
will ask you to please follow the usual custom of giving your name, 
address, and the capacity in which you appear. 


STATEMENT OF HON. HARLEY 0. STAGGERS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


The Cuarrman. Allow the Chair to state we will have to recess the 
hearing a little before 12 o’clock today because there is to be a joint 
session in the House Chamber. The Democratic members of this 
committee will have to meet briefly in the committee room in the 
Capitol immediately following the joint session to take care of some 
committee assignments that have to be made. The hearing will re- 
sume in this room at 2 o’clock. 

You are recognized, Mr. Staggers, and may proceed. 

Mr. Sraccers. Mr. Chairman, and gentlemen of the committee, I 
am Harley O. Staggers, representing the West Virginia Second Con- 
gressional District. 

Mr. Chairman, at the outset, I would like to say that my statement 
will require 7 or 8 minutes. I wonder if I might be able to complete 
the whole statement. I had only 5 minutes allotted to me. 

The CuatrMan. Without objection you may proceed. 

Mr. Sraccers. At the outset, I want to say that I find it particularly 
distressing, in view of this week’s White House decision regarding 
the situation around Formosa, that the administration has not seen 
fit to request, or to at least withdraw opposition, to amendments to 
H. R. 1. 

If a single move by Chou En-lai is all that is required to send us 
into a shooting war, then I would suppose that our first concern at 
this time would be to make certain that America’s industrial might 
is geared to produce all the materials that are necessary to back up 
those boys who would be engaged in combat. I would think that the 
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selfish demands of international traders who stand to profit most 
by the bill before this committee would be cast aside, or at least held 
in abeyance until all mobilization requirements have been satisfied. 

If some of you gentlemen on the committee have taken it for granted 
that these conditions have been met, then let me assure you that you 
have been misinformed as far as some essential industries are con- 
cerned. Our bituminous coal industry is not now operating at the 
level required for instantaneous response to wartime demands, and 
the reason for this deficit is contained—or perhaps I should say that 
it is missing by design—in the bill which this distinguished committee 
is considering at this time. 

In World War LI, the bituminous coal requirements increased b 
75 percent from the year preceding the outbreak of hostilities until 
the year that our forces invaded the continent of Europe. I do not 
believe that there is anyone among us who is of the opinion that 
any such amount of time would be on our side if another outbreak 
should occur. I therefore would like to ask where—unless our mining 
facilities are kept at a ready status during this critical period in our 
history—where are we going to get the additional coal required for 
increased steel production, increased power generation, increased 
industrial activity of all kinds? Where, for that matter, are we going 
to get the coal to replace the foreign residual oil that would be cut 
off by enemy action on the high seas ? 

Let me remind you that in the early days of the Korean conflict, 
several Government agencies issued directives warning that an exten- 
sion of hostilities would place an unprecedented demand upon our coal 
industry. Dr. Arno C. Fieldner, then chief fuels technologist at the 
United States Bureau of Mines, cautioned that another war would 
create a petroleum shortage and necessitate numerous conversions to 
coal in both industrial and domestic use. He said that the coal industry 
would have to be capable of taking on a 50-percent overload in a 
national crisis. 

The National Securities Resources Board and the Munitions Board 
were other offices that actively campaigned to keep the coal industry 
in a state of readiness, the latter office recommending that, because of 
the extraordinary demands of the war economy for oil and gas, coal 
should be used in preference to other fuels by military installations 
and by military-sponsored industrial facilities. Dr. Arthur S. Flem- 
ming, Director of Defense Mobilization, said only 2 months ago that 
coal and other components of a war machine cannot be sacrificed 
during the present period of international tension if only because 
of these 4 basic premises which constantly cast a shadow over every 
American community: 

1. We are in an age of peril. 

2. Soviet Russia has not changed its frequently announced hope 
for destruction of freedom everywhere. 

3. Soviet Russia has the capability of an attack on the United 
States, and this capability will increase with passage of time. 

4. We shall not be aggressors, but we and our Allies must maintain 
a massive capability to strike back if necessary. 

Mr. Chairman, there was the situation as expounded by the Presi- 
dent through the Defense Mobilization Director last November. We 
all recognize that in the interim period conditions have worsened con- 
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siderably. As if the fact that our airplanes and ships are poised at 
this very moment to strike back if Red China chooses to challenge 
us, as if this is not in itself sufficient to alert every one of us to the 
grave danger now confronting the country, our Secretary of Defense 
said only yesterday that the Formosan situation is, and 1 quote, “just 
a ripple in the world situation.” 

If Formosa is just a ripple, then I take it that the Secretary of 
Defense has reason to believe that a virtual tidal wave could be 
unleashed momentarily at the direction of the Kremlin. I say to 
you that I consider it inimical to the security of this Nation to permit 
the continuance of any policy that would serve to weaken a basic 
and essential industry at a time so fraught with danger. I am here 
today to protest that H. R. 1 in its — form, not only fails to 
provide for alleviating the gravity of the coal industry’s condition, 
but in actuality it would tend to compound the industry’s difficulties. 

The coal mines in my district, and throughout all West Virginia 
and other producing areas of the East, have for the past several years 
been experiencing a period of steady decline. Many of the mines are 
closed entirely and some of them will never open again unless condi- 
tions are reversed within a short time. These are the mines from 
which emergency supplies of coal would be expected to come in a 
mobilization effort; instead of their being equipped to do such a job, 
they are slowly flooding and otherwise disintegrating. 

Those mines are not operating today because many of the electric 
utilities and heavy industrial plants normally served by these mines 
are now using residual oil shipped from foreign refineries. I submit 
to you that in the interests of preserving our national security this 
committee must provide a remedy for this illicit competition which 
serves to weaken the United States at a time of grave peril. 

I ask this committee to amend H. R. 1 so that residual oil and crude 
petroleum shipments from abroad will be restricted to 10 percent of 
this country’s demand, based on consumption for the corresponding 
calendar period of the preceding year. 

At the same time, I should also like to ask that some provision be 
made for the protection of the handmade-glass industry, another in- 
dustry which is essential to national safety in a general mobilization. 
Handmade-glass plants in my district are either closed or are cur- 
rently operating 2 or 3 days a week. As in the case of the coal indus- 
try, skilled glassworkers are seeking employment elsewhere and would 
not be available in an emergency. 

I should also like to pomt out that the coal-hauling railroads of 
this great Nation have been seriously injured as a consequence of our 
foreign-trade policy. They, too, would be unable to meet the demands 
of a war emergency under present conditions. Hopper cars and gon- 
dolas which would normally be in service to transport coal to east coast 
markets are rusting away on sidings; the railroads are not building 
replacements because there is at this time no indication that this roll- 
ing stock could be profitably utilized. Unless H. R. 1 is amended to 
include a quota limitation on foreign residual oil, the railroads can- 
not detect anything but a continued decline in coal tonnage on the 
horizon. 

Now, Mr. Chairman and gentlemen of the committee, I have thus 
far devoted my remarks to aspects of national defense. You know 

57600—55—pt. 168 





1054 TRADE AGREEMENTS EXTENSION 


as well as I the wide economic distress that has prevailed in coal com- 
munities since foreign residual oil began to flow into this country’s 
fuel markets in unrestricted quantities. Last week on the floor of 
the House, I called attention to the fact that low tariffs have made, 
or contribute to the making of more than 50,000 unemployed in my 
home State of West Virginia. 

Babies are going without milk in thousands of homes in West 
Virginia because of the free-trade policies. I suggested at that time 
that we provide a Marshall plan for those American workers in West 
Virginia who are unemployed because, either directly or indirectly, of 
the national tariff policy. I shall be glad to explain the provisions 
een in this proposal if any member of the committee would 

‘are to have them at this time, and I can assure you that the Congress 
will be expected to act upon these recommendations unless other 
remedial action is taken as regards our foreign-trade program. 

Let me say, however, that our miners, railroaders, glassworkers, and 
other labor groups in West Virginia do not want to be forced to sub- 
sist through Government handouts. They accept surplus food and 
other relief services only to keep their bodies alive. We are a proud 
people in West Virginia and we ask only that we be given the right 
to earn a living. That right can be restored to us through a sensible 
foreign-trade program. The people of the South are given an oppor- 
tunity to provide a livelihood for themselves and their families 
through safeguards against competition from cheaply produced for- 
eign products. Cotton, peanuts, tobacco, and a host of other commod- 
ities have been provided with an umbrella, in the form of quotas, 
tariffs or both, to shield them from the deluge of alien products that 
otherwise would enter this country. You know and I know that other 
areas of the country are given similar consideration, so why should the 
people of West Virginia be excluded ? 

In view of this question, and the other matters which I have pointed 
out in this statement, I do not think that the Congress can in conscience 
accept H. R. 1 in its original form, and I want you gentlemen to know 
that the people of my State, and of other States who are suffering 
from unreasonable foreign-trade policies, will sincerely appreciate 
your amending this bill to give us the protection that we, as American 
citizens, deserve and rightfully expect. 

Thank you. 

The CHamMan. Does that complete your statement, Mr. Staggers? 

Mr. Sracoers. Yes, sir. 

The CHarrMAN. We appreciate your appearance and the informa- 
tion given the committee. 

Are there any questions ? 

If not, we thank you, sir. 

Mr. Jenkins. Mr. Staggers, I appreciate that you come from a coal- 
mining territory and that you are well posted on the thing that you 
have talked about. If it shows occur to you that you would like to 
amend your speech with some figures, I would like to ask permission 
that you be permitted to do so, because you know this subject well, and 
I think you can fortify the statements with the figures, if necessary. 

Mr. Sraccers. I can give the figures to you in 1 minute, if you want 
me to, on residual oil. 

The CHarrman. Without objection, you can include those. 

(The figures referred to have been placed in the committee files. ) 
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The Carman. We thank you for your appearance before the 
committee. 

The CHarrmMan. The next witness is our colleague, Hon. M. G. Burn- 
side. Mr. Burnside, we know you well, but for the record will you fol- 
low the customary procedure and identify yourself ? 


STATEMENT OF HON. M. G. BURNSIDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Burnsipe. I am M. G. Burnside, Representative from the 
Fourth Congressional District of West Virginia. In my district and 
throughout the State of West Virginia, there are many plants which 
manufacture hand-blown glassware. Some of the most beautiful glass 
in the world is produced in my district. I am sure that you are aware 
that the art of producing hand-blown glass is very intricate and re- 
quires great skill. I think I can safely say that glass manufacturing is 
more than just an ordinary industrial process. “It is a highly special- 
ized craft or art. 

I also feel confident that the members of this committee have already 
been informed of the irreparable injury that has been done the hand- 
blown glass manufacturers of this country by repeated reductions of 
tariffs on imported glassware. Nevertheless, I would like to take this 
opportunity to reiterate some of the points which have already been 
made before you and to speak of them from a local point of view, for 
I am most interested in the state of the industry in my district. 

First of all, I would like to point out that the hand-blown glass- 
ware industry is a distinct and separate part of the glass industry 
generally. It must be distinguished from both flat and | pressed glass. 
Hand-blown glassware is made largely by hand. Machinery cannot 
be adapted to ‘its manufacture so as to make mass production possible. 
The hand-blown glassware industry represents only about 1 percent 
of the total sales of the entire glass industry. 

Having defined the industry about which I am speaking, I would 
like to deal specifically with its present condition. Since the Second 
World War, hand-blown glass imports have consistently increased. 
Stark evidence of the effects of these imports on the domestic glass- 
ware industry is revealed by the fact that as these imports have gone 
up, domestic sales hrave declined. If tariffs are cut even further, as 
authorized by H. R. 1, the only result to be expected is complete elimi- 
nation of the American industry. I submit that this would be most 
unwise. I can see no net benefit to the American economy to be gained 
by elimination or near elimination of our hand-blown glassware in- 
dustry. Many, if not most, of the plants in the industry are located 
in very small towns or villages. They are usually the most important 
local employer and often offer the only local employment. The closing 
of these plants would practically wipe out many small West Virginia 
communities. I cannot think of this havoc as a necessary short-term 
period of readjustment, as the exponents of free trade term it. It may 
be well to say that at some future time our economy would readjust, 
and the younger displaced workers would find other employment. 
But all of us with any common sense know that a hand-blown-glass 
worker who is over 45 years old cannot get a job because his skill is 
in an industry specialty not used by other manufacturers. I am not 
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aware of any other products which could be manufactured in our 
present glassware factories; but even if that were possible, further 
reductions in tariffs mean a serious loss to West Virginia. Our State 
income, already rapidly declining, would be reduced even further. 
Many people now gainfully etinphoyed would be forced to leave the 
State or to join the thousands of unemployed people now suffering 
in West Virginia. 

I think I need not go too deeply into statistics as I am sure the 
members of this committee have precise and detailed information 
covering the glassware industry, but I would like to stress what I 
believe is the most important factor to be considered in relation to 
glassware tariffs. That is simply this—the major factor in production 
of hand-blown glassware is obviously labor costs. It has been pointed 
out time and time again to you that cheap labor in foreign countries 
is solely responsible for the low prices of imported glassware in this 
country. Since the United States cannot control the internal domestic 
policies of foreign countries, and since we cannot prevent exploitation 
of labor in certain countries, further liberalization of our tariff polli- 
cies will not even benefit the ple of foreign countries. Certainly 
it can only create extreme hardship for the hand-blown glass industry 
and its workers in this country. 

Therefore, I strongly urge this committee to either reject H. R. 1 
or to amend it to include a quota limitation on imported hand-blown 
glassware which will adequately protect our domestic hand-blown 
glassware industry. 

The CHatrman. We thank you for your appearance and the in- 
formation you have given the committee. 

Mr. Burnsipe. Thank you, Mr. Chairman. 


The next witness is Mr. Gwilym A. Price. 
Will you please give your name, address, and the capacity in which 
you appear, for the record ¢ 


STATEMENT OF GWILYM A. PRICE, PRESIDENT, WESTINGHOUSE 
ELECTRIC CORP., ACCOMPANIED BY E. V. HUGGINS, VICE PRES- 
IDENT OF CORPORATE AFFAIRS 


Mr. Price. Mr. Chairman, and members of the committee, my name 
is Gwilym A. Price. I am president of the Westinghouse Electric 
Corp., with headquarters in Pittsburgh, Pa., and 56 major plants in 
20 States of this country. I am speaking on behalf of my company, 
which is owned by 111,000 stockholders, and employs at present about 
116,000 men and women. We manufacture more than 300,000 varia- 
tions of 8,000 basic products. With me at the witness table is Mr. 
EK. V. Huggins, our vice president of corporate affairs. 

I should like to speak in opposition to those sections in bill H. R. 1 
which propose to give the President authority to reduce the rates of 
the tariff schedule A that are now in force. 

In the interest of brevity, I have condensed my statement to keep it 
within the time allotted. I would like to file the full statement. 

The Cramman. Without objection your full statement will appear 
in the record. 

(The statement follows :) 
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STATEMENT OF GWILYM A. PRICE, PRESIDENT, WESTINGHOUSE ELECTRIC CoRP., 
PITTSBURGH, PA. 


Mr. Chairman and members of the committee, my name is Gwilym A, Price. 
I am president of the Westinghouse Electric Corp., with headquarters in Pitts- 
burgh, Pa., and 56 major plants in 20 States of this country. I am speaking on 
behalf of my company, which is owned by about 111,000 stockholders and employs 
at present about 116,000 men and women. We manufacture more than 300,000 
variations of 8,000 basic products. Among these products are many that are 
vital for the defense of the country, such as equipment for the generation, trans- 
mission, and distribution of power and for atomic energy installations, as well as 
many products for the armed services. 

I should like to speak in opposition to those sections in bill H. R. 1 which pro- 
pose to give the President authority to reduce further the rates of the tariff 
schedule A that are now in force. 

A year ago our industry had a complete and objective study of its foreign trade 
position made by the National Industrial Conference Board. That study revealed 
quite clearly that the wage spread between America and foreign workers in the 
electrical manufacturing industry has increased since the war. The difference 
in wages was substantial before the war; it has now become even greater. 

The study also revealed that productivity in the electrical manufacturing in- 
dustry of foreign countries has improved since the war. Foreign wages have 
not kept pace with that increase in productivity. Here, on the other hand, every 
improvement in productivity has been matched by increased wages. 

Obviously, the United States electrical manufacturing industry is in a far 
worse competitive position today than before the war. Our industry cannot 
compete on certain products on a price basis with foreign manufacturers who 
pay their workers only one-tenth to one-third of the American wage rate. That 
is notably true on such heavy electrical equipment as transformers, switchgear, 
circuit breakers, motors, control apparatus, turbines, and generators. Such 
equipment is usually tailor made. Up to 50 percent of its total cost represents 
direct wages, mostly of highly skilled handcraftsmen. 

This differential between American and foreign wages is an evidence of our 
high living standard, which has surged far ahead of all foreign countries. To 
maintain the American living standard, Congress had to impose an import quota 
on foreign labor immigrating into this country. Since 1919 we have allowed only 
a limited number of immigrants to enter. Once the foreigner is here, he cannot 
work at the same low wage that he received abroad. He is protected by our labor 
laws and labor agreements, and receives our going wage rate. 

If the United States had not established this limitation on foreign labor, and 
if the Federal and State governments had not created the healthiest climate in 
the world for labor, we never could have reached our high living standard. 
Otherwise, every time our standard surged ahead of foreign living standards, a 
new wave of immigrants would have been attracted. Immigration would have 
ceased only when our standard had been reduced again to the same level as that 
of the countries where the immigrants came from. 

Therefore, just as we have this limitation on the entry of low-wage workers, 
we also need a tariff on the products they make in their own countries, if the 
same products are made competitively and efficiently in the United States. No 
Swiss or English electrical worker could come to our plant at East Pittsburgh 
and take a job at 50 cents an hour. But in its effects on American labor, there 
is no substantial difference between a Swiss electrical worker paid 50 cents an 
hour in his home country who sends his products here over inadequate tariff 
rates, and the same man coming here to work at the same low wages as at home. 

One widely publicized justification for further lowering our tariffs is that in 
order to sell more abroad we must buy more from abroad. 

My corporation has a large export subsidiary. The ratio of our export sales 
to our total sales is higher than the ratio of total American exports to gross 
national product. In other words, our export interests are somewhat above 
average, and we understand the problems of the exporting industries. 

Now, I ask you to imagine a situation in which the president of our own Inter- 
national Co. demands that Westinghouse sacrifice some of its sales in the home 
market to foreign imports. He asks us to do that so he can sell more abroad. 
But he would have to admit that, because of many obstacles in the export markets, 
he is not quite sure that he will actually sell more abroad, even if we make this 
certain sacrifice in the home market. 
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I would consider this a bad business proposition, and so, I think, would you. 
No such suggestion, of course, has been made to me. And yet that is exactly 
what the proponents of still lower tariffs are proposing. 

If we attempt to increase our exports by lowering tariffs on products which 
we make competitively here, we are simply giving benefits to certain industries 
at the expense of other American industries and their workers who will be 
hurt by foreign competition in this country. 

There is a better way to increase our exports than by simply giving away a 
larger slice of our home markets. It is to expand world export markets. 

This is what Westinghouse has been trying to do, with some success. Our 
International Co. has gone into many countries, by invitation, and has pointed 
out the things such countries could do to best use their resources and improve 
their economies. We have invested our own money in surveys, in research 
and development, in design of special equipment. We have aided them in obtain- 
ing financing. We have helped them with our own money to finance power and 
industrial projects. We have assisted them in designing such projects built 
by themselves, have sold them equipment on long-term credit, and have trained 
their employees. We have helped them to select industries that could best use 
the power generated in their plants. 

For some 20 years, my company has been carrying on a program under which 
we license the manufacture of our products by foreign concerns. At present 
we have 89 license and assistance agreements with foreign manufacturers in 23 
countries. All these are in free world countries; none is behind the Iron Curtain. 

Westinghouse does not have substantial ownership interests in foreign plants, 
other thanin Canada. Instead, we have deliberately chosen the licensing method 
of spreading our know-how and giving technical assistance to friendly countries. 
As part of this program, we have dozens of foreign engineers in our plants at 
all times, studying our methods and our drawings. 

Thus we are in direct competition, as you can see, with our own licensees, 
particularly in “third markets”—those countries which do not make electrical 
equipment. 

We cannot compete with licensees making our product unless factors other 
than price are concerned. They can undersell us by 25 to 40 percent in their 
own countries and in the world markets. We can get the business only when 
1 of 3 conditions prevails: First, where we still have technical leadership with 
which the foreign licensees have not yet caught up with; second, where the 
piece of equipment is so large or complicated that it can be built only in our 
plants; and, third, where the customer has the ability and the willingness to 
pay a very substantial premium for a quality product, backed by the known 
ability and determination of the United States manufacturer to install it properly 
and render continuing service. Otherwise, we cannot compete. 

I am not complaining about this situation. All this results in an improved 
standard of living. It makes these other countries better customers for the 
United States and for themselves. But I think American help should not result 
in a situation whereby we lose part of our home business whose costs are fixed 
by law and by the universal American belief that our high living standards must 
be maintained. 

Also, we still hear the argument that we must lower our tariffs to help friendly 
nations economically and thereby strengthen their defense potential. This argu- 
ment has been weakened, because in the past 2 years foreign nations have earned 
about $4 billion more than they spent. Europe had a booming economy in 1954, 
while we went through a slight recession. 

Europe is back on its feet. Its present economic position provides no further 
justification for our economic help through tariffs or otherwise. If Japan and 
other countries still need our economic help, I feel this should be the responsi- 
bility of all Americans. If we give this help by lowering our tariff rates on 
Japanese products which compete with products made competitively in this 
country, Wwe are putting the entire burden on a few vulnerable American indus- 
tries and their workers. I think this is an unfair and undemocratic method of 
assistance. 

Now, it is argued that still lower tariffs in this country will result in a 
liberalization of trade throughout the free world. So far as my own industry 
is concerned, there has been no such liberalization in return for the substantial 
concessions already made. It is harder today to sell American-made electrical 
equipment in foreign countries that manufacture such equipment than it was 
either in the 1930's or just after the war. 
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With a few minor exceptions, all rates on electrical machinery and apparatus, 
listed under group 7 of schedule A, have been reduced since 1930 by 50 percent 
or more under the Reciprocal Trade Agreements Act. Under the 1930 Tariff 
Act, the rates ranged from 20 to 35 percent. The present reduced rates range 
from 8% to 17% percent. These rates are completely inadequate to protect us 
and our workers against foreign competition. Any foreign producer can undersell 
us in this country by up to 30 percent, even after paying shipping costs and duties. 

Very few people, apparently, realize that our tariffs have been cut so low. 
Very few seem to realize the extent of foreign restrictions on shipment of our 
manufactured goods. Some European countries will not permit any American 
manufactured product to enter if that country itself manufactures the same 
product. In other countries, only limited quantities, if any at all, are permitted 
to enter. For instance, it is not possible to sell United States electrical power 
equipment in Germany, England, or Switzerland. You simply cannot do it. 
And yet Great Britain and Switzerland are the largest exporters of electrical 
equipment to our country. They feel deeply injured if any restriction whatso- 
ever is placed on the sale of their electrical equipment here. What is more, a 
great many Americans feel equally injured. I know of no case where American 
believers in free trade have protested European embargoes on American-made 
electrical equipment. I could cite you many cases where Americans have pro- 
tested at an award of a United States Government contract to an American firm 
instead of a European bidder. 

The same condition seems to exist in other manufacturing industries. The 
State Department, which for some years has determined our foreign economic 
policy, has obtained very little reciprocity in return for the economic concessions 
it has made. 

Of course, the primary and proper concern of the State Department is the 
improvement of our relations with other countries. In order to do this, it has 
brought about reductions of our tariffs in an unsuccessful attempt to influence 
foreign governments, without obtaining comparable reciprocal action, and, in 
my opinion, without adequate consideration of the impact of those tariff cuts 
on the domestic economy. 

We may have seen within the past few weeks an example of the State Depart- 
ment’s economic policy. As a result of the President’s order raising the tariff 
on jeweled Swiss watches, the Swiss have protested and have demanded com- 
pensation for injuries they claim they have suffered. According to the New 
York Times, our State Department has recognized those demands and is plan- 
ning to provide compensation. If this its true, one may certainly ask if Swiss 
or other foreign manufacturers have a vested interest in the level of our tariffs, 
while American industry does not. 

I should like to conelude by stressing the importance of heavy electrical 
equipment to our national security. 

In the past 3 vears, Government agencies have awarded to foreign bidders 
contracts for heavy power equipment valued at about $24 million. Under the 
terms of the Executive order which recently lowered the differential under 
the Buy American Act to 6 and 10 percent, instead of 25 percent, it may be 
assumed that such Government orders to foreign concerns will increase in 1955. 
In fact, the first Government ageney order in 1955, for hydroelectric turbines 
(which Westinghouse does not make), was given to the English Electric Co. 
At that time the Assistant Secretary of the Army was quoted as saying that 
this award reflected the policy of the Executive order. 

These purchases of foreign power equipment by Government agencies cannot 
all be justified even from the economic point of view. Under existing laws, most 
of the competitive bids had to be evaluated on a basis of price and without 
what we believe is due regard to quality, maintenance cost, continued avail- 
ability of service, the effect on the industry, or the consequences to the domestic 
economy and the national security. In many cases, the Federal Government 
lost more in tax income by not awarding a contract to an American manu- 
facturer than it gained by buying at a lower price from a foreign manufacturer. 

On the average, on every $100 worth of products sold in this country, the 
Federal Government, States, and municipalities, collect from corporations, 
stockholders, suppliers, and workers about $26 in taxes. On the other hand, 
when importing transformers, for instance, the Government collects duty of 
only $12% on every $100. Therefore, if the Government is to save by importing 
foreign transformers, these have to cost at least $13.50 per $100 less than 
American transformers. Otherwise, the alleged benefit to the consumer through 
purchase of cheaper foreign goods is an outright cash loss to every taxpayer. 
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Added to this should be the cost to the Government of supporting people who 
go on relief from plants manufacturing this equipment in this country. 

Such awards to foreign concerns are in installations which, by their very 
nature, are important to this country’s security, defense, and industrial 
mobilization. 

A year ago Stone & Webster, an engineering and construction firm with world- 
wide experience and thorough knowledge of all types of electrical equipment, 
made a study of the effects of buying electrical power equipment abroad. I 
should like to quote briefly from this study. 

“The United States power supply could face serious emergencies arising from 
substantial delays and expense in overhauling and replacement of foreign-built 
equipment. 

“It is the generally accepted opinion of engineers in the United States that 
foreign-manufactured equipment does not have the capacity or reliability of 
equipment furnished by United States manufacturers. 

“The experience with equipment and service provided by foreign manufac- 
turers, particularly at times of stress such as war, indicates that they cannot 
be depended upon to deliver essential equipment as needed; nor to service that 
equipment after it is installed.” 

Examples of such emergencies have occurred in recent months following fail- 
ures of foreign-made electrical equipment in Canada. Now, such incidents are 
not unknown in the United States, but here, at least, we have trained engineers 
and plant facilities for quickly restoring the damaged equipment to service. 
Foreign-built equipment, even where it follows our basic design, is different 
from ours in many respects. It would be difficult and time consuming for United 
States manufacturers to repair, service, and maintain it. 

I also question the propriety of allowing citizens of other countries to install 
equipment in projects of great defense priority where extraordinary security 
precautions prevail. This has happened in several cases, and is still happening. 
I do not mean to reflect on the honor or integrity of these foreign citizens. I 
simply point out that a security problem exists—just as it exists with a minute 
proportion of our own citizens. The difference is that we have little information 
on or control over citizens of another land. 

Private electric-power companies that have studied the merits of foreign 
equipment have, in general, been reluctant to buy it. This drive for lower 
tariffs, spearheaded by the advocates of free trade, has ignored the very prac- 
tical and strategic factors of lower maintenance and repair, better service, better 
assurance of consistent power supply, and the vital defense aspect of the power 
industry. Federal bidding techniques do not take these factors into consideration 
but are based almost entirely on price. 

The American industrial plant is the keystone of our national defense. In 
turn, this plant relies upon dependable sources of electric power. Therefore, 
our electric-power installations are as vital as tanks, battleships, and atomic 
bombs. As such, they should no more be built and serviced by foreign suppliers 
than any other major weapons of war. 

In view of these considerations, I am of the opinion that no imports of power 
equipment should be permitted for use in critical installations. To this special 
end stronger safeguards than tariffs may be needed. 

I also feel that H. R. 1 should not be rushed through Congress. I think the 
pending report of the Tariff Commission should be considered by Congress in 
connection with the bill, and that Congress and the public be informed on the 
outcome of the present negotiations under the General Agreement on Tariffs and 
Trade. I doubt the desirability of passing H. R. 1 without knowing what com- 
mitments have been made by our negotiators under GATT. 

As a long-range program, we should make an effort to stabilize our tariff rates. 
We should not only relieve the foreign exporter from the uncertainties of our 
tariff policy but also give at least as much certainty to the American manu- 
facturer. 

In establishing stabilized tariffs we should be guided only by economic and 
military considerations. We should not use our tariff rates primarily as weap- 
ons of international political influence. Tariff rates on imports of products 
that we also manufacture competitively in this country should be set at a level 
that approximately equalizes the difference between wages paid by our own 
industries and those paid by competing foreign industries. 

To achieve this goal it may be advisable to overhaul our entire tariff legis- 
lation and to write a new tariff act, much in the same way as our tax laws have 
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been completely overhauled by this committee. I recognize the enormity of such 
a task, but I believe the gain to the Nation would justify it. 

Thank you for the courtesy of this hearing. 

The CHarrmMan. You may proceed without interruption on the 
balance of your statement. 

Mr. Price. A year ago our industry had a complete and objective 
study of its foreign-trade position made by the National Industrial 
Conference Board. That study revealed quite clearly that the wage 
spread between American and foreign workers in the electrical manu- 
facturing industry has increased since the war. The difference in 
wages was substantial before the war. It has now become even 
greater. 

The study also revealed that productivity in the electrical manu- 
facturing industry of foreign countries has improved since the war. 
Foreign wages have not kept pace with that increase in productivity. 
Here, on the other hand, every improvement in productivity has been 
matched by increased wages. Obviously the United States electrical 
manufacturing industry is in a far worse competitive position today 
than before the war. Our industry cannot compete on certain prod- 
ucts on a price basis with foreign manufacturers who pay their 
workers only one-tenth to one-third of the American wage rate. That 
is notably true on such heavy electrical equipment as transformers, 
switchgear, circuit breakers, motors, control apparatus, turbines, and 
generators. 

This differential between American and foreign wages is an evidence 
of our high living standard, which has surged far ahead of all 
foreign countries. To maintain the American living standard, Con- 
gress had to impose an import quota on foreign labor immigrating into 
this country. Since 1919 we have allowed only a limited number of 
immigrants to enter. 

Once the foreigner is here, he cannot work at the same low wage 
that he received abroad. He is protected by our labor laws and labor 
agreements, and receives our going wage rate. Just as we have this 
limitation on the entry of low-wage workers, we also need a limita- 
tion on the products made in their country, if the same products are 
made competitively and efficiently in the United States. No Swiss or 
English electrical worker could come to our plant at East Pittsburgh 
and take a job at 50 cents an hour. But in its effect on American 
labor, there is no substantial difference between a Swiss electrical 
worker paid 50 cents an hour in his home country who sends his prod- 
ucts here over inadequate tariff rates, and the same man coming here 
to work at the same low wages as at home. 

One widely publicized justification for further lowering our tariffs 
is that in order to sell more abroad we must buy more from abroad. 

My corporation has a large export subsidiary. The ratio of our 
export sales to our total sales is higher than the ratio of total American 
exports to gross national product. In other words, our export inter- 
ests are somewhat above average, and I think we understand the 
problems of the exporting industries. 

Now, I ask you to imagine a situation in which the president of our 
own international company demands that Westinghouse sacrifice some 
of its sales in the home market to foreign imports. He asks us 
to do that so he can sell more abroad. But he would have to admit 
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that, because of many obstacles in the export markets, he is not 
quite sure that he will ‘actually sell more abroad, even if we make this 
certain sacrifice in the home market. 

I would consider this a bad business proposition, and so, I think, 
would you. No such suggestion, of course, has been made to me. 
And yet that is exactly what the proponents of still lower tariffs are 
proposing. 

If we attempt to increase our exports by lowering tariffs on products 
which we make competitively here, we are simply giving benefits to 
certain industries at the expense of other American industries and 
their workers who will be hurt by foreign competition in this country. 

There is a better way to increase our exports than by simply giving 
away a larger slice of our home markets. It is to expand world export 
markets. 

This is what Westinghouse has been trying to do, with some success. 
Our international company has gone into many countries, by invita- 
tion, and has pointed out the things such countries could do to best 
use their resources and improve their economies. 

We have invested our own money in surveys, in research and devel- 
opment, in design of special equipment. We have helped them with 
our own money to finance power and industrial projects. We have 
assisted them in designing such projects built by themselves, have sold 
them equipment on long- term ¢ ‘redit, and have trained their employees. 
We have helped them to select industries that could best use the power 
generated in their plants. 

For some 20 years, my company has been carrying on a program 
under which we license the manufacture of our products by foreign 
concerns. At present, we have 89 license and assistance agreements 
with foreign manufacturers in 23 countries. All these are in free 
world countries; none is behind the Iron Curtain. 

Westinghouse does not have substantial ownership interests in for- 
eign plants, other than in Canada. Instead, we have deliberately 
chosen the licensing method of spreading our know-how and giving 
technical assistance to friendly countries. As part of this program, 
we have dozens of foreign engineers in our plants at all times, studying 
our methods and our drawings. 

All this results in an improved standard of living. It makes these 
other countries better customers for the United States and for them- 
selves. But I think American help should not result in a situation 
whereby we lose part of our home business whose costs are fixed by law 
and by the universal American belief that our high living standards 
must be maintained. 

Europe is back on its feet. Its present economic position provides 
no further justification for our economic help through tariffs or other- 
wise. If Japan and other countries still need our economic help, I 
feel this should be the responsibility of Americans. If we give this 
help by lowering our tariff rates on Japanese products which compete 
with products made competitively in this country, we are putting the 
entire burden on a few vulnerable American industries and their 
workers. I think this is an unfair and undemocratic method of 
assistance. 

Now, it is argued that still lower tariffs in this country will result 
in a liberalization of trade throughout the free world. So far as 
my own industry is concerned, there has been no such liberalization 
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in return for the substantial concessions already made. It is harder 
today to sell American-made electrical equipment in foreign countries 
that manufacture such equipment than it was either in the 1930’s or 
just after the war. The present reduced rates range from 834 to 171 
percent. These rates are completely inadequate to protect us and 
our workers against foreign competition. Any foreign producer can 
undersell us in this country by up to 30 percent, even after paying 
shipping costs and duties. 

Very few people apparently realize that our tariffs have been cut 
so low. Very few seem to realize the extent of foreign restrictions 
on shipment of our manufactured goods. Some European countries 
will not permit any American manufactured product to enter if that 
country itself manufactures the same product. In other countries 
only limited quantities, if any at all, are permitted to enter. For 
instance, it is not possible to sell United States electrical power equip- 
ment in Germany, England, or Switzerland. You simply cannot clo it. 

The same condition seems to exist in other manufactur ing industries. 
The State Department, which for some years has determined our 
foreign economic policy, has obtained very ‘little reciprocity in return 
for the economic concessions it has made. 

Of course, the primary and proper concern of the State Depart- 
ment is the improvement of our relations with other countries. In 
order to do this it has brought about reduction of our tariffs in an 
unsuccessful attempt to influence foreign governments without obtain- 
ing comparable reciprocal action, and, in my opinion, without ade- 
quate consideration of the impact of those tariff cuts on the domestic 
economy. 

We may have seen within the past few weeks an example of the 
State Department’s economic policy. As a result of the President's 
order raising the tariff on jeweled Swiss watches the Swiss have 
protested and have demanded compensation for injuries they claim 
they have suffered. According to the New York Times, our State 
Department has recognized those demands and is planning to provide 
compensation. If this is true, one may certainly ask if Swiss or other 
foreign manufacturers have a vested interest in the level of our tariffs 
while American industry does not. 

In the past 3 years Government agencies have awarded to foreign 
bidders contracts for heavy power equipment valued at about $24 
million. Under the terms of the Executive order which recently 
lowered the differential under the Buy American Act to 6 and 10 
percent, instead of 25 percent, it may be assumed that such Govern- 
ment orders to foreign concerns will increase in 1955. In fact, the 
first Government agency order in 1955 for hydroelectric turbines, 
which Westinghouse does not make, was given to the English Elec- 
tric Co, 

At that time the Assistant Secretary of the Army was quoted as 
saying that this award reflected the policy of the Executive order. 
These purchases of foreign power equipment by Government agencies 
‘annot all be justified even from the economic point of view. In many 
‘ases the Federal Government lost more in tax income by not award- 
rn a contract to an American manufacturer than it gained by buying 

at a lower price from a foreign manufacturer. 





1064 TRADE AGREEMENTS EXTENSION 


Such awards to foreign concerns are in installations which, by their 
very nature, are important to this country’s security, defense, and 
industrial mobilization. 

A year ago Stone & Webster, an engineering and construction firm 
with worldwide experience and thorough knowledge of all types of 
electrical equipment, made a study of the effects of buying electrical 
power equipment abroad. I should like to quote briefly from this 
study : 

The United States power supply could face serious emergencies arising from 
substantial delays and expense in overhauling and replacement of foreign-bill 
equipment. 

It is the generally accepted opinion of engineers in the United States that 
foreign manufactured equipment does not have the capacity or reliability of 
equipment furnished by United States manufacturers. 

The experience with equipment and service provided by foreign manufacturers, 
particularly at times of stress, such as war, indicates that they cannot be de- 
pended upon to deliver essential equipment as needed nor to service that equip- 
ment after it is installed. 

Examples of such emergencies have occurred in recent months fol- 
lowing failures of foreign-made electrical equipment in Canada. 

I also question the propriety of allowing citizens of other countries 
to install equipment in projects of great defense priority where ex- 
traordinary security precautions prevail. 

Private electrical power companies that have studied the merits of 
foreign equipment have, in general, been reluctant to buy it. This 
drive for lower tariffs, spearheaded by the advocates of free trade, 
has ignored the very practical and strategic factors of lower main- 
tenance and repair, better service, better assurance of consistent power 
supply, and the vital defense aspect of the power industry. Federal 
bidding techniques do not take these factors into consideration but 
are based almost entirely on price. 

The American industrial plant is the keystone of our national de- 
fense. In turn, this plant relies upon dependable sources of electric 
power. Therefore, our electric power installations are as vital as 
tanks, battleships, and atomic bombs. As such, they should no more 
be built and serviced by foreign suppliers than any other major 
weapons of war. 

In view of these considerations, I am of the opinion that no imports 
of power equipment should be permitted for use in critical installa- 
tions. To this special end, stronger safeguards than tariffs may be 
needed. 

As a long-range program, we should make an effort to stabilize our 
tariff rates. We should not only relieve the foreign exporter from 
the uncertainties of our tariff policy, but also give at least as much 
certainty to the American manufacturer. 

In establishing stabilized tariffs we should be guided only by eco- 
nomic and military considerations. We should not use our tariff rates 
primarily as weapons of international political influence. Tariff rates 
on imports of products that we also manufacture competitively in 
this country should be set at a level that approximately equalizes the 
difference between wages paid by our own industries and those paid 
by competing foreign industries. 

To achieve this goal, it may be advisable to overhaul our entire 
tariff legislation and to write a new tariff act, much in the same way 
as our tax laws have been completely overhauled by this com- 
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mittee. I recognize the enormity of such a task, but I believe the gain 
to the Nation would justify it. 

Thank you for the courtesy of this hearing. 

The Cuarrman. Does that complete your statement, Mr. Price? 

Mr. Price. Yes, sir. 

The Carman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions ? 

Mr. Reed of New York will inquire. 

Mr. Reep. I want to congratuate you, Mr. Price, on the statement 
you have made. One point of particular interest to me is if we are 
putting in these large installations in this country, and using foreign 
products, you mentioned the fact that it is difficult to service them 
and that their products are generally inferior to our own; is that 
right ? 

Mr. Price. I believe that. 

Mr. Reep. So it would be in some instances as buying a foreign 
car. It is a very nice car and runs well for a period of time, but if 
you want it serviced, you would not have the stations to do it. 

Mr. Price. Yes, sir. 

Mr. Reep. That would be a terrible situation in the case of conflict. 
If domestically produced installations were practically ruined by a 
bomb in this country, you would be in a position to replace them 
quickly; is that right? 

Mr. Price. Yes, sir. 

Mr. Reep. But those made by a foreign company could not. 

Mr. Price. And it would be much more difficult for us to do any- 
thing with foreign equipment. 

Mr. Reep. Thank you very much. 

The Cuarrman. Are there any further questions ? 

Mr. Exsernarter. Mr. Chairman? 

The Cuarrman. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Eperuarter. I realize we have a long schedule today, and I 
am going to make the question or two that I have as brief as possible. 
Mr. Price, I notice on page 11 of your statement, you say: 


This drive for lower tariffs spearheaded by the advocates of free trade * * * 


Is not really the spearhead of the extension of these reciprocal-trade 
agreements the President of the United States? 

Mr. Price. I think, Mr. Eberharter, that the agitation for it has 
been spearheaded for years by the advocates of free trade. 

Mr. Exernarter. This bald statement here is that this drive is 
spearheaded by the advocates of free trade. Would you classify the 
Secretary of the State Department, Secretary Dulles, or Secretary 
of the Treasury Humphrey, or Secretary of Commerce Weeks, as 
advocates of free trade? They were our main witnesses here. 

Mr. Price. I did not hear the testimony, and I have never talked 
to Mr. Dulles about this problem. I am not competent to say what 
their position is. But I know the agitation for years and years has 
been by the advocates of free trade. If they have persuaded Mr. 
Dulles and these other gentlemen, I will have to let the statement 
stand as it is, sir. Right in your home city of Pittsburgh, sir, the 
electrical-power equipment which was placed with foreign manufac- 
turers in the years 1952-53, where Westinghouse Electric Corp. was 
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the low domestic bidder, has resulted today in some 1,000 people being 
out of work. The equipment that was placed with these people in 
1952-53 would be moving through our aisles at East Pittsburgh today. 

Mr. Eseruarter. I might say to you, Mr. Price, that figures com- 
piled by the Department of Commerce show, in electrical machinery 
and equipment, that the imports amounted to twenty-five one-thou- 
sandths of 1 percent of the sales of this country. However, that is a 
matter of record. 

Mr. Price. Sir, may I say on that, and I think I can substantiate 
this with figures if it is necessary to do so, that the things which West- 
inghouse directly imports or indirectly causes to be imported, would 
exceed our exports. 

Mr. Exernarrer. We are thinking of the overall national amount. 

Mr. Price. I am thinking of my own company. The things which 
we import or which we cause very directly to be imported in total 
value in dollars would exceed our exports. 

Mr. Esrruarrer. Then, I take it, this morning you are testifying 
especially with regard to the interests of the Westinghouse Electric 
Corp. ¢ 

Mr. Price. And the electrical manufacturing industry generally, 
with particular emphasis on those products which I mentioned in my 
statement. 

Mr. Eprernarter. Mr. Price, the present duty on generators and tur- 
bines is 15 percent. This proposed bill just asks that the President 
be given the power to lower that 15 percent by 5 percent, which would 
be a lowering of three-fourth of 1 percent of the present tariff during 
the first year, and during the entire 3 years it would be only a lowering 
of 21, percent. 


Mr. Price. Mr. Eberharter, I am talking to the entire philosophy 
of the bill. I said that the rates now on the turbine generators are 
completely inadequate. 

Mr. Esernarrer. You indicated you were testifying in behalf of 
your own company. 

Mr. Chairman, I want to put into the record a report of the Federal 


Trade Commission on rates of return after taxes of 516 identical com- 
panies in 25 selected manufacturing industries for the year 1940 and 
for the years 1947 and 1952. It showed that on electrical machinery 
equipment and supplies the rate of return on stockholders investment 
after taxes in 1950 was 21.2 percent—that is profit—in 1951, it was 
15.2 percent, and in 1952, 14.2 percent. 

That is all, Mr. Chairman. 

(The material referred to above is as follows :) 
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TABLE 1.—Rates of return (after tares) on stockholders’ investment, 1940, 1947, 
1948, 1949, 1950, 1951, 1952*—516 identical corporations in 25 selected in 
dustries 


[Adjusted to exclude reported accelerated depreciation on postwar facilities] 


Num- Rate of return after taxes 
7 ber of : 
Industry corpo- 


rations 1940 1947 1948 1949 1950 1951 


Percent re Percent | Percent | Percent | Percent 
Dairy products - ‘ 7 9. 13.5 12.7 14.8 13.5 10.4 


Bakery products. - - 2 8. 18.0 18.0 8. 1 11.4 


Bread _ _. 7.6 15.8 19.6 .§ S 


Biscuits and crackers ; } . 19.9 16.7 5 2 11.‘ 
Tobacco products - ; 3.! 11.6 13. : 3.3 2 9.5 


Cigarettes __ $ ‘ ; 11.9 13 , a 
Cigars_. ( s 10. 2 8.6 ) : 5 
Plug, smoking and snuff : ' 8.0 


Floor covering____- : 216 ; 15.6 


Wool carpets and rugs . 6 15.8 
Linoleum and felt base 25 7.6 5.5 


Paper and allied products 


Industrial chemicals (including ray- 
on)... 


Industrial chemicals - 
Rayon 


Soap, cleaning and polishing prep- 
arations 

Petroleum refining 

Tires and inner tubes 

Flat glass; glassware (pressed or 
blown)... 

Abrasives, asbestos, and miscel- 
laneous nonmetallic mineral prod- 
ucts i 

Blast furnaces, steel works, rolling 
mills __. 

Primary smelting and refining non- 
ferrous metals___- 

Tin cans and other tinware 

Engines and turbines _- 

Office and store machines and de- 
vices... i 

Electrical machinery, equipment 
and supplies__. _- : j 


Motor vehicles and motor vehicle 
equipment__-_-- 





Motor vehicles_ 
Motor vehicle equipme nt_. 
Matches...........- eb. tees 





1 For full data on earnings, stockholders’ investment, etc., see appendix table 1 
Na Includes 4 companies for 1951 and 1952, because of merger of Delaware Floor Products with Congoleum- 

airn. 

3 Includes 104 companies for 1952, because of me rger of Sound View Pulp Co. with Scott Paper Co. and 
the merger of Missisiquoi with Standard Packaging Corp. 

‘ Includes 4 companies for 1949, 1950, 1951, and 1952 because of merger of North American Rayon Corp. 
and American Bemberg Corp. with Beaunit Mills, Inc. Prior thereto, Beaunit was classified in a different 
industry, textile-mill products, 


The Cuarrman. Are there any further questions ? 

Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. Mr. Price, as you went along with your statement, 
you omitted some paragraphs. It is my understanding that you 
wanted those placed into the record. 

Mr. Price. Yes,sir. I was daing that to save time. 
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The Cuairman. The entire statement has already been placed into 
the record. 

Mr. Jenxrns. I have one other question. Is it true that the matters 
that you are advocating today will inure to the benefit of American 
employees more than anybody else ? 

Mr. Price. I believe so. 

Mr. Jenkins. That is all, Mr. Chairman. 

Mr. Srwpson. Mr. Chairman? 

The Cuarrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stmpson. Mr. Price, we are very pleased to have you with us 
today. You are a great Pennsylvanian, and we are proud of your 
company in our State. 

Mr. Mason. Anda great Welshman, may I say. 

Mr. Stmpson. One of the significant sentences in your paper is 
that we should not use our tariff rates primarily as weapons of 
international political influence. Would you enlarge upon that a 
little bit? Then I would like to ask you a few questions about it. 

Mr. Price. Well, sir, I think the statement pretty well speaks for 
itself. I believe in recent years the tendency of the State Department 
has been to use this whole problem as a political instrument in our 
negotiations with foreign countries. The statement pretty well speaks 
for itself. 

Mr. Stwpson. To the extent, then, that we have unwise results, 
economically, because we have used tariff rates as instruments of 
political influence ? 

Mr. Price. I believe so. I believe we have not yet had the time to 
see the full effect of the changes that have already been made. 

Mr. Stason. But we do have some unemployment which is incident 
or a result of the paraphrase of international political influence, is 
that right? 

Mr. Price. I believe so. 

Mr. Srupson. If that is true, and I believe it to be true, we applied 
those lower rates to accomplish a political purpose, and it costs us 
some unemployment, and we are shifting the cost of that burden to 
the backs of the unemployed workers instead of to the National Treas- 
ury where it should be. 

Mr. Price. Yes, sir, I believe so, sir. 

Mr. Srpson. I do, too. I believe it is a serious mistake, because 
we are lessening our productive capacity in our international politi- 
cal manipulations, whereas the costs should be one of all the people 
in the country. Now, may I ask you about your opinion with re- 
spect to what we have accomplished thus far, reciprocally, in this 
matter of international agreements? 

Mr. Price. Very little,sir. Very, very little. 

Mr. Stmpson. I point out, and it is never contested, never con- 
tested at all, that we have today more restrictions on a free trade- 
in the world than we had when we started back in the 1930’s with 
this reciprocal trade program. 

Mr. Price. I believe so. I feel very confident that if the Westing- 
house Electric International Co, were able to persuade some private 
power company in England that our equipment was worth the very 
substantial differential that would have to be paid for it, it would 
be impossible to get that equipment in England. 
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Mr. Srmpson. First, under our trade program, we have traded off 
a large part of what we might call the bargaining power which ex- 
isted back in the 1930’s. That is gone. 

Mr. Price. Yes, sir. 

Mr. Sumpson. We have little remaining. This is my question: Do 
you think that with the little remaining we could expect to remove 
those limitations which now exist? 

Mr. Price. I donot. And may I say, sir, that in the process, we have 
given up, in our industry—and I am speaking now particularly of 
the heavy power industry—pretty substantially our position in world 
trade. There are only three places that I can think of today where 
we get our foreign business. Those places where temporarily we 
have a technological advantage, a year or two lead time over the 
foreign manufacturer; those cases where our plants are so large 
and the equipment to be made is so large and so complex that they 
just do not have the facilities abroad; and in the third place, in those 
instances where the customer has so much confidence in the quality of 
the American equipment and the fact that the manufacturer will turn 
handsprings to install it properly and serve it continually, he is 
willing to pay a very substantial differential in price to get it. 

Smreson. Now, with respect to the national-defense factor, 
with which I am sure we must all agree, have you any suggestion or 
recommendation by way of amendment which might be put in existing 
law or in this bill to handle that national-defense factor? 

Mr. Price. Mr. Huggins has been following this matter more closely 
than I have. 

Mr. Hvucerns. It could be handled in either of two ways, by stronger 
provisions in H. R, 1 to permit or to provide for increases in tariff 
rates on strategic goods; or, secondly, insofar as the heavy electrical 
industry is concerned, the problem arises primarily with Federal 
Government purchases for their big hydroelectric Sica ante in 
the Southwest and in the South, by better provisions under the Buy 
American Act that presently exists. Under the existing Executive 
order there is a provision for an exemption to the 6 to 10 percent 
differential which is now allowed for strategic materials. The indus- 
oF is working to take advantage of that, but with no guidelines as to 
where to present its case or how to go about it. We will find that out. 

Mr. Stupson. There is also a suggestion that under some circum- 
stances, for security reasons, there should be a complete embargo, 
with the requirement that all of those machines be bought in this 


country. 

7g ERE Yes. 

Mr. Price. I think that is the real answer on these critical installa- 
tions. 

Mr. Smueson. You have a paragraph in there on taxes which appar- 
ently is disregarded when we compare the difference between the 
cost here and the cost abroad, and forgetting that we operate all of 
our Government by collecting taxes from the American workingman, 
his employer or himself. 

Thank you, sir. 

That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

If not, we thank you for your appearance and the information given 
the committee. 
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The next witness is our colleague, the Honorable M. G. Burnside. 
Mr. Burnside, we know you well, but for the record will you follow 
the customary procedure and identify yourself ? 


STATEMENT OF HON. M. G. BURNSIDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Burnsipe. Mr. Chairman, I am M. G. Burnside, Congressman 
from the Fourth District of West Virginia. As I am sure you know, 
West Virginia, particularly that part of the State lying in the Ohio 
and Kanawha River Valleys, has been blessed with vast deposits of 
elements used in the manufacture of many vital chemicals. For this 
reason, the State is one of the centers of the chemical industry of the 
United States. Many of the people in my district, the Fourth Con- 
gressional District, are euplerdl by chemical manufacturers, and a 
very great number of these people have informed me of their fear 
that further reductions in tariffs on chemical imports will jeopardize 
their jobs and the plants in which they work. Manufacturers, too, 
feel that further tariff reductions will jeopardize the industry they 
have developed. Some are considering moving to other countries. 
Therefore, I would like to bring to your attention the need for protec- 
tion of this vital industry. 

I need not, I am sure, point out to the members of this committee 
the national importance of the industry about which I am speaking. 
We all know that without it, our national defense effort in our two 
latest wars would have been crippled. I think it fair to say that this 
industry played as important a part in our victories as any other 
in the land. I am sure, too, that you are aware that chemical manu- 
facturing was developed during the First World War precisely because 
it was then found that this Nation depended to too large an extent 
on chemicals manufactured in foreign countries, particularly 
Germany. 

Today, we find the coin reversed. We have a strong national 
industry which has served the Nation well, but it cannot survive in 
the face of cheap foreign imports. I think that our national-defense 
interest alone is a sufficient ground for not permitting further reduc- 
tions in tariffs on chemical imports. But there are many other cogent 
reasons for retaining a protective tariff in this industry. 

In the first place, statistics show that our chemical tariffs have 
already been reduced so that they are among the lowest in the world. 
I am not prepared to say that further tariff reduction would close 
down our chemical industry entirely, but I am sure that it would cause 
a considerable readjustment of the industry. Many chemicals now 
manufactured in this country would be discontinued. Many plants 
would be closed down and much of the money now spent by the 
industry in research and development of newer and better chemical 
products would not be spent. I am sure that many West Virginians 
would lose their jobs. I know that many of them have already felt 
the effects of imported chemicals, and I am not prepared to say that 
these people can be regarded as mere elements of the labor force to 
relocate and readjust themselves as best they can. 

The unemployment situation in West Virginia is already severe. If 
we make it worse by further reductions in tariffs, the distress already 
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rampant throughout the State will be intensified, and the chance for 
eventual recovery will be lessened. In terms of human beings, lower 
tariffs on chemicals will only create further misery. 

In addition to its immediate present effects, an unwise tariff policy 
in regard to chemicals will vitally affect the future of the industry 
and our Nation. Chemical production requires highly trained pro- 
fessional people. Chemical research is an important part of the 
industry. Our national supply of trained chemists is an important 
national asset. If we take any action tending to curtail the industry, 
we will destroy some of the incentive for young people to go into the 
field. The shortage of specialists which may result could do irrep- 
arable future harm. 

Foreign chemical industries have rapidly recovered from World 
WarlII. They are daily increasing their production. We must main- 
tain a tariff policy nurturing our own industry and the jobs of its 
workers because of the natural advantages of production abroad. Not 
only are foreign labor costs far beneath those in this country, but 
construction, operation, and maintenance costs are far less in foreign 
countries than they are here. In addition to this, chemical manu- 
facturers abroad enjoy tremendous tax advantages. Obviously we 
must either offer some protection for our own industry or prepare to 
lose much of it. I, for one, think we have no real choice. We must 
retain a protective chemical tariff to protect our own national interest. 

For the reasons I have outlined, I strongly recommend that this 
committee reject H. R. 1. 

The Cuamman. Does that complete your statement ? 

Mr. Burnsinez. Yes, Mr. Chairman. 

The Cuarrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

The next witness is Mr. Edgar M. Queeny, chairman of the board, 
Monsanto Chemical Co. 

Come forward, please, sir. Will you please give your name, ad- 
dress, and the capacity in which you appear, for the record ? 


STATEMENT OF EDGAR M. QUEENY, CHAIRMAN OF THE BOARD, 
MONSANTO CHEMICAL CO. 


Mr. Queeny. I am Edgar M. Queeny, chairman of the board, Mon- 
santo Chemical Co., with headquarters in St. Louis, Mo. 

I am here today in behalf of Monsanto to oppose passage of H. R. 1. 
If this bill is passed, and if its provisions are implemented, Monsanto, 
and especially its organic chemical activity, will be harmed and its 
ability to fulfill its role in national defense seriously impaired. 

Monsanto Chemical Co. was established in 1901 by my father. He 
pioneered in the domestic manufacture of synthetic organic chemicals. 
Today, in addition to being one of the Nation’s leading chemical pro- 
ducers, we have invested both funds and know-how in establishing 
foreign chemical production. We have major interests in England, 
Canada, Australia, Japan, France, Mexico, Belgium, Sweden, Italy, 
and Argentina. We have more than 24,000 stockholders and more 
than 14,000 employees in 32 domestic plants and laboratories. 

We manufacture more than 400 basic chemicals which are sold in 
20,000 formulations to every important segment of American industry. 
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Synthetic organic chemicals—plastics, pharmaceuticals, dye inter- 
mediates, rubber and petroleum additives, agricultural aids such as 
DDT and 2,4-D—comprise more than half our sales. 

It is not fully appreciated how essential organic chemicals are to 
the maintenance of. America’s standard of living. The automobile is 
a good example. As shown in this display, chemistry makes several 
hundred contributions to the excellence of today’s automobile. This 
data came from the research director of General Motors, incidentally. 
Indeed, an automobile is nothing but metal and chemicals, especially 
organic chemicals. The synthetic fibers, rubber, safety glass, the 
durable finishes, the plastics in steering wheel, dashboard, taillights 
and under the hood are produced from organic chemicals. 

And in national-defense needs organic chemicals are essential, too, 
as evidenced by this display of the Navy’s many applications of chem- 
icals in a submarine. 

This data came from the Bureau of Ships, United States Navy. 

(The two displays referred to are as follows:) 
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Our integrated organic-chemical industry had its inception during 
World War I. When German supplies were cut off, the Nation was 
almost without dyes and pharmaceuticals, which comprised most of 
the organic chemicals then in common use. President Wilson, him- 
self a low-tariff man, pane a postwar embargo on importation of 
organic chemicals so that the American industry would not be de- 
stroyed. Later, Congress established a protective tariff. 

Subsequent tariff acts retained this protection. 

Hence, the United States industry was ready for World War II, 
meeting not only our own requirements, but those of our allies. With- 
out our strong organic chemical industry, Germany would have won 
World War II. She, too, had a strong organic chemical industry. 

Our Nation’s organic chemists and engineers built the synthetic- 
rubber industry almost overnight. Styrene is a basic ingredient of 
synthetic rubber, and Monsanto’s Texas City plant was the first major 
supplier of styrene to the national program. 

The atomic bomb was translated from laboratory data to weapon by 
the chemical industry. Monsanto operated Clinton Laboratories at 
Oak Ridge, Tenn., and other facilities, “without which the atomic 
bomb could not have been,” said General Groves. We made many 
other contributions to the military ; time limitations do not permit me 
to enumerate them. 

In World War II and the Korean war, 1,586 organic chemicals 
served military purposes. In 1944, 15 billion pounds of organic 
chemicals were produced in the United States, more than 92 percent 
of which was allocated to military and other essential uses. Over 95 
percent of Monsanto’s organic chemical output was under allocation 
during World War II. 

Organic chemicals, however, are vulnerable to foreign competition. 
Few organic chemicals are produced in sufficient volume to justify 
continuous production-line methods. Most are made in batch proc- 
esses, both here and abroad, involving high unit hours of labor. With- 
out adequate tariffs we cannot compete with efficient foreign producers 
paying labor one-tenth to one-fourth of our rates. 

Monsanto Chemical Co. has grown rapidly. Its sales have almost 
doubled every 5 years. In 1940, its net assets were approximately $54 
million. At the end of 1954, its net assets exceeded $375 million. This 
growth resulted primarily from the development of new products. 
We have had no significant mergers during this period. We believe 
we are efficient. We know we can compete successfully with other 
American producers who are subject to the same costs of doing 
business. 

If Congress passes this bill and its provisions are implemented, 
Monsanto Chemical Co. is not going to go out of business, but the 
character of our business will change, and our country will suffer. 

We would not research and build plants for new products which 
we know in advance can be Saplicated abroad and imported into this 
country at prices which would make our production unprofitable. We 
would concentrate on products which can be produced in volume and 
which have cheap, indigenous raw materials. We would place greater 
emphasis on our foreign plants and perhaps establish new ones. 

We would deemphasize the production of batch-produced organic 
chemicals. Many of such products, however, are essential for defense. 








1076 TRADE AGREEMENTS EXTENSION 


I presume other American producers would react similarly. A nat- 
ural result would be that, in time, much the the Nation’s requirements 
of organic chemicals would be produced on the Rhine, within range of 
Russian guns. 

Current United States capacity of organic chemicals is 7 billion 
pounds short of the Defense Department’s estimates of potential 1956 
emergency requirements. In my opinion, expansion by private enter- 
prise to cover the deficit is not warranted in the face of present tariffs, 
50 percent below 1930 levels. Any further cuts would worsen the 
orospect. 

While tariffs have dropped, the disparity between wage rates in the 
organic chemical industry here and abroad has widened since 1930. 
The following chart compares wage rates in our own plant in Ruabon, 
North Wales, and our own plant in St. Louis, Mo.; both produce com- 
parable products. Since our operations in other countries have not 
spanned the 1930-54 period, we are without similar data for Germany 
and other foreign locations. You may note that since 1930, the date 
of the last tariff act, wages in our British plant have gone from 20.5 
cents an hour for unskilled workers to 43 cents an‘hour. While in our 
St. Louis plant wages have gone from 45 cents an hour for unskilled 
workers to $1.85 cents an hour. This is the bare wage rate because 
there were no extensive benefits in 1930, and present benefits in Eng- 
land and the United States are not comparable. For skilled workers, 
our English plant has gone from 28.5 cents an hour to 53.3, and in our 
St. Louis plant from 75 cents an hour to $2.365 cents an hour, without 
fringe benefits. 

MONSANTO CHEMICAL PLANTS 


STRAIGHT-TIME WAGE RATES 


UNITED KINGDOM VS. UNITED STATES 
IN U.S. CENTS PER HOUR 


U.K.(_] HBU.S. 


236.5 


185.0 


SKILLED 
WORKERS 


UNSKILLED 
WORKERS 


Wa 
1930 1930 
Source: Monsanto Chemical Compony 
PREPARED BY THE CONFERENCE BOARD CHART SERVICE 


Mr. Qureny. However, as shown in the next exhibit, we have data 
on present costs of German and American chemical operations. In 
Germany a chemical plant can be constructed for approximately 50 
percent of the American cost. 
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(The matter referred to is as follows :) 
Chemical industry—Western Germany versus United States 


Ratio, Ger- 
Germany /|United States} many to 
United States 


Construction costs 

Average wage (including benefits), chemical worker (per hour). 

Research, Ph. D. (per month) 

Depreciation ! (percent) 50 
Corporate income tax rate (percent) . 75 


1 Percent allowed in first 2 years. 
2 Rate applies on assumption that 60 percent of net income is paid out. 


Source: Monsanto Chemical Co, 


Mr. QurreNny. Buildings alone cost a third of comparable American 
buildings. On contract work, German bricklayers are on a piecework 
basis. They earn as much as 72 cents an hour, laying as many as 1,200 
bricks a day. In St. Louis, bricklayers on similar contract work are 

aid $3.45 an hour and lay but 350 bricks a day. Hence, the cost of 
aying a brick on the banks of the Rhine is one-half cent each and on 
the banks of the Mississippi approximately 8 cents each. This may 
be an extreme example, but few manufacturing and service buildings 
are constructed without some brick work. Prices of German equip- 
ment average openenmaies 60 percent of American. Hence, our 
company’s engineers agree that a chemical installation in the United 
States costs double that of a comparable one in Germany. 

Hourly wages and benefits of German chemical workers are only 
one-fifth of the American; 50 cents an hour compared to $2.50. 

Research costs less in Germany, too. Research is a very important 
part of our cost. We spend in excess of 3 percent of our total sales 
on research, and in the organic chemical field it exceeds 5 percent of 
sales. The maximum starting salary of a German doctor of philos- 
ophy is $145 per month, the range is from $133 to $145 per month, a 
ror of the rate prevailing in the United States. That is for a 

octor of philosophy out of college. There is a great competition for 
them in this country. German manufacturers have other advantages. 
They are allowed greater depreciation : 25 percent in each of the first 
2 years’ operation of a new plant. Under our new tax law, the most 
favorable basis available here, the sum-of-the-digits method, permits 
the chemical industry an average of but 14 percent in the first year, 
13 percent in the second. 
erman corporate income taxes are lower. In 1955, German com- 
anies will pay 30 percent plus 334 percent Berlin emergency contri- 
bution on their distributed earnings. On retained earnings, they will 
pay 45 percent plus 334 percent Berlin emergency contribution. If, 
as in the case of most American companies 60 percent of earnings are 
distributed as dividends, Germany’s effective rate is 39.75 percent. 
Ours is 52 percent. And because of higher depreciation allowances, 
the proportion of income subject to tax is much lower. I do not know 
whether the question will be asked later as to other taxes in Germany. 
I might give you some figures here. German taxes are not similar 
to ours. I have taken these figures from the 1953 annual statement 
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of Badische, which is one of the largest chemical producers in Ger- 
many. ‘They paid the following taxes in addition to income taxes: 
Trade tax on property, 36 million marks; equalization of working tax, 
10.7 million marks; real estate tax, 1.7. The total is 16 million marks. 
That is approximately $4 million. Badische did the equivalent of 
$220 million in sales, these other taxes accounted for 1.7 percent of 
sales. In 1953, Monsanto’s sales were about $340 million. Our taxes, 
other than income taxes and social security, comparable to what Ger- 
many paid, were $4,400,000 or 1.3 percent of our sales. Germany paid 
four-tenths of 1 percent more for all other taxes, than we did, but the 
two were close. 

Nor are German producers subject to our antitrust law, our mini- 
mum-wage law, our Robinson-Patman Act, and our other restrictive 
trade legislation. 

I have nothing but admiration for the enterprise and diligence 
which the Germans have shown since the war. They have achieved 
an astounding recovery. Only an ingenious, hardworking people 
could have made such arecord. In 1946, German chemical plants were 
largely rubble. Despite critical shortages of material and capital, 
and despite high interest rates, Western Germany, according to our 
High Cuaveiioniotier’s report, equaled its prewar level of chemical 
production by 1950. 

In 1954, its chemical production was 68 percent higher than in 1950. 
The following charts compare the movements of German, British, and 
American industrial production, as well as chemical production. Ap- 
proximately one-third of Germany’s current chemical production is 
exported. 


INDUSTRIAL PRODUCTION 


WESTERN GERMANY, 


UNITED KINGDOM & UNITED STATES 

300 

INDEX NUMBERS 
1948=100 


250 


WESTERN | 
GERMANY , 


¢ 
os UNITED 
STATES 


KINGDOM 





1938 1948. ‘49 | ‘SQ, ‘Sl .'52: ‘53 ‘54 
Sources: Western Germany - Bonk Deutscher Lénder; United Kingdom- 
Central Statistico! Office; United Stotes- Federal Reserve 
PREPARED BY THE CONFERENCE BOARD CHART SERVICE 
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CHEMICAL PRODUCTION 
WESTERN GERMANY, 
UNITED KINGDOM & UNITED STATES 
350 





INDEX NUMBERS 
1948=100 
300 
? 
250 WESTERN ,/ 
GERMANY ,” 
aeennr 

200 y ' UNITED ~ 

KINGDOM 
150 ol 


1948 ‘49 ‘50 ‘5 $2 «S354 
Sources: Western Germany - Bank Deutscher Lander; United Kingdom. 
Central Stotistical Office; United Stotes- Federal Reserve 
PREPARED BY THE CONFERENCE BOARD CHART SERVICE 


Mr. Queeny. J might point out that 1938 was a boom year in Ger- 
many. Hitler wasrearming. We know we were in a depressed state 
in this country. Britain was not much better off. But Western 
Germany, you can see, is far in excess of prewar. You can see how 
the chemical production on the other chart has gone x We have no 
data as to prewar chemical production in Western Germany. The 
High Commissioner says it was the equivalent to the prewar in 1950. 

Mr. Kean. May I ask a question about that chart? 

The Cuamman. Mr. Kean, of New Jersey. 

Mr. Kean. You have left out on the chemical production chart the 
index number for 1938. 

Mr. Queeny. There is no data for Western Germany in 1938. We 
have data for all of Germany but not for Western Germany. 

Mr. Kean. How great the increase in Germany is compared to what 
it was in normal times, prewar, you do not show by that chart in the 
chemical industry. 

Mr. Queeny. We can take as authority the High Commissioner’s 
report of 1953. He stated that their prewar production of chemicals 
was equaled in 1950. 

Mr. Kean. That gives me the information. 

Mr. Queeny. That is according to the High Commisisoner. We 
could not find any other authority. All of Western Europe and much 
of the rest of the world is experiencing a record boom. Since 1950, 
despite an influx of refugees and an increase of 13 percent of Germany’s 
labor force, her unemployment has diminished steadily. As the fol- 
lowing chart indicates, Germany’s unemployment averaged only 6.2 
percent in 1954. A December 1954 report of the Organization for 
European Economic Cooperation states that unemployment was down 
to 3.5 percent at the summer low point. This remarkable record was 
achieved without a rearmament program. 
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Mr. Queeny. Britain has no unemployment. As stated recently 
in the New York Times, 340,000 jobs are available and unfilled in 
Britain—90,000 more jobs available than the number of unemployed. 

(The statement referred to is as follows :) 


[The New York Times, January 4, 1955] 


THREE HUNDRED AND Forty THOUSAND UNFILLED Joss FOR NINETY THOUSAND 
BritTisH IDLE 


Lonpon.—British industrial production established a new record in October 
and it was then running about 6 percent higher than in 1953. Steel and motor 
manufacturing were among industries showing the best gains. 

At the end of October the number of unfilled vacancies was 340,000, or about 
90,000 more than the number of registered unemployed, and the number in civil 
employment was 22,630,000—a gain of 249,000 in 12 months. 

The fear in some quarters was that the shortage of labor, and particularly 
the marked shortage of skilled labor, would hurt production in 1955. But others 
argued that it would be a further incentive in the drive for higher productivity 
and greater efficiency. 

In contrast, the United States has 3,230,000 unemployed—5 percent 
of her work force, double the percentage of a year ago, in spite of a 
multibillion-dollar defense program. 

The tremendous postwar demand for organic chemical end-products 
abroad has, in most cases, exceeded foreign production capacity. As 
a result, American industry which is not operating at capacity is 
exporting. Monsanto has been exporting products such as phthalic 
epee, an important base for paints and plastics. But when 
phthalic anhydride and other plants now under construction abroad 
are producing we expect an abrupt halt to these exports. 

Similarly, we have been exporting to England large quantities of 
monomeric syrene. This material has entered England duty free, 
but when an addition to a plant owned by Monsanto and British 
partners is completed Britain will impose a 30-percent duty. These 
British imports will cease. Current chemical imports into the United 
States provide no indication of the competition we expect at current 
tariff levels. 

It is most important to recognize that the prevailing export-import 
flow of organic chemicals is temporary. It will diminish as facilities 
in England, Germany, and other countries increase. I believe that 
in the future such facilities will not only be adequate to supply 
European demands but will produce for export as planned. We know 
that priorities are given in Britain to erect any facility promising 
= That is why we have been permitted to build many plants 
in England and are exporting from those British plants. 

Not until then will the present decreased American tariffs be tested. 

Our industry today already is experiencing competition from for- 
eign plants which have been expanded. For example, polyvinyl chlor- 
ide, a plastic having important defense uses, began entering this coun- 
try in quantity early in 1953, and is now being delivered here, duty 
paid, 20 percent under our price. I might say that some of those 
imports are coming from a plant in Italy, in which we are a ner, 
which was built to supply the Italian market, but the surplus pro- 
duction is coming over here. 

Saccharin is being imported, too. Despite a tariff of 3914 cents a 


pound, it is being offered, duty paid, 20 cents a pound under our price. 
There are other examples. 


perce maT « OTe Se 





TRADE AGREEMENTS EXTENSION 1081 


In 1909, 45 years ago, Monsanto pioneered the production of chloral 
hydrate in this country. The 1930 tariff rate was 35 percent; at 
Geneva in 1947 this was reduced to 20 percent; at Torquay in 1951, to 
174% percent. Monsanto’s price was $1 a pound. Imported material 
sold at 75 cents a pound, duty paid, and last year supplied 52 percent 
of domestic consumption. Because of Monsanto’s inability to meet 
this competition, we ceased production of chloral hydrate in Novem- 
ber 1954, and dismantled the plant. 

Glycerophosphates have been made by Monsanto since 1912. The 
1930 tariff of 35 percent was reduced to 17.5 percent at Annecy in 
1949. Last year the only other American producer abandoned produc- 
tion; this year Monsanto ceased manufacture also. It will be inter- 
esting to see if history repeats itself, and if the price of the imported 
product advances now that American production has ceased. 

It is true that these are not important products, but their fate is 
typical of what can happen to American batch-produced organic 
chemicals under inadequate tariffs. 

The charts on wage rates, construction costs, depreciation allow- 
ances, and taxes have illustrated some of the advantages held by for- 
eign producers of organic chemicals. 

(The matter referred to is as follows :) 
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Straight-time wage rates, United States and United Kingdom 
{United States cents per hour] 





| 
United Kingdom ! United States ! 








1930 1954 1930 1954 
Skilled worker eee bei weeks : 29. 5 Ss 75.0 236. 5 
Unskilled worker : 20.5 43.0 45.0 185. 0 





1 Monsanto chemical atten 
Norte.—England has 44-hour workweek before premium pay, 
Source: Monsanto Chemical Co. 


Total industrial production, United States, United Kingdom, and Western 





Germany 
[1948= 100] 
rl United United | Western 
. States ! Kingdom 2 Germany ! 
' i 
Pert ease pe 
a se ewe si 46 387 3195 
Wi abthe tons poesia eth 100 100 100 
1949... | 93 106 145 
1950...-- 108 114 185 
tines be0= nel apes . a a | 115 117 220 
_ J Ss ah ss ded % » de 119 114 | 237 
8 .c50=.. ; aebe 5 ; i = ‘ 129 121 257 
1954... sci deeh eastasle is spe 120 4127 | 4 287 





1 Consists of manufacturing and mining. 


? Consists of mining and quarrying, manufacturing, building, and contracting, and gas, electricity and 
water. 

3 Estimated by OEEC Secretariat. 

411-month average. 


Sources: United States, Federal Reserve; United Kingdom, Centra] Statistical Office; Western Germany, 
Monthly Report of the Bank Deutscher Laender. 


Industrial production of chemicals, United States, United Kingdom, and Western 








Germany 
[1948=100] 
xs see ee ws attr 
|United States—| United King- , 
Yous | chemicals and | dom—chemi- —- a 
‘ allied cals and allied oes 
products ! trades 2 industries 
oO} 551 ro} 
100 100 100 
98 109 137 
117 124 179 
132 134 214 
133 132 221 
143 151 260 
6144 7164 6 301 





1 Consists of industrial chemicals, vegetable and animal oils, soap and allied products, paints, fertilizers, 
drugs and ‘emnene toiletries and miscellaneous chemicals, ‘and atomic energy manufacturing activities 
(new series 

2 Consists of coke ovens and byproduct works, chemicals and dyes, explosives and fireworks, pharma- 
ceutical preparations, a preparations, perfumery, paint and varnish, soap, candles, mineral oil refining, 
other oils s Sroamse, glue, e 

3 Includin iearede as derivatives; but excluding artificial fibers. 

4 Not ava: bie 

§ Estimated by OEEC Secretariat. 

*11-month average. 

7 9-month average. 


Sources: United States, Federal Reserve; United gaan Central Statistical Office; Western Ger- 
many, Monthly Report of the Bank Deutscher Laender 
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Employment and unemployment 
WESTERN GERMANY 
[Thousands] 
Persons in 
receiptof | Unemployed 


Unem- unemploy- | as percentage 
Employed ployed Situations 

















aaa persons vacant | ance benefit | and unem- 
or unemploy- ployed 
ment relief 
Monthly averages: 
BEE ax octeetaneaccste Shr aiennomun 13, 542.5 1, 229.7 155. 9 838 8.3 
inddadeatctineneckamemdaanqie 13, 827.0 1, 579.8 115.8 1, 272 10.3 
ive cecsdscsesdacsncdsacacdsaseed 14, 556.2 1, 432.3 116.5 1, 193 9.0 
Dink bctinthtmiiiia crn timctrhntapinmduniee 14, 994.7 1, 379. 2 114.7 1, 157 8.4 
Pniiaiarneséntnccgutamndeient 15, 582.7 1, 258.6 123.0 1, 067 7.5 
PR etal tithe tain insane taterinesenibicnn 1 16, 363.0 11, 085.9 2141.9 21,034 6.2 
itis inncs ccs capnc<uascchbaeamuetes 1, 989. 6 93.7 ee tte 
An CE =F 2, 042.1 117.6 hed feenkeress 
NR seni 5s ok erence 15, 758.1 1, 427.4 158. 5 1, 27 | 7 
peti tsecknatoncncess cask oe gk 1, 268.5 142.8 Pee se 
I ses wa edb daaip ipa csan aves msn. dberetaghepe calm Skea a 1,101.9 143. 1 Oe tideseee eee 
Se tee ine ccancdaenecuanee 16, 500. 1 1, 007.7 153. 1 eerie ; 
akc kissin damental 934.4 151.9 Ga isaecetece 
icc teeactten xccs0s o.cileeagiaiapisies toca eee 878. 6 155.8 ae 
WIRD ato sec scba cnc kee es 16, 830. 1 822. 5 166. 5 | 690 |_. 
a ahaiiiecustinscshraiatintnceniientaheal tama ene 820.9 154.3 I ncesnrnsidtciiains diese 
PO nicictscoccecccaskueyeeneees 947.5 123. 6 Ded se ca ‘ 
UNITED STATES 
(Thousands of persons] 
oematozes 
as percent o 
Employed | Unemployed civilian labor 
force 
SO ia cain orbs es ee iba eceeenne 59, 378 2, 064 3.4 
OR ietiecnctliche WE ih cictanets ansbidtiiimtdnidnnnanddws 58, 710 3, 395 5.5 
on ndings Halila ae inmedidhantidihediendidebupacimndn 59, 957 3, 142 5.0 
ela nih NN rn cide cncnetamunctiudoasnatnienscane 61, 005 1,879 3.0 
SE ack ie hbtettinicnoncnas seiahecalecita eacetitasicassisatimasttinsceiaiabiaaaibanedtiias 61, 293 1, 673 2.7 
atta ioe ai. een oes belo hb acid ainda d anata taal 61, 929 1, 523 2.4 
SE bat haan bd1ealtadlabagdod<adkdeedenculewedieancunas 62, 213 1, 602 2.5 
A a a icaeccs tee cecaeecsieecaeied a iccteinsccestinaenhareneaa a ledtiagn oclacaie 61, 238 3, 230 5.0 





1 Average of March, June, September. 
2 11-month average. 

3 68-area sample, not comparable. 

4 230-area sample, not comparable. 


a Western Germany, Monthly Report of the Bank Deutscher Laender; United States, Bureau of 
the Census. 
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GREAT BRITAIN} 
[Thousands of persons 15 years of age and over] 


Unemployed 

Numbers Regis Employ- ° 

in civilian —— ment a ae 

employ- | ployed + | Vacancies | “working 

June: 
Oe acids ai ie eee oe 21, 569 27: 487 1.2 
cnc Doe aca haeias napintas ‘nna danadietiaameeaniaa 21, 741 () 11 
Mi awtenchcoccccs cla. coe al enae teen 21, 993 264 (®) 1.2 
DR taknsvbnestiausneniccdlenducsackanenaat pies 22, 214 179 504 8 
IIE icintidleiinahiinntnitasvutiinsietindiiiiia nga Ee 22, 119 5 309 1.3 
Das: nnscindpighbtesdisnacsonwngedhnqundpnnosnaiheeeeton 22, 238 265 326 1.2 
UAE nineties as sie neodiniia tnd thine ghana ieee aia ome 22, 465 218 383 1.0 
End of month, 1954: 

OT Lenn pcos ncnonhdpaitbascssuaeeneod 22, 288 356 ae acsbnsamamecse 
WORUNE Yh sings dane aos igpaaqttcied ana 22, 274 340 | eet Se 
Is 65 oh cetwe cence digommessnnktinbie 22, 274 308 TD Wctete nt anihies 
April_. L aaipaiecennasahl pagent eceaa inane 22, 344 289 Se idiomas asec 
I an cconh apes iaonsessdaguiabndsuehigennaal 22, 430 242 BE: tate th<cens 
BE secs nncaco ccentaeeagsinciancaninshoebeephdee iets ioe 22, 465 218 en Sec athandnedueu 
WN eaten nk cht dnndoas cdc cea enone 22, 518 218 4 Ae ee 
BEI. ..otepetocnnsncsciqeggiensedus ue epeepees 22, 613 229 TNE > ipitenamekiins 
SINE sc isin ai.csniin a dain Anam cctcciiucigcin obmaae ene taaal 22, 614 240 tt hoietasae nee 
CPN oh tts oniewccess dace ae isaac hl cuit hen 22, 635 248 i a 
PON Set oo oncnocne aos otra eote 22, 685 a 1.1 


3 England, Scotland, and Wales. 

4 Wholly unemployed. 

5 Annual data are as of one particular day in July; monthly data as of one particular day each month. Com- 
parison of figures for different periods is affected by the revocation of the control of engagement order in 
Tae -_ = the coming into operation of the notification of vacancies order on Feb. 25, 1952. 

Not av e. 


Source: Great Britain—Central Statistical Office. 
Gross capital investment and gross product, United States, United Kingdom, and 
Western Germany 
GROSS CAPITAL INVESTMENT! 





United States Undies King-| Western 


Year a om Germany 
(1948=100) | (1948=100) | (1949=100) 
21 43 247 
100 100 3 100 
127 150 164 
135 164 184 
134 (5) 1) 








inch fgets ncaa takagtapseas ee oe enn 33 48 261 
NE a isk xh a stcrse shat ca aipevun ante > sore ges Reman siobgteanoantanich angen = Seraanaesen aaa 100 100 3100 
Bins pctincts salen co eieies ¢stinkns esas ae af algal ciedictab clan ae 134 135 158 
ati tata os wcenchdk ie spainebey ooesciosheeosieieeh ssiiesniasep-tn nah dethiatn:sheassbdeiapioseaiepaais aiinean 142 144 169 
SR Phas bs scaica hindi tc onlay eeiaates shieiies Garg hie cabinet eee 139 (5) 183 
GROSS CAPITAL INVESTMENT AS PERCENT OF GROSS PRODUCT 
™ United King-| Western 
Year United States dom Germany 
Sirk bs duck dnah trench einen doen ceeoh dein wtaruieiannacnnindvals tina taiielchdammaaaan 9.0 10.9 214.7 
Si ihdisshacias sh seencieindetiyindslpterina pied +e= kebiahibiaaedaomelten tna 14.4 12.2 318.9 
itis ok lnintinh tht ein eecitennidnmel ndaimats himeniieanwamundeuiinat nee 13.6 13.5 19.6 
Bh nctikth din adsinadanenantcengnias adasdaeigngttaaanee 13.7 13.9 20.7 
hi rer hactcennnhg eine uidecntictegtl tacit nottcinkéeinineiiee sien ae 13.9 (5) (°) 


! Data relate to domestic capital formation at market prices. 
? Data are for 1936. 

3 Data are for 1949. 

4 Estimated. 

5 Not available. 


Source: United Nations, Monthly Bulletin of Statistics, October 1954, November 1954. 
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Western Germany 
[Millions of United States dollars] 


Total gold 


1085 








| 
| Balance on 
> and foreign 
Year | exchange = 
| holdings! 7 : 
iealaipscasinia “§ seathcuniiieaniae = 
ES NN eee al 295 —1, 029 
BOND no ceeccennseccescccccsscccssen gn... eee. - 201 | —845 
WII ow 6 on nie c ce ces cccesdsncoensoe sd te 266 — 24 
WOE on nn ceciccidewccnd cu stch saa eee 503 144 
FO occ ecccccctnsccccccenssns beeen, see eee.... 1, 165 557 
eee ee te ees ee Ty eee 1, 984 065 
Si dindchcncudccacctincates<kdaesecasswidanamlet a ar 22, 526 34 461 
1 End of a. 
2 September. 
3 First half, 1954. 
4 Preliminary. 
Source: International MonetaryJFund. 
United Kingdom 
Total gold ; 
| and foreign | pore mar 
} exchange some 
1 services 
Year holdings (millions of 
(millions of pounds 
United States sterling) 
} dollars) ; , 
2, 009 60 
1, 752 79 
3, 668 329 
2, 374 — 369 
1, 958 166 
2, 546 154 
2 3, 067 34177 





1 End of period. 
2J 


une. 
3 First half, 1954. 
4 Preliminary. 


Source: International Monetary Fund. 
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Mr. Qurrny. The charts at the end show how total output in Ger- 
many and the United Kingdom is forging ahead, how current trade 


balances are in their favor. 

This chart shows the trade balance for 1952, 1953, and for the first 
6 months of 1954. For Western Germany, there is a substantial, favor- 
able trade balance for 1951, 1952, a large one in 1953; the last bar 
is for 6 months only, but it will probably be as great in 1954 as it was 
in 1953. 

It is my conviction that a wise Congress will maintain a strong 
organic chemical industry in the United States. It will not authorize 
any further blanket decreases in tariffs on products essential to 
national defense. May I suggest that instead it ask the Tariff Com- 
mission to review tariffs on such products, item by item, and recom- 
mend duties which would equalize the costs of an efficient American 
producer with its European counterpart. The Commission might 
recommend some lower-than-present rates. It am certain it would 
recommend many higher rates. 

If our essential industry is deprived of equalizing tariffs and 
allowed to wither, then if war comes, our Government will have to 
turn to the insidious practice of direct subsidy in an attempt to revive 
this vital application of American technology. 

In an atomic war, it’s too late. 

I want to thank you for giving me this opportunity. 

The CuatrMan. Does that complete your statement, Mr. Queeny ! 

Mr. Qureny. Yes. 

The CuHatrman. Without objection, the charts appearing in your 
statement will be included in the record. 

We thank you for your appearance and the information given the 
committee. 
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Are there any questions? 

Mr. Boaes. Mr. Chairman ? 

The Cuatrman. Mr. Boggs, of Louisiana, will inquire. 

Mr. Boces. Mr. Queeny, do you know what the rate of growth in 
the chemical industry has been in our country in the last 6 years ? 

Mr. Queeny. I am sure it has been about double the general rate 
of growth. I do not have the figure with me. It is very high. 

Mr. Boces. Do you feel that that would have been possible if these 
foreign competitors were taking the American market ? 

Mr. Queeny. No. 

Mr. Boces. How was it possible? 

Mr. Queeny. As we know, Germany really was out of business until 
quite recently. They started rebuilding their plants in 1948. 

Mr. Boaes. Has your company been exporting to Germany ? 

Mr. Queeny. We have exported to Germany. It is not because our 
costs are lower; it is beeause they are short. 

Mr. Boces. Do you export to Germany now / 

Mr. Qureny. Let me give you an illustration. We exported last 
year a product called phthalic anhydride. Phthalic anhydride is 
made from napthalene. It takes about a pound and a half of naptha- 
lene to make 1 pound of phthalic. Napthalene in the United States 
costs 614 cents a pound. In Germany, it cost 4.9 cents a pound. Our 
raw material costs are about 3 cents higher than the German. Our 
total costs are very much higher than German. Yet they bought our 
high-priced phthalic because they had large use for end products and 
could afford to pay a high price. We had excess capacity and they 
were sold out. 

Mr. Boces. Do you export to Germany now? 

Mr. Qureny. I really don’t know. If we are, the same conditions 
prevail. They are sold out and their end products— plastics and so 
forth which are made from phthalic require greater quantities than 
German capacity can now supply. 

Mr. Boces. Do you know what the total volume of export business 
is in the American chemical industry ? 

Mr. Queeny. I do not have that figure. I can get it for you. 

Mr. Boecs. Would you say it was higher than the amount of 
imports ? 

Mr. Qureny. Yes, I know it is, up to date. 

Mr. Boges. It still is as of now, is it not? 

Mr. Queeny. I am sure it is. 

Mr. Boees. In 1954, the exports totaled $900 million. 

Mr. Qureny. That is because sorelgrt facilities are not adequate to 
supply the boom demand that exists abroad. 

Mr. Boges. In the same year, or in 1953, rather, the imports of 
chemicals in this country amounted to only $300 million. 

Mr. Queeny. Mr. Boggs, if conditions of 1953 would prevail for 
the next 10 years, I would not be here. 

Mr. Boaes. Does your company import chemicals? 

Mr. Queeny. No significant amounts. We import some raw ma- 
terials occasionally, but not chemicals, 

Mr. Boees. Has your company built some plants abroad ? 

Mr. Qureny. Yes, it built many plants abroad. 

Mr. Boces. Are those plants for the domestic market exclusively ? 
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Mr. Queeny. So far, yes. As I mentioned a while ago, one plant 
that was built in Italy to supply its market is now exporting to the 
United States, because it has a surplus capacity. 

Mr. Boges. Do you mean your Monsanto plant in Italy is exporting 
to the United States? 

Mr. Qureny. Yes. We do not control the plant. We have an 
interest in it. 

Mr. Boces. Among the plants built abroad, what percentage, if 
any, are owned by the American interests? 

Mr. Qureny. Do you mean of our own plants? 

Mr. Boses. Well, I should refer to the industry generally. 

Mr. Qureny. I could not answer that. I can answer you for our 
own plants. In England we have a 65-percent interest. In Canada 
about a 90-percent interest. In many other countries it is 50 percent. 
In Italy, I think it is 25 percent. In Mexico it is 100 percent. 

Mr. Boces. Do your Ciadian plants export to the United States? 

Mr. Quereny. No. 

Mr. Boees. Do any of your plants, other than your Italian plant, 
export to the United States? 

Mr. Qureny. Not at the present time; no significant quantity, 
anyway. 

Mr. Boces. What of these $300 million in imports. What is the 
breakdown? How much of that is actually competitive with Ameri- 
can production in the American market? 

Mr. Queeny. It must all be competitive. America is self-sufficient 
in chemicals. It has the capacity to supply all the chemicals re- 
quired here. 

Mr. Boces. Would not some of these items be more or less in a 
nature of raw chemicals? 

Mr. Queeny. I cannot tell you what those imports were. 

Mr. Boces. That figure of $300 million covers chemicals generally? 

Mr. Qureny. Yes; but I am sure America has capacity to supply 
its total requirements of all chemicals. That may not be true of 
some specialties, but I am sure it is true for the usual chemicals of 
commerce. 

Mr. Boees. With exports of $900 million, it would seem to me that 
the American chemical is competing pretty well in the foreign market, 
is it not? 

Mr. Queeny. Yes, I think that is true since the war. America has 
made many specialties. 

Mr. Boses. This is for 1954. This is almost 10 years after the end 
of the war. 

Mr. Qureny. Yes, but the other countries did not catch up very 
fast. They have not caught up yet in many things. 

Mr. Boees. Suppose this $900 million item which, as I understand, 
represents about 5 percent of the total sales of the American chemical 
industry—— 

Mr. Benunk I beg your pardon? 

Mr. Boggs. I had not-finished my question. My question is this. 
I am informed that the $900 million export trade of the American 
chemical industry represents approximately 5 percent of the total 
sales of the American chemical industry. Now, let us assume that 
that export market was lost completely. Would that be a good 
thing for the American chemical industry ? 
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Mr. Queeny. If $900 million is 5 percent it would indicate we have 
a $20 billion industry here. 

Mr. Boces. That is correct. 

Mr. Qureny. I am speaking of chemicals, I do not think our indus- 
try’s volume even approaches that figure. I do not know what is in- 
cluded in your figure. In many statistics, in the Department of 
Commerce, they include paints, oils, and varnishes as chemicals. The 
chemical industry is not a $20 billion industry. 

Mr. Boces. The Department of Commerce so classifies it. As a 
matter of fact, it classifies it as constituting about one twenty-fifth 
of the entire gross national product. 

Mr. Quegeny. I do not know what they have included. It would 
have to be broken down before I could answer intelligently. I am 
sure it is not limited to what we call chemicals. It probably includes 
sulfur, some oils, and other products. It is called chemicals and 
allied products? 

Mr. Boggs. It is the chemical industry. 

Mr. Queeny. Mr. Boggs, I am told that it is chemical and allied 
products and takes in many categories other than chemicals, such as 
shoe blacking, and paints, and not chemicals. The chemical industry 
is not that large. 

Mr. Boees. Let me put my question this way: Do you feel that it 
is possible to export without import? 

Mr. Queeny. We are not concerned with exporting. We believe 
we will lose most of our chemical exports in time, when these foreign 
plants are finished. We are concerned with preserving our domestic 
market and operating in the United States profitably. We fully 
expect Germany and perhaps the British to take over the export 
markets, which they are doing in many cases as fast as their plants 
are completed. 

Mr. Boaes. Let me put my question on a matter of policy, eliminat- 
ing, if you will, your own company. I would like to get an expression 
from you about national policy. The President’s Eabinet has been 
before this committee, asking for the enactment of H. R.1. The theory 
generally enunciated is that H. R. 1 is necessary so that our country 
may export as well as import, and that by doing so, by creating a more 
favorable climate for world trade, we increase stability in the free 
world. Do you subscribe to that philosophy ? 

Mr. Queeny. If it provided for taking off the tariffs, and the wraps 
off sugar, would you be in favor of that? 

Mr. Boees. I think the way it has worked out by reciprocity is the 
only way. Of course, the matter must be adjusted from time to time. 
a sugar program is self-sufficient. It has not cost the Government 
a dime. 

Mr. Qureny. Do you think the chemical industry and other indus- 
tries that will be affected by this act should be subsidized ? 

Mr. Boces. Do you think it is necessary for an industry which is 
exporting $900 million a year and only importing $300 million a year, 
which is a 3-to-1 export advantage, should be subsidized ? 

Mr. Qureny. I am sure that figure which you have is chemical and 
allied products which go far beyond chemicals. I have the data here. 
Total chemical and allied products, the statistics included drugs and 
medicines, soap and related products, paint and allied products, gum 
and wood chemicals, fertilizers, vegetables and animal oils, and mis- 
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cellaneous products. They make up the $900 million. When I speak 
of the chemical industry, I speak of inorganic and organic chemicals. 

Mr. Boaes. You used the word “subsidy” a minute ago. Just how 
do you define a tariff? What is it? 

Mr. Queeny. A tariff is an equalization of the costs in some cases 
and in some cases it is a measure of revenue for the Government. In 
the matter of subsidy, it goes out of the Treasury, and with a tariff 
it comes into it. 

Mr. Boees. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Mr. Reep. Mr. Chairman? 

The Cuarrman. Mr. Reed, of New York, will inquire. 

Mr. Reep. I would like to ask you this question, because you are a 
successful man in your industry. If you were planning to expand 
your industry in this country, and icadiitionn such as a threat of low- 
ering of the tariff on your products existed, would you go ahead with 
your expansion under such circumstances? 

Mr. QurEeny. We would be very hesitant to until we see what hap- 
pens, particularly on organic chemicals which sell for from 40 cents 
a pound to cortisone which sells for $1,500 a pound. 

r. Reep. In other words, until you have some certainty as to what 
is going to be done under the powers granted in H. R. 1, you would 
hesitate to risk your money in a new venture; is that right? 

Mr. Qureny. That is quite right. 

Mr. Reep. I know that is happening in my district, where they 
had planned an expansion in a small town costing a million and a 
half dollars. They have canceled. 

Mr. Qureny. We have already shelved many programs under the 
present tariff act. 

Mr. Reep. You have? 

Mr. Qureny. Yes. 

Mr. Reep. Thank you very much. 

The Cuairman. Are there any further questions? 

Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Exsernarrer. Mr. Chdirrian I ask unanimous consent that, 
for informational purposes only, there be inserted in the record at 
this point section 2 of the act approved July 1, 1954, Public Law 464, 
83d Congress, which reads as follows: 

Sec. 2. No action shall be taken pursuant to section 350 to decrease the duty 
on any article if the President finds that such reduction would threaten domestic 
production needed for projected national defense requirements. 

That is the law today, and the proposed measure which is now before 
us under hearing will continue section 2 as I just quoted. That is all, 
Mr. Chairman. 

The Cuarrman. Are there any fuurther questions? 

Mr. Srurson. Mr. Chairman? 

The Cuamrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srtmpson. This matter of batch organic chemicals is what 
principally concerns you, is it not? 

Mr. Qureny. Organic chemicals? 

Mr. Stmpson. Yes. 

Mr. Qureny. Yes. 
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Mr. Suapson. How does the productivity of the European synthetic 
organic chemical industry compare with productivity in the United 
States today ? 

Mr. Qureny. I wish I could give you an accurate overall figure. 
We know the productivity in our English plant. There in their older 
plants productivity is not in the range of ours in the United States. 
In the newer plants, engineered here and translated over there, they 
use man for man. The productivity is just as high. We found it 
very difficult in England to reduce the number of men on a job. Once 
a plant is operated with, say, 10 men, it is very hard to get the force 
reduced to 8. But in a new plant which we have operated here, and 
which we know can be operated with, say, 20 men, and we assign 20 
Britishers, they are happy and they do just as good a job as ours. 
Our engineers have spent a great deal of time in Germany. We are 
bringing over a German process here. Their new plants, in the opinion 
of our engineers, have just as high productivity per man as we have. 
In the chemical industry a large share of costs are in research and in 
salaried employees. The productivity of the German chemist, in our 
opinion, is higher than it is here. He works 48 hours a week. He 
has little money or time for recreation. He works harder. All Ger- 
mans work harder than we do, from the presidents of corporations 
down. You will find that the presidents of some companies are in 
their offices at 7 o’clock in the morning. 

The productivity of the salaried group in Germany, in our opinion, 
is much higher than it is here. In their new plants, the productivity 
of the hourly workers is on a par with ours. 

Mr. Suapson. Thank you. What effect, if any, does trading by 
State trading associations or cartels or Government-assisted groups 
have upon foreign trade in the chemical industry? Do you find cartels 
for trading purposes in Europe? 

Mr. Qureny. Yes, there are cartels, selling cartels. 

Mr. Stupson. The effect of productivity being at least the equiva- 
lent, man for man abroad as:it is here, in the new plants, it would 
seem to fit right in with what appears to be the policy to encourage 
you to establish plants abroad. You have been encouraged to do that, 
have you not, by Government? 

Mr. Queeny. Yes. 

Mr. Suwpson. And both here and abroad ? 

Mr. Qurreny. Well, there has been no direct encouragement here. 
There has been direct encouragement from abroad. 

Mr. Stupson. I understand once a plant has been operating in some 
of the foreign countries, they embargo us from shipping into that 
country ; is that correct? 

Mr. Queeny. We just established a plant in France, and they raised 
the duty to 45 percent. 

Mr. Suweson. They restrict the importation of that product? 

Mr. Qureny. Either embargo the importation or restrict it with a 
high duty. 

Mr. Srreson. Is it a part of our policy to reduce the tariffs back 
here so that the product of that foreign plant may be shipped into 
the United States for sale? 

Mr. Quereny. You are quite right. 














TRADE AGREEMENTS EXTENSION 1093 


Mr. Stmpson. In the pending negotiations with Japan and the 
multilateral negotiations which will take place in Geneva next month, 
there are a goodly number of these chemical products up for con- 
sideration, for further tariff cuts; are there not ? 

Mr. Queeny. Yes. 

Mr. Stmpson. And you are concerned specifically about what may 
happen in some of those areas? 

Mr. QureENny. In most cases our tariffs have been cut to the limit 
already, 50 percent. 

Mr. Srupson. So that without the passage of H. R. 1, as far as 
tariff cuts are concerned, they have gone the limit? 

Mr. Qureny. Yes. I would like to point out that although some 
of the tariffs have been cut 50 percent, the effective decrease has been 
more than 50 percent. If we take the case of the synthetic organic 
chemicals, we had in 1930, a tariff of 45 percent and 7 cents a pound. 
That is now 22 and 1 percent and 31% cents a pound. But we know 
that 314 cents of 1954 is only equivalent to 134 1930 cents. The spe- 
cific rate has been cut effectively 75 percent and not 50. 

Mr. Smwpson. I think your information has been very informative 
to the committee. On the national defense item alone, we should most 
carefully follow your suggestion. Do you have any specific sug- 
gestions as to what we should do with respect to the chemical industry. 
keeping the national defense in mind? An earlier witness suggested 
with repect to his industry we should embargo the importation of cer- 
tain kinds of electrical equipment which could not readily be built 
here. Would you suggest that in some areas with respect to chemicals 
we should completely embargo the importation ? 

Mr. Queeny. I would not like to see an embargo. I would like to 
see a tariff that will equalize our costs with our competitors. We will 
take our chances on that. 

Mr. Srapson. I have one other question but I think I know the 
answer. You do not subscribe to the theory that American money 
should be persuaded to go abroad for the purpose of selling that 
product back into the United States? 

Mr. Queeny. Absolutely not. We want to continue to employ 
American labor to sell American goods to Americans. 

The CHarrman. Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. Mr. Queeny, how much is your company planning to 
spend on new plants and equipment this coming year? 

Mr. Qureny. This year? Our largest expansion was completed in 
1953 and we are tapering off. We are building laboratories and plants 
for inorganic chemicals and new products which are protected from 
imports by patents and which we think we will have markets for. 

Mr. Kean. How much, roughly, are you planning to spend on 
=e ? 

Mr. Queeny. Between $30 and $50 million. 

Mr. Kran. I congratulate you, but that belies somewhat the state- 
ment you made in answer to Mr. Reed’s question about the fact that 
you would be afraid to spend any more money on account of the fact 
that you are afraid of imports. 

Mr. Qurreny. No; our largest expenditures this year will be on 
products that are new. We are also expanding capacity for others— 
inorganic chemicals like phosphorous, phosphates, and sulfuric acid 
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and on which we do not expect to have foreign competition. We will 
not spend any money on batch-produced synthetic organics, of which 
some 7,000 are being produced here now. 

Mr. Kean. I followed your testimony very carefully. It seems 
to me that, as I would summarize it, it would be that you have not, as 
yet, been seriously hurt by foreign competition, but you are against 
poe bill because you are afraid that you may possibly be hurt in the 

uture. 

Mr. Qureeny. We know we will be hurt. We can add up 2 and 2 
and know what the answer is. We know what foreign costs of pro- 
duction are. We operate there. We know what the tariff is. We 
know what goods can be landed here for. 

Mr. Sapiak. Mr. Chairman? 

The Cuarrman. Mr. Sadlak, of Connceticut, will inquire. 

Mr. Sapiak. Mr. Queeny, you have, among your laboratory work- 
ers, a great many very highly skilled technicians. Would you favor 
an amendment to this bill which would provide protection for those 
highly skilled technicians in your laboratories, and the protection, if 
I give the term properly, would be for this purpose, that if you have 
these products coming in from foreign countries, invariably your 
particular laboratories will be affected and you will lose the use of 
those highly skilled technicians in the case of an emergency. Would 
you favor such an amendment to this bill? 

Mr. Qureny. The best protections that you can give these highly 
skilled men is to assure them that their jobs will be continuous, and 
that will be assured if we have adequate tariff protection. 

The Cuatrman. Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. First, I wat to state how happy I was to follow your 
statement and see the wealth of detail and the sparseness of generali- 
ties in your statement. I have always felt it is a mark of respect on the 
part of a witness to give this committee the benefit of details. The 
committee itself, of course, must draw these generalities, and it is 
our duty to do so. I want to pursue one line of questioning that Mr. 
Reed has mentioned in regard to the expansion of Monsanto, let us 
say. As I understand it, his question was directed to whether you 
would expand in a certain field of your operation domestically, and 
your response was that you would not under the climate that would 
exist. 

My question would be this: Would you have any thought of expand- 
ing that particular operation in a country abroad where you would 
not have the labor costs and these other costs that are imposed upon 
you by our various statutes? 

Mr. Quereny. We would be very reluctant to decide to build plants 
abroad to supply the American market. So far, all of our foreign 
plants have been designed to supply the foreign markets. 

Mr. Curtis. Let me ask this, Mr. Queeny. If your sole motive was 
the purpose of making money for the Monsanto {Scented Co., actually 
it might be a moneymaking proposition to expand abroad under this 
climate; would it not? 

Mr. Quzeny. It is possible. But, as I say, we would be very reluc- 
tant to do it. We do hope conditions will be such here that we can 
afford to expand here. 





ee 











TRADE AGREEMENTS EXTENSION 1095 


Mr. Curtis. The point I am getting at, though, is that your reluc- 
tance does not stem from the standpoint of not being able to make 
money, but, as I understand it, from the details of your presentation, 
stems more from a concern of what would happen to this country if 
that particular operation were not available in the event of an emer- 
gency ; is that correct? 

Mr. Quzeny. That is correct. 

Mr. Curtis. In regard to Mr. Kean’s question about whether your 
company would be hurt, from the details of your testimony it appears 
to me that what you are saying is that you might actually go out of 
production of a certain product, but as far as the company itself is 
concerned, it is perfectly capable of moving into others. Again, the 
details in your testimony seem to indicate that your concern is much 
broader than Monsanto. The concern seems to rest on the position 
of Monsanto and other chemical companies in relation to our national 
defense. 

Mr. Qureny. The chemical industry, as I attempted to show, is 
essential not only to the well-being of America in peace, but is vital in 
wartime. If we cannot preserve the industry for America, it might 
have very grave results. 

Mr. Curtis. I was drawing these generalities from the specifics of 
your statement, and I wanted to be sure that you agreed with my 
conclusions. 

Mr. Queeny. Thank you. 

The Cuareman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenxins. I have one statement I would like to question on. 
It is in connection with your statement on page 4. You answer Mr. 
Kean completely where you say, in effect if Congress passes this bill 
and its provisions are implemented, we would concentrate our products 
which can be produced in volume and which have cheap indigenous 
raw materials, and we would place greater emphasis on our foreign 
plants and perhaps would be required to build new ones. That 
would be a very startling thing if you have to go to some foreign 
country to build a plant because of the passage of this bill. 

The Cuarman. Is that all? 

We thank you, Mr. Queeny, for your appearance and the informa- 
tion given the committee. 

Mr. Qureny. Thank you for your patience. 

The CuatrMan. The next witness is Mr. Fred G. Singer. 

Come forward, please, sir. Please give your name, address, and 
the capacity in which you appear, for the record. 


STATEMENT OF FRED G. SINGER, CHAIRMAN, INTERNATIONAL 
TRADE AND TARIFF COMMITTEE, MANUFACTURING CHEMISTS 
ASSOCIATION, INC. 


Mr. Stncer. My name is Fred G. Singer. I am chairman of the 
international trade and tariff committee of the Manufacturing Chem- 
ists Association. 

Mr. Chairman, for the sake of time, I have a slightly shorter ver- 
sion than the document you have before you. I do not think you 
will have difficulty following what I have to say from the text, and 
I think I can do it a little quicker. 
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The Crarrman. You are recognized and may proceed without in- 
terruption. Your entire statement will appear in the record. 
(The statement follows :) 


STATEMENT BY FRED G. SINGER ON BEHALF OF THE MANUFACTURING CHEMISTS’ . 


ASSOCIATION, INC. 


Mr. Chairman, members of the committee, my name is Fred G. Singer. I am 
chairman of the international trade and tariff committee of the Manufacturing 
Chemists’ Association, Inc. I have been charged by the association’s board of 
directors to present this testimony to you. It is the consolidated opinion of 
numerous individuals in one document in the form you have requested interested 
industries to present. The output of the combined membership of this group 
represents something more than 90 percent of the tonnage of chemicals pro- 
duced in the United States. Over one-half of the member firms are classed by 
Government standards as small business. 

In view of the very limited time allotted to each witness, I shall not review here 
the important role played by the domestic chemical industry in our national 
economy, security, and welfare of the American people. I should like, however, 
to summarize a few points, which may help you understand our viewpoint on this 
bill, H. R. 1: 

1. Thanks to wise Government policies, our country had, in contrast to pre- 
vious experience, a healthy, well-integrated, well-manned chemical industry 
when World War II hit us. The existence of that industry in this country 
proved to be essential not only to the United States but also to our allies. 

2. Under present world conditions, it is essential to the free world that the 
United States not only preserve the present chemical industry, but also provide a 
climate for its continuous development. This situation is recognized officially 
by the Government by the fact that during the emergency period, of all the 
construction, reconstruction, erection, installation, or acquisition that has been 
certified as necessary in the interest of national defense, the chemical industry 
accounted for about one-fifth of the total dollar volume so certified. This total 
is exceeded only by the combined metals group. It is our Government’s policy 
to increase capacity in essential industries beyond levels necessary to meet 
civilian demand. The latest (October 1954) annual report of the Joint Com- 
mittee on Defense Production stated: “Adding new capacity can be futile, how- 
ever, unless the mobilization base, built at great cost, is maintained in the 
maximum possible state of readiness.” 

The chemical industry will be able to meet foreseeable military and civilian 
demands if and to the extent that: 

(a) It can be operated and maintained at a profit, and kept technologically 
up to date during peacetime; and 

(b) Sufficient skilled and technical labor can be retained actively in tasks 
which fit them for an immediate shift to emergency production. 

3. The United States chemical industry is not only important to national 
security in time of war, but also in case of peacetime emergency, such as epi- 
demics affecting the health of people, the life of food animals, or the saving 
of crops. 

4. Chemical products enter into the fulfillment of all six basic needs of man- 
kind: food, clothing, shelter, transportation and communication, health and 
welfare, and tools and equipment. The Department of Commerce reports that 
the chemicals group is the only one in its listing of industrial classifications that 
plays a part in all the other 72 groups. 

5. The chemical industry spends.more on privately financed research and 
development per dollar of sales than any other industry. There is a higher pro- 
portion of professional employees to production employees in this industry than 
in any other. The industry employs 20 percent of all research workers in the 
country. From research come new products, which mean new jobs and leader- 
ship in keeping ahead of technological advances in foreign countries, not all of 
them friendly to the United States. 

6. According to Government sources, almost 20 percent of the total output 
value of all United States nondurable manufactured products comes from the 
chemical and allied industries. In 1951 1 out of every 12 dollars of Federal 
and State corporate taxes was paid by the industry. The industry provides 
employment to something over 800,000 people, and provides income through 
dividends to more than 1,250,000 share owners. 
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To the managements of the chemical industries, as in other industries, the 
subject of employment is one of particular concern. “It is the continuous policy 
of the Federal Government to use all practical means * * *, to coordinate and 
utilize all its plans and functions and resources for the purpose of creating and 
maintaining, in a manner calculated to foster and promote free competitive 
enterprise and the general welfare, conditions under which there will be 
accorded useful employment opportunities, including self-employment, for those 
able, willing, and seeking to work and to promote maximum employment, pro- 
duction, and purchasing power.” These words are familiar to every member 
of this committee and to every Member of the Congress, because they are the 
clear declaration of policy of the Congress as stated in paragraph 1021 of the 
Employment Act of 1946. It is difficult to reconcile this statement of policy 
with the effect which the present bill will have on domestic employment, produc- 
tion, and purchasing power. The administration and other proponents of this 
bill have publicly recognized that its effect will be to create unemployment and 
go even so far as to close some industries in this country. No one can foresee 
the extent of the resulting distress on the workers, their wives and children, on 
the communities they live in, and on the business in those communities that 
depends on the buying power of the workers which might be thus affected. 

In our industry there is ample domestic capacity to supply all domestic needs. 
Under the circumstances, further reduction of tariff on chemicals could be 
expected to add little to international trade. 

The effect of any increase in imports which might result from further tariff 
reductions should be carefully noted for it is double barreled. As the number of 
units produced here decreases, the cost of domestic production will increase 
disproportionately ; and as the number of units produced abroad is increased, 
foreign unit costs will decrease at an accelerating rate. 

The Congress has passed very restrictive laws on the use of prisoner and 
convict labor in our country and nearly every State of the Union has its own 
laws to restrict the use of such labor from competing unfairly with other 
workers. This principle is so important that it is extended into our tariff act, 
the Tariff Act of 1930, which in section 306, title 3, provides that the importation 
of any goods from a foreign country is prohibited when it is produced wholly 
or in part by convict labor, forced labor, or indentured labor under penal 
sanctions. 

Gentlemen, isn’t it then a matter of degree when you are called to consider 
the desirability of customs tariffs, to offset the unfair competition of substand- 
ard wage rates, paid in most foreign industrial countries, as compared to the 
rates paid in the United States? We have a minimum wage law and the 
administration is asking that the minimum be raised from 75 to 90 cents per hour. 
If present minimum were paid in foreign countries, it would be already a god- 
send to most workers abroad. Conversely, if our national workers, in order 
to survive, were obliged to accept wages at foreign levels, we evidently could 
compete with all comers but it would be a national disaster. 

Coming now to this bill, H. R. 1. The bill is very difficult to understand. I 
believe it would take a good river pilot to see one safely through all the 
meanders of its provisions. Many of the terms are vague, too broad, and con- 
fusing. 

Last year, Congress was faced with similar legislation when it was occupied 
with the examination of other important matters. That bill was set aside be- 
cause it involved such grave problems as to require careful examination. This 
year, an effort is being made to rush this proposed legislation through the Con- 
gress. What has changed, that the impression is given in the national press 
that the Congress is now willing to rush this bill without proper consideration 
of its provisions? What is the hurry? 

H. R. 1 has two purposes: The first, extend the authority of the President to 
enter into new trade agreements with foreign countries for a 3-year period or, 
more precisely, from June 12, 1955, through June 30, 1958. The balance of the 
bill proposes amendments to the Trade Agreements Act proper, which seem to 
deal mostly with subjects at present being discussed in Geneva among the 
contracting parties to the provisional General Agreement on Tariffs and Trade. 

Repeatedly, over recent years, the Congress has indicated its desire to examine 
this general agreement, known in short as the GATT, by inserting in the extension 
acts a caveat, which calls attention to the fact that extensions of the President’s 
authority under the Trade Agreement Act do not imply approval or disapproval 
of the GATT. 
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We are told that it is important for our national foreign policy to convince 
foreign governments that this country is not abandoning its liberal approach 
to foreign trade problems and is not reverting to a policy of unnecessarily high 
customs duties. The erroneous impression has been given abroad that, if the 
Congress fails to renew the President’s authority, it means that the Trade Agree- 
ments Act has been abrogated. As you all know, that is not correct but this 
periodic extension of the President’s authority has become symbolic, not only to 
people abroad, but to many people ik our own country. 

In recent years that extension has been for only 1-year periods, which is said 
to create a great deal of uncertainty abroad and at home, and has certainly given 
you and all of us a great deal of work. It is suggested in this bill, section 2, that 
this authority be extended from June 12, 1955, until the close of June 30, 1958. 
If such action is going to reassure our friends abroad, the Manufacturing Chem- 
ists’ Association would be unrealistic if it were not willing to accept such an ex- 
tension. In other words, Mr. Chairman, the association does not oppose sec- 
tions 1 and 2 of the bill. 

It is in the other three sections that we beg you to give careful consideration 
to the implications in the proposed amendments to the Trade Agreements Act. 

From time to time in H. R. 1, there are paragraphs which are lifted verbatim 
from the present act. Weare making no comments on these. 

Section 3, line 22 on page 2 to line 8 on page 3, spells out new powers to the 
President, if enacted, in regard to foreign-trade agreements he enters into with 
foreign governments. If you examine these new powers, you will find that they 
coincide with the principal captions of the GATT, which has never been ap- 
proved by Congress. At the end of the list is the wide open power that such 
agreements may include provisions with respect to “other matters relating to 
such trade designed to promote the purpose of this section similar to any of 
the foregoing ones.” We consider these words vague and incomprehensible. 
We recommend that trade agreements be confined to trade matters. 

The meaning of the provision in lines 4 to 8 on page 3 is not clear, but, if we 
understand the intent correctly, some such restriction seems desirable. As 
worded, does it mean that, when using his rights to proclaim, the President can 
ignore existing legislation, such as section 22 of the Agricultural Adjustment 
Act, or the Employment Act, patent law, or even other limitations in the present 
Tariff Act? Since this is a limitation on authority, it should be clarified. 

The administration has asked authority to negotiate concessions in the United 
States import customs tariff, to take effect on a gradual and selective basis in 
a truly reciprocal manner. We understand the word “selection” as meaning 
“on a product-by-product” basis. The MCA has publicly stated its opinion that 
the “product-by-product” basis is the only fair way to determine tariff rates, 
because of the great complexity of such matters and the dangers in applying 
empirical “across-the-board” treatment. We believe that this view is approved 
by most people who deal with this subject, and we believe that Congress should 
be willing to meet the administration’s request, and indicate its intent by in- 
cluding a section in this bill with words to this effect: 

“Concessions shall be made only: (i) in return for liberal concessions by other 
countries, which would effectively reduce their trade barriers, (ii) on specific 
products or very closely related groups of products and (iii) gradually in order 
to cause minimum disturbance to domestic production, employment, and prices.” 

Subparagraph (a) (1) (B) starting on line 9, page 3, through line 16, con- 
firms the President’s authority to proclaim new agreements. That authority 
is permanent until changed by statute. The language from line 17, page 3, 
through line 22, page 5, is new and modifies the limitations of conditions under 
which the President can proclaim. The President’s power to increase rates is 
unchangd. This power has not been used since World War II and yet it is the 
only power which the President can use in negotiations to counteract actions 
of a foreign country contrary to the purposes of the Trade Agreements Act. 

Line 3, page 4, through line 12, page 5, contains new limitations on authority 
to proclaim agreements entered into, on and after June 12, 1955. The proposal 
(i) line 8, page 4, to reduce rates 15 percent below the rate existing on July 1, 
1955, which has to be read in conjunction with (i) line 6, page 6, that not more 
than 5 percent becomes effective each year for 3 years, together with alternate 
proposal (iii), line 17, page 4, which has to be read in conjunction with (ii), 
line 12, page 6, and (iii) line 16, page 6, setting a ceiling of or equivalent to 
50 percent ad valorem on all tariff duties, are part of the subject being discussed 
in Geneva at the present GATT session. They are based on a French plan, 
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which was adopted for study by the contracting parties of fhe GATT in October 
1953, under the title “A New Proposal for the Reduction of Customs Tariffs.” 
We understand that plan has been modified before the present session. To my 
knowledge, the text of the new plan, known as the Pflimlin plan, has not been 
made available to the United States. It would seem reasonable that, before new 
powers are granted, you gentlemen should know what is coming out of these 
GATT negotiations and obtain some idea of the way in which these new powers 
are to be used. 

Speaking again of alternate provision (iii) starting on line 17, page 4, we 
should like to ask what magic significance is there in picking out of space 
the arbitrary level of 50 percent ad valorem? The ad valorem equivalent of a 
rate of duty, as such, has never been a measure of whether a rate is high or 
low. The only way to determine whether a rate is unnecessarily high or 
dangerously low is to determine the margin of protection represented by that 
particular rate for a particular product made in the United States, at a par- 
ticular time, from a particular country. An apparently low rate can in reality 
give a higher protective margin against a high-priced foreign item than a seem- 
ingly high rate against a low-cost imported article. With our single column 
tariff schedule and the unconditional most-favored-nation treatment, it is im- 
possible to prescribe any overall percentage level, which is appropriate for all 
products and will, at the same time, protect particular articles from the lowest- 
cost-of-production foreign group. We are not saying that there may not still 
exist in our tariff schedules any rate which gives a particular product an un- 
necessarily high margin of protection. We do not know. We do know, however, 
that we have not yet experienced the full effect of the most recent rate reductions 
on chemicals which went into effect in 1951. Some of the present rates may turn 
out to be too low. The adequacy of each tariff rate can only be determined by a 
detailed study of that product over a reasonable period of time. 

A, first approach to that problem has been made by the United States Tariff 
Commission at the request of the Senate Committee on Finance. The Com- 
mission’s report is not published, and we do not know what it contains, but we 
believe you gentlemen would want to know what it contains before you pass on 
this request for an across-the-board ceiling. We also believe that if this pro- 
vision of the bill is retained in any form, subparagraph (iii), lines 8 to 12, 
on page 5, should be amended to state that the standards of valuation contained 
in section 402 of the Tariff Act of 1930 shall be utilized, without qualification, in 
making the required determinations. 

Turning to alternate (ii) starting on line 10 through line 16, page 4, this is 
another proposal that needs careful examination. In our opinion, it is vague, it 
does away with selectiveness and is without limitation as to commodity or class. 
We understand that it is based on the idea that any article, which is not being 
imported into this country or which is imported in negligible quantities, whatever 
that means, is not being imported because the tariff rate must be too high. We 
believe that is highly debatable. It is quite possible that products are not im- 
ported from abroad for other reasons such as provisions of our patent laws, or 
quantitative restrictions, or because the article isn’t produced abroad, or because 
there is already such a competitive situation in this country that no one abroad 
has any particular incentive to join in the fight. Because of the way this provision 
is worded, it is also possible that a foreign country with which we wish to negoti- 
ate could manipulate the export of particular items to the United States so that, 
at the time we enter into agreement, they are not being imported into this country 
or are being imported in negligible quantities. We would like to suggest that, 
before you authorize the President to determine matters in this connection, you 
ask your United States Tariff Commission to study this proposal and let you 
know what it means and what its effects might be. 

Page 5, lines 18 through 21, provide for expanding the export markets of 
Japan, including that country’s markets in third countries. This purpose is 
inconsistent with the stated purpose of the Trade Agreements Act; namely, of 
“expanding foreign markets for the products of the United States.” It is an 
entirely new concept, the scope of which is difficult to determine. We urge that 
this new purpose be eliminated from the bill. 

Subparagraph A (4) on page 7, line 21 through line 24: This provision in our 
opinion should be eliminated as it discourages selectivity and is in contra- 
diction with the premise that negotiations should be carried out on a product- 
by-product basis. Some chemical classification categories embrace hundreds of 
district chemical compounds. We believe it inadvisable to invite and encourage 
reduction of rates on any such broad basis. 
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We object to section 5, starting on line 9, page 11, through line 16 on page 12, 
because there remains so little bargaining power for this country. In the past, we 
have been outtraded all along the line. In our opinion, nothing should be lost of 
what remains of our bargaining power and we suggest that this whole section 
be eliminated. 

In conclusion, we repeat “What is the hurry?” Evidence is pouring in from 
abroad, as published in their and our own publications, that the national economic 
activity of Western European countries is so high that the London Economist uses 
the word “prosperity” in speaking of England and countries on the continent. 
Foreign aid from this country has certainly proved highly successful. 

A GATT committee has reported the real dollar demand in Europe is for United 
States dollars to be invested by their nationals in our country. We are told that 
the report of this committee will not be made public because it points too clearly 
to the fact that reductions in United States tariffs are no longer important in 
solving the so-called dollar-gap problem. We hope that the chairman and Con- 
gressman Simpson will see that report since they both serve as observers on the 
United States delegation to the present conference in Geneva. 

We can understand that you wish to settle early in this session the question 
of extending the President’s authority to enter into foreign-trade agreements, but 
we do oppose amendments which would modify the Trade Agreements Act by 
giving new powers, which are either tied into the GATT negotiations, the results 
of which you will only know later, or which are entirely new and not in accord- 
ance with the purposes of the act. 

In our opinion, too much emphasis is placed on this question of United States 
import tariff schedules in searching for a solution to international balance of 
payments questions, stability of national currencies, and free convertibility, 
which is the key to multilateral international trade. 

We call your attention to the fact that, according to a public-opinion poll 
published January 8, 1955, of the “informed voters” who have an opinion on 
tariffs and trade matters, 53.3 percent are against further tariff reductions 
(i. e., are either in favor of continuing present tariff levels or are in favor of 
increasing tariffs), while only 42 percent are in favor of lower tariffs (Public 
Opinion News Service). 


Mr. Srncer. I have been charged by the association’s board of di- 
rectors to present this testimony to you. It is the consolidated opinion 
of numerous individuals in one document in the form you have re- 
quested interested industries to present. The output of the combined 
membership of this group represents something more than 90 percent 
of the tonnage of chemicals produced in the United States. Over 
one-half of the member firms are classed by Government standards 
as small business. 

In view of the very limited time allotted to each witness, I shall only 
highspot the important role played by the domestic chemical industry 
in our national economy, security, and welfare of the American people. 

Under present world conditions, it is essential to the free world that 
the United States not only preserve the present chemical industry but 
also provide a climate for its continuous development. This situation 
is recognized officially by the Government by the fact that during the 
emergency period, of all the construction, reconstruction, erection. in- 
stallation, or acquisition that has been certified as necessary in the 
interest of national defense, the chemical industry accounted for 
about one-fifth of the total dollar volume so certified. 

The chemical industry will be able to meet foreseeable military and 
civilian demands if and to the extent that— 

(a) It can be ee and maintained at a profit, and kept tech- 
nologically up to date during peacetime; and 

(6) Sufficient skilled and technical labor can be retained actively in 
tasks which fit them for an immediate shift to emergency production. 

Chemical products enter into the fulfillment of all six basic needs 
of mankind. The Department of Commerce reports that the chem- 





TRADE AGREEMENTS EXTENSION 1101 


icals group is the only one in its listing of industrial classifications 
that Ne s a part in all the other 72 groups. 

The chemical industry spends more on privately financed research 
and development per dollar of sales than any other industry. There 
is a higher proportion of professional employees to production em- 
pee in this industry than in any other. 

om research comes new products, which mean new jobs and lead- 
ership in keeping ahead of technological advances in foreign countries, 
not all of them friendly to the United States. 

According to Government sources, almost 20 percent of the total 
output value of all United States nondurable manufactured product 
comes from the chemical and allied industries. In 1951, $1 out of 
every $12 of Federal and State corporate taxes was paid by the indus- 
try. The industry provides employment to something over 800,000 
people and, in addition, provides income through dividends to more 
than 1,250,000 share owners. 

To the managements of the chemical industries, employment is of 
particular concern: 


It is the continuous policy of the Federal Government to use all practical 

means * * * to coordinate and utilize all its plans and functions and resources 
for the purpose of creating and maintaining, in a manner calculated to foster 
and promote free competitive enterprise and the general welfare, conditions 
under which there will be accorded useful employment opportunities, including 
self-employment, for those able, willing, and seeking to work and to promote 
maximum employment, production, and purchasing power. 
These words are familiar to every Member of the Congress, because 
they are the clear declaration of policy of the Congress as stated in 
paragraph 1021 of the Employment Act of 1946. It is difficult to 
reconcile this statement of policy with the effect the present bill will 
have on domestic employment, production, and purchasing power. 

The administration and other proponents of this bill publicly ree- 
ognize that its effect will be to create unemployment and go even so 
far as to close some industries in this country. No one can foresee 
the extent of the resulting distress on the workers, their wives and 
children, on the communities they live in and on the business in those 
communities that depends on the buying power of the workers. 

The Congress, and nearly every State in the Union, has passed very 
restrictive laws on the use of prisoner and convict labor in our country 
and nearly every State of the Union has its own laws to restrict the 
use of such labor from competing unfairly with other workers. This 
principle is so important that it is extended into our Tariff Act, the 
Tariff Act of 1930, section 306, title 3. 

Gentlemen, is it not then a matter of degree when you are called to 
consider the desirability of customs tariffs, to offset the unfair compe- 
tition of substandard wage rates, paid in most foreign industrial 
countries, as compared to the rates paid in the United States? 

We have a minimum-wage law and the administration is asking 
that the minimum be raised from 75 cents to 90 cents per hour. If 
present minimum were paid in foreign countries, it would be already a 
godsend to most workers abroad. Conversely, if our national workers, 
in order to survive, were obliged to accept wages at foreign levels, we 
evidently could compete with all comers but it would be a national 
disaster. 

Coming now to this bill, H. R.1. The bill is very difficult to under- 
stand. I believe it would be a good river pilot to see one safely 
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through all the meanders of its provisions. Many of the terms are 
vague, too broad and confusing. 

Last year, faced with similar legislation, Congress set the bill aside 
because it contained such problems as to require examination. An 
effort is being made this year to rush this proposed legislation through 
the Congress without proper consideration of its provisions, What is 
the hurry ¢ 

H. R. 1 has two purposes: The first, extend the authority of the 
President to enter into new trade agreements with foreign countries 
for a 3-year period, or, more precisely, from June 12, 1955, through 
June 30, 1958. The balance of the bill proposes amendments to the 
Trade Agreements Act proper, which seem to deal mostly with sub- 
jects at present being discussed in Geneva among the contracting 
parties to the provisional General Agreement on Tariffs and Trade. 

We are told that it is important for our national foreign policy to 
convince foreign governments that this country is not abandoning its 
liberal approach to foreign-trade problems and it is not reverting to a 
policy of unnecessarily high customs duties. The erroneous impres- 
sion has been given abroad that, if the Congress fails to renew the 
President’s authority, it means that the Trade Agreements Act has 
been abrogated. 

As you all know, that is not correct, but this periodic extension of 
the President’s authority has become symbolic, not only to people 
abroad but to many people in our own country. 

If such action is going to reassure our friends abroad, the Manu- 
facturing Chemists’ Association would be unrealistic if it were not 
willing to accept such an extension. In other words, Mr. Chairman, 
the association does not oppose sections 1 and 2 of the bill. 

It is in the other three sections that we beg you to give careful 
consideration to the implications in the proposed amendments to the 
Trade Agreements Act. 

From time to time in H. R. 1 there are paragraphs which are lifted 
ae from the present act. We are making no comments on 
these. 

Section 3, line 22, on page 2, to line 8, on page 3, spells out new 
powers to the President, if enacted, in regard to foreign-trade agree- 
ments he enters into with foreign governments. If you examine 
these new powers, you will find that they coincide with the principal 
captions of the GATT, which has never been approved by Congress. 

At the end of the list is the wide-open power that such agreements 
may include provisions with respect to “other matters relating to such 
trade designed to promote the purpose of this section similar to any 
of the foregoing ones.” We consider these words vague and incom- 
prehensible. We recommend that trade agreements be confined to 
trade matters. 

The meaning of the provision in lines 4 to 8, on page 3, is not clear. 
As worded, does it mean that, when using his rights to proclaim, the 
President can ignore existing legislation, such as section 22 of the 
Agricultural Adjustment Act, or the Employment Act, patent law, 
or even other limitations in the present Tariff Act? Since this is a 
limitation on authority, it should be clarified. 

The administration has asked authority to negotiate concessions in 
the United States tariffs to take effect on a gradual and selective basis 
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in a truly reciprocal manner. We understand the word “selective” 
as meaning on a product-by-product basis. The MCA has publicly 
stated its opinion that the product-by-product basis is the only fair 
way to determine tariff rates, because of the great complexity of such 
matters and the dangers in applying empirical across-the-board treat- 
ment. We believe that Congress should be willing to meet the admin- 
istration’s request and indicate its intent by including a section in 
this bill with words to this effect : 

Concessions shall be made only (i) in return for liberal concessions by other 
countries, which would effectively reduce their trade barriers, (ii) on specific 
products or very closely related groups of products, and (iii) gradually in order 
to cause minimum disturbance to domestic production, employment, and prices. 

Subparagraph (a) (1) (B) starting on line 9, page 3, confirms the 
President’s authority to proclaim new agreements. That authority 
is permanent until changed by statute. The President’s power to 
increase rates is unchanged. This power has not been used since 
World War ITI and yet it is the only power which the President can 
use in negotiations to counteract actions of a foreign country contrary 
to the purposes of the Trade Agreements Act. 

Line 3, page 4, through line 5, page 5, contains new limitations on 
authority to proclaim agreements entered into, on and after June 12, 
1955. The alternative proposals to reduce rates 15 percent below the 
rates existing on July 1, 1955, ought to set a ceiling of, or equivalent 
to, 50 percent ad valorem on all tariffs gradually over 3 percent, are 
part of a subject being discussed in Geneva at the present GATT ses- 
sions. They are based on a French plan, which was adopted for study 
by the contracting parties of the GATT in October 1953. It would 
seem reasonable that, before new powers are granted, you gentlemen 
should know what is coming out of these GATT negotiations and 
obtain some idea of the way in which these new powers are to be used. 

Speaking again of alternate provision (iii) starting on line 17, 
page 4, we should like to ask what magic significance is there in 
picking out of space the arbitrary level of 50 percent ad valorem? 
The ad valorem equivalent of a rate of duty, as such, has never been a 
measure of whether a rate is high or low. The only way to determine 
whether a rate is unnecessarily high or dangerously low 1s to determine 
the margin of protection represented by that particular rate for a 
particular product made in the United States, at a particular time, 
from a particular country. 

With our single column tariff schedule and the unconditional most- 
favored-nation treatment, it is impossible to prescribe an overall per- 
centage level, which is appropriate for all products and will, at the 
same time, protect particular articles from the lowest cost of pro- 
duction foreign groups. We are not saying that there may not still 
exist in our tariff schedules any rate which gives a particular product 
an unnecessarily high margin of protection. We do not know. We do 
know, however, that we have not yet experienced the full effect of the 
most recent rate reductions on chemicals which went into effect in 
1951. Some of the present rates may turn out to be too low. The 
adequacy of each tariff rates can only be determined by a detailed 
study of each product over a reasonable period of time. 

A first approach to that problem has been made by the United 
States. Tariff Commission at the request of the Senate Committee on 
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Finance. The Commission’s report is not made public but we believe 
you gentlemen would want to know what it contains before you pass 
on this request for an across-the-board ceiling. 

We also believe that if this provision of the bill is retained in any 
form, subparagraph (iii), lines 8 to 12, on page 5, should be amended 
to state that the standards of valuation contained in section 402 of the 
Tariff Act of 1930 shall be utilized, without qualification, in making 
the required determinations. 

Turning to alternate (ii) starting on line 10 through 16, page 4, 
this also aoe careful examination. In our opinion, it is vague, it 
does away with selectiveness and is without limitation as to commod- 
ity or class. We understand that it is based on the idea that when an 
article not being imported into this country, is imported in negligible 
quantities, whatever that means, is not being imported because the 
tariff rate must be too high. We believe that is debatable. There could 
be many reasons why a preducet is not being imported into this country. 
We would like to suggest that, before you authorize the President 
to determine matters in this connection, you ask your United States 
Tariff Commission to study this proposal and let you know what it 
means and what its effects might be. 

Page 5, lines 18 through 21, provide for expanding the export 
markets of Japan, including that country’s markets in third countries 
by making reductions in our own tariff. This purpose is inconsistent 
with the stated purpose of the Trade Agreements Acts, namely of 
“expanding foreign markets for the products of the United States.” 
We urge that this new purpose be eliminated from the bill. 

Subparagraph A (4) of page 7, line 21 through line 24: This pro- 
vision in our opinion should be eliminated as it discourages selectivity. 
Some chemical classification categories embrace hundreds of distinct 
chemical compounds. We believe it inadvisable to invite and encour- 
age reduction in rates on any such broad basis. 

We object to section 5 in its entirety, starting on line 9, page 11, 
through fine 16 on page 12, because there remains so little bargain- 
ing power for this country. In the past we have been outtraded all 
along the line. Nothing should be lost of what remains of our bar- 
gaining power, and we suggest that this whole section be eliminated. 

In conclusion, we repeat, What is the hurry? Evidence is pouring 
in from abroad that the national economic activity of Western Euro- 
pean countries is so high that the London Economist uses the word 
“prosperity” in speaking of conditions in England and countries on 
the Continent. Foreign aid from this country has certainly proved 
highly successful. 

GATT committee has reported that the chief cause the real dollar 
demand in Europe is for United States dollars to be invested by their 
nationals in our country. The report of this committee will not be 
made public because it points too clearly to the fact that reductions 
in United States tariffs are no longer important in solving the so-called 
dollar-gap problem.. We hope that the chairman and Congressman 
Simpson will see that report, since they both serve as observers on the 
United States delegation to the present conference in Geneva. 

We can understand that you wish to settle early in this session the 
question of expanding the President’s authority to enter into foreign- 
trade agreements, but we cannot go along with you when you modify 
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the Trade Agreements Act by giving new powers, which are either 
tied into the GATT negotiations, the results of which you will only 
know later, or which are entirely new and not in accordance with the 
purposes of the act. 

In our opinion, too much emphasis is placed on this question of 
United States import tariff schedules in searching for a solution to 
international balance-of-payments questions, stability of national cur- 
rencies, and free amie ity, which is the key to multilateral inter- 
national trade. 

We call your attention to the fact that, according to a public-opinion 
oll published January 8, 1955, of the category “informed voters” who 
fare an opinion on tariffs and trade matters, 53.3 percent are against 
further tariff reductions—for example, are either in favor of continu- 
ing present tariff levels or are in favor of increasing tariffs—while only 
42 percent are in favor of lower tariffs. 

hat completes my statement, Mr. Chairman. I thank you. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Mills, of Arkansas, will inquire. 

Mr. Mrus. Mr. Singer, is this the Gallup poll that you referred to’ 
I have a copy of it, as it appeared in the Washington Post and Times 
Herald of Reauaie January 8, 1955. It says it is reproduced by a 
Committee for a National Trade Policy, 1025 Connecticut Avenue, 
Washington, D. C. 

Mr. Srncer. May I see that, sir? I would like to make a correc- 
tion for the record. Instead of 42 percent in favor of lower tariffs, 
it is 46 percent. Excuse me. 

Mr. Mitxzs. Will you please look at that? I think it would be inter- 
esting to see the whole thing in the record at this point. 

Mr. Srncer. Yes, sir; that is it. If you work out the statistics that 
are given here of “informed voters,” you will get the results I have 
just given you, sir. 

Mr. Mus. I think it would be advisable for the whole thing to 
be in the record. Do you not think so? 

Mr. Srncer. Yes. 

Mr. Mits. I ask unanimous consent that it be placed into the record. 

The CuarrMan. Without objection, it is so ordered. 

(The matter referred to follows :) 


[The Washington Post and Times-Herald, January 8, 1955), 
THE GALLUP POLL 
Low TarirF BACKERS CONTINUE TO PREVAIL 
(By George Gallup, Director, American Institute of Public Opinion) 


PRINCETON, N. J., January 7,—With President Eisenhower’s program to 
liberalize United States foreign trade likely to be supported by Democrats in 
Congress and opposed by many Republicans, interest focuses on how rank-and- 
file party members across the country stand on the tariff question today. 

Obviously, on an issue as complicated as that of tariffs, a large segment of 
the population has no opinion. From among those with opinions, however, in the 
latest institute survey, two important facts come to light: 

1. The weight of sentiment agrees with President Eisenhower that tariffs 
should be lower than they are at present. 

2. While the traditional Republican point of view has been to favor high tariff 
barriers, rank-and-file GOP members today are on the side of lower tariffs, at 
least in principle. 
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3. Although low-tariff sentiment still prevails, there has been a marked increase 
of those favoring high tariff during the past year. 

Repeated institute surveys over the last two decades have shown that the low- 
tariff school has been more popular than the high one with the public. 

Today’s first question, put to a representative cross section of voters, sought 
to determine how many voters were familiar with the tariff issue: 

“Some people say that our present tariffs should be increased. Other people 
say that the United States should establish freer trade with other countries by 
lowering tariffs. Have you heard or read anything about this?” 

Interest in the tariff issue has increased over the last year, as the following 
table, based on a comparison between today’s results and those of a survey in 
February 1954 shows: 


Today February 1954 


Percent Percent 
; See oe eRe tree eee ahnse Setren 52 45 
pee. we Wewcusidbdecduc ss ccce SERIES Sse R repeated 48 55 





The next question, put to those who said they had followed the tariff 
discussions : 


“By and large, do you favor higher or lower tariffs than we have at present?” 
The results, again compared with those of last year: 


Informed voters 


Today waaay, 
Percent Percent 
Higher tariffs_ abba tile chstccudel sbadbmedkee ads heseedewies sce 1 
a eee oabiiwn ddaLuce ciceshaustunnetd wean Meieeasaee eee 42 40 
Be NOT ooo co ncrebn ut ~ yards penne teeamsbeth sda bans eaeareie ae eae 22 27 
PuCeeenes oa i hl ih tS Rl Se a eta 10 v7 
POG... 2.2 kn nen sntoaecackcucbavabuntcksabcbeebadcdainness bapa 100 100 


An interesting fact in today’s survey is that among rank-and-file Republicans 
who want to see a change in existing tariffs, sentiment is on the side of lowering 
them by a ratio of 5 to 4. About 3 out of 10 GOP members favor no change in 
present tariffs. 

Today’s vote by party affiliation: 


Republican | Democrat | Independent 





Percent Percent Percent 
ROE nn. 0 ncn tssthinsbnendnecishs tbadel el stnadaks 27 24 
DMO loin cttn sinks csc cde n Severe acckse edad bageeaee 34 50 41 
TIDE, cnnnepbesns=h0<ccksemegnkebeccess e+e iehe eesti 29 19 17 
POI a ccaoncokunscdneanan el caunenn piace de pEepenttnnee 10 7 14 
TOI ono ie cnn n chek Laebubcbek std een bdent See 100 100 100 





Another interesting aspect of the survey is that among informed voters who 
have attended college, 52 percent would lower tariffs, while only 20 percent 
would increase them. Another 19 percent would keep them as they are and the 
remaining 9 percent expressed no opinion. 

Institute surveys have found since 1935 that a majority of the public would 
go along with reciprocal trade treaties. 

A survey reported in June 1953 showed that among those with opinions on the 
issue, there was a 5 to 1 ratio in favor of continuing the existing reciprocal 
trade agreements at that time. 

Advance reports indicate that President Eisenhower will ask Congress for a 3- 


year extension of the Reciprocal Trade Act and for further authority to reduce 
tariffs under it. 
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Mr. Mus. Mr. Singer, you appear as the spokesman for the Man- 
ufacturing Chemists’ jiation 

Mr. Stncer. That is correct. 

Mr. Mus. Who is the president of your organization ? 

Mr. Sincer. The president of our organization is Mr. William 
Foster. 

Mr. Mus. Is that Mr. William C. Foster? 

Mr. Srncer. Excuse me, sir. I think so. It is Mr. Foster. 

Mr. Mutts. Is he the same Mr. William C. Foster who is a member 
of the CED? 

Mr. Srncer. Yes, sir. 

Mr. Mus. Did he concur in your statement that you have just 
given the committee? 

Mr. Stncer. No, sir. 

Mr. Miuus. Did he know about it? 

Mr. Srncer. Yes, sir. He congratulated me on making a distin- 
guished presentation. I do not know how to take that, sir. 

Mr. Mus. I am a little confused as to his position. 

Mr. Srncer. No, sir. 

Mr. Mitxs. A few days ago, for your information, Mr. Howard C. 
Peterson, president of the Fidelity Trust Co. of Philadelphia, Phil- 
adelphia, Pa., who is chairman of the subcommittee on international 
economic policy and a member of the research and policy committee 
of the CED, advised this committee that of the 38 members of his 
committee on research and policy only two, namely, a Mr. Biggers 
and a Mr. Kanzler, objected to his statement read to the committee 
endorsing a continuation of reciprocal trade-agreements program 
and H. R.1. He said that every member of his committee, the 38 
members, had seen the statement, concurred in the statement, with 
the exception of Mr. Biggers and Mr. Kanzler, and Mr. Curtice of 
General Motors, who was out of the country. By inference, I assume 
from what he had said that Mr. William C. Foster had seen the state- 
ment and had concurred in it. I do not know what Mr. Foster’s posi- 
tion is. Now he has concurred in Mr. Peterson’s statement, endors- 
ing a continuation of the program. He has congratulated you upon 
the magnificence of your statement in opposition to it. 

Mr. Srncer. Only its form, sir. 

Mr. Mrr1s. Is there a split somewhere up and down the middle of 
your organization or not? 

Mr. Srneer. No, sir. I think it is not as bad as you would indicate. 
The fact is, sir, that Mr. Foster has been a trustee of the CED, I 
think, for the past 12 years. He is there in his own right. Until 
this year’s publications, he always appeared as Mr. William C. Foster, 
Washington, D. C. This year his title as president of the MCA was 
put in there. The only comment I could make, sir, is that if Mr. 
Foster had watched things terribly closely he would have made a 
note to the fact that he was appearing and had worked on that com- 
mittee as a private individual. He does not represent the MCA on 
that committee at all, sir. 

Mr. Miuus. As a private individual, he may have one view, but as 
president of this organization another view? Is that the conclusion 
you want me to reach? 

Mr. Srncer. That happens in our democratic life, sir. He is onl 
a president, sir. He is not the chairman of the board nor the board. 
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Mr. Mitts. It puts the members of a committee of Congress in 
somewhat of a confused situation as to a man’s position if he appears 
in one light as a private citizen and in another light as the president 
of an organization. 

Mr. Srncer. There have been some good films on that and stories. 
May I say, sir, that this presentation I have given to you has been 
approved by the executive committee of the board of the association, 
and I have been definitely charged to deliver it to you, sir. 

Mr. Mixts. I do not question you at all, and neither do I question 
Mr. Peterson’s statement, but I am a little confused as to Mr. Foster’s 
position, 

Mr. Srncer. Sir, if he was not in New York, you might be able to 
ask him. He is making a very important speech today. 

Mr. Mitts. Sometimes we might have coufictiia positions on facts 
here and at another locality, but I do not think we should ever have 
conflicting positions on a matter of principle, when there is one 
principle involved, and I am sure you agree. Do you suppose. he 
was just misled or led astray by this CED? 

Mr. Srncer. I have no comment on that, sir. I think with the 
same set of facts it is possible to have different opinions. Those are 
conclusions, 

Mr. Mixts. Do you think it is possible to have diametrically opposed 
views in one instance compared to another on a matter of principle 
such as this? 

Mr. Srncer. I think it is very complicated for one’s soul, Mr. Mills; 
I agree. 

Mr. Miits. I am not asking you to present a defense for Mr. Foster. 
He needs no defense here. I am only trying to find his position. 

The Cuarrman. Are there any. other questions? 

If not, we thank you for your appearance and the information you 
have given the committee. 

The committee will now stand in recess until 2 o’clock. 

(Whereupon, at 12:13 p. m., the committee recessed, to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION 


The hearing was resumed at 2 p. m. 

The Cuarrman. The committee will be in order. 

Mr. Reed is recognized. 

Mr. Reep. Mr. Chairman, I ask unanimous consent to have inserted 
in the record immediately following the testimony yesterday of the 
representatives of the pottery industry, a telegram from Mr. N. E. 
Phillips, of the Olean Tile Co., of Olean, N. Y. 

The Cuamman. Without objection, so ordered. 

(The telegram was inserted at the point requested by Mr. Reed and 
appears on p. 1049.) 

The Cuarrman. The next witness appearing on the calendar is Mr. 
Calvin Campbell, vice president and general counsel, Dow Chemical 


30. 
Mr. Campbell, please give your name, address, and the capacity in 
which you appear. 
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STATEMENT OF CALVIN CAMPBELL, VICE PRESIDENT AND 
GENERAL COUNSEL, THE DOW CHEMICAL CO. 


Mr. Campsety. I am Calvin Campbell, vice president and general 
counsel, a director and secretary of the Dow Chemical Co. I have 
with me, Mr, Lloyd, our chief statistician ; Dr. Boundy, a vice president 
and director of our company, and head of our research department ; 
Mr. Gillespie, assistant to the president ; Dr. Grebe, director of nuclear 
research; and Mr. Weitsel, of our Washington office. They are not 
going to testify, Mr. Chairman. 

Mr. Chairman and members of the committee, we appear here rather 
reluctantly today for the reason that we recognize the fact that the 
President and the administration have as their objective the increase 
in world trade, and of course we have no objection to that objective. 
By the same token, we recognize in full measure, the fact that the 
administration wants world barriers to trade broken down, and we are 
very sympathetic with that; on the other hand, we are appearing here 
today for the reason that we think this Congress should not adopt as a 
national pore something that is going to reduce or lower our tariffs. 
We say this for the reason that we think it is a hazard to most indus- 
tries, and, at the same time, it is a particular peril to the chemical 
industry. 

Now, if H. R. 1 were a different type of bill, were it a bill to pro- 
vide study by a joint industrial or congressional committee which 
looked into the many products that are involved, looked into the 
employment aspects, national defense, and the economic considera- 
tions that go along with it, I think that we might adopt a different 
attitude than we are today. On the other hand, the way we look at 
this thing is that in place of a two-way street, this H. R. 1, 
is distinctly a one-way street. 

At the present time the European chemical industry is freely at 
will to bring imports into this country and primarily that is because 
of the fact that their wages are so low, wages that if they were in 
this country it would be illegal, and I notice from the newspaper ac- 
counts and what not, that the administration is proposing to ask for 
an increase in the minimum-wage law. We think that is a good thing. 
but, at the same time, we think it is sort of an anomalous situation 
when the administration is going to ask for an increase in the mini- 
mum-wage law and yet at the same time is coming along and asking 
for a reduction in the tariffs, so that the American workman can be 
exposed to this foreign competition. 

do not think that many of the people in the United States real- 
ize how really low the foreign wages are. At the Dow Chemical Co., 
our average paid rate per hour, including the fringe benefits, is $2.60 
an hour. We had a study made some time ago of what the compa- 
rable rates were over in Kurope, and we found that in France es 
were 78 cents an hour, in Switzerland 76, over in Germany 64 cents 
an hour, England was 52, over in Italy they were somewhere in that 
neighborhood, and in Holland 45, and then in Japan they were 19 
cents an hour. In other words, what it gets down to is the fact that 
we are here competing with wage rates in France and Switzerland of 
about 30 percent of the Dow Chemical rate, England and Germany 
around 25 percent, over in Italy 20 percent, and when you get over to 
Japan it is only around 7 or 8 percent. 
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The Cuarrman. Would you permit an inquiry for information? 
What is your rate? 

Mr. Campsetu. Yes; Mr. Chairman, $2.60 an hour, the average paid 
rate of the Dow Chemical Co. 

The Cuamman. You and other witnesses here have mentioned the 
increase in the minimum wage. How would that have anything to do 
with you when you are already paying above that. 

Mr. Campsety. It would not, Mr. Chairman, so that is why we are 
for it. 

The Cuarman. I am not sure why you bring it in here. You and 
several others have talked about an increase in minimum wage, and 
you say you are already paying above the increased minimum wage, 
so I do not quite see how that sheds any light on it, as far as your 
business is concerned. 

Mr. Campsetu. Only to this extent; that it is rather an anomalous 
position for the administration to adopt. 

Well, at the present time these foreign chemical producers have 
excellent plants. As a matter of fact, the plants over in Western 
Europe have been rebuilt since World War II, largely with funds from 
America. These plants have the latest know-how and processes that 
they could atltshy have. So, at the present time, because of two 


facts; namely, the low-wage rates and because of the fact that they 
are in excellent condition with respect to the processes and know-how, 
they are able to bring chemicals into this country at times actually 
below our cost of production. On top of that is the fact that these 
plants over there have the latest chemical technology and know-how. 
‘We, at Dow, as well as, I guess, the rest of the chemical industry, 


rather pride ourselves on the research that we put into our products, 
but I should like to point out that the Badische Chemical Co. at Lud- 
wigshafen, Germany, which is the largest former I. G. Farben plant, 
its sales are probably about one-half of what the annual Dow Chemical 
sales are, and yet at the same time they have twice the number of 
people in the research work as compared to the Dow Chemical Co., and 
we have somewhere around 1,400 in our own plant. 

One other point before I move on to the next one with respect to 
the wage rates why we feel that it is so important when we say that 
they ran anywhere from 7 to 30 percent of our average rate is the 
fact that we have made calculations to the effect that at least 75 
percent of the cost of our product is labor, and I, myself, have gone 
through calculations which bring it up to 85 percent. But, anyway, 
I think you can rough it off at 75 percent of the cost of our chemicals 
that can directly relate back to labor and we are competing with labor 
rates from 7 to 30 percent of what we have. 

Now, on top of that, with respect to the research that we are doing, 
we kind of think we are pretty good, but at the same time, I want 
to point out that since the early 1930’s we have been into the thermo- 
plastic field of our business, and yet just at the end of last year we 
had to go over to England and buy a process for producing poly- 
ethylene. Maybe you do not know what polyethylene is, but anyway 
it is the squeeze type of bottle that you buy in your drugstore. You 
can squeeze that stuff out; that is Tyeth lene. 

We had to fo over and spend t supa of dollars to get a process 
over there. Just last week, we signed up with a German scientist, 
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after looking over his process, having sent a team over there to study 
it, we signed up this German scientist to disclose to us and give us 
rights in the United States on a new type of polyethylene. 

We are not alone in that, there have been 4 or 5 other chemical 
companies doing the same thing. So we do not have all the brains 
in the world. 

I hate to think of what might happen if these imports come in, 
but we reluctantly have to realize that the probable effect will be 
this: That the American chemical companies will take their know- 
how, will take their American capital, and with the blessing of the 
United States Government to go abroad will build their plants over 
there and with the cheap labor that they get over there, can bring the 
product into this country and the net effect is that the American 
workman is going to be thrown out of a job. 

On top of that, the administration is proposing certain tax advan- 
tages for investment abroad. Again, I say that the two things are a 
little inconsistent with respect also to our average hourly rate. 

I believe that with respect to the tax advantages for investment 
abroad, I think that that probably is oe on two conditions. 

First, if the plants are built over there to take care of a market 
abroad or to take care of a market over there that is not being 
sufficiently supplied at present, and if the tariffs are sufficient to 
protect the American companies from coming in. If the Europeans 
or if the foreigners want to compete with us let them bring their 
capital over here and let them put up their own plant in this country, 
and then we can all compete together, and when we do that the 


chemical industry is not going to be afraid. 

I have been sort of talking in generalities here. I would like to get 
down to more specific things. e question is often raised: How are 
you, yourself, hurt on this thing? I would like to give you a few 
examples of how the Dow Chemical Co., and I am ea now for 

ed 


Dow alone, has been hurt. A chemical product called antipyrine— 
1 first thought when I heard it that it was against the Pyrene fire 
extinguisher but, actually, antipyrine is a chemical compound and 
it is used in fever control, particularly in the southern part of the 
United States. A couple of years ago we were making this product 
here and selling it not only here in the United States but also abroad 
in the export business. Well, along about that time, the German 
chemical industry came along and they took away from us our export 
market. The price at that time was about $2.50 a pound in the 
United States. 

The Germans started to bring this antipyrine into the country here 
at $1.98 a pound with the freight and duty all paid. Now, there are 
certain buyers from us that want to have two sources of supply, that 
do not want to depend entirely on a foreign source, so they kept on 
buying from us at $2.50 a pound, but because of the fact that the 
Germans were taking about 20 or 25 percent of our business away from 
us, our cost started to goup. As the production went down, our costs 
went up, and so we found ourselves selling at a loss this product. Just 
within the last 10 days, we raised the price to $3.50 a pound. Now, I 
do not know how long the American buyers are going to pay $3.50 a 
pound to owe a domestic source of supply. I just raise that as a 

uestion, but I do know that we cannot carry on a losing business in 
this particular thing. 
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Coal-tar chemicals are supposed to be, the experts on that were 
supposed to be the foreigners and particularly the Germans and we 
were supposed, to be over here in this country, the chemical industry, 
the aliphatic group of compounds, those made from petroleum. Well, 
I would like to give you an example now in the aliphatic field in which 
the Americans are supposed to be the top boys, how we are already 
under competition from abroad, and that is with respect to the 
product trichlorethylene. That is a metal degreasing chemical. It 
is also used for the extraction of animal and vegetable fats. The 
competition that we are getting from abroad now is coming from 
Italy. I do not know how long we are going to be able to keep in 
this business, but it certainly is beginning to be felt, and it is beginning 
to be felt quite severely. 

Mr. Queeny, I got in on the end of his testimony here, and he men- 
tioned polyvinyl chloride. Polyvinyl chloride is a form of plastic 
used on seat covers but that is coming in from abroad; that is sup- 
posed to be a product that we are supposed to have an advantage, and 
yet at the same time it is coming in cheaper than what we are now 
selling it for in this country. 

I have given examples of the direct competition that we have had. 
I would like to touch on a couple of what I call the indirect com- 
petition. A product called diethyl malonate is a product that we 
make for use in the preparation of the barbiturates or sleeping com- 
pound products. The ema are very expert in the barbiturates, 
and they have been bringing those things recently into this country, 
and as a consequence the diethyl malonate used in the preparation of 
those compounds we have been losing already about 25 percent of the 
business. Monosodium glutamate is another example of an indirect 
competition. Monosodium glutamate is made from the gluten of 
wheat flour and that is used in several food products. Well, mono- 
sodium glutamate is coming in from abroad, we do not make that, 
but we do make huge quantities of hydrochloric acid and caustic soda 
used to make this product, and as a result of hydrochloric acid and 
caustic soda, the cost is going down. 

Another one is sodium trichloroacetic acid; that is manufactured 
by us in large quantities for use as a weedkiller. Now, these par- 
ticular grass or weedkillers are used in areas where you grow sugar- 
cane, sugar beets, and flax. There were four producers in this country 
of this product, sodium trichloroacetic acid, and the price is around 
32 cents a pound. Well, the product started coming in from abroad 
at anywhere from 19 to 21 cents a pound. In place of the four people 
in business that there were, one has already been driven out of business 
because of the fact that they could not stand that price. 

Now, I would like to move a little bit to the levels of operation that 
our company has as compared to the foreigners. 

The German chemical industry probably is operating, as you may 
know, about 200 percent of what it was before the war. The Dow 
Chemical Co. today is operating around 70 percent of its capacity, 
and that is pretty close to the other chemical companies. In other 
words, they are going full blown over there and we are only operating 
at 70 percent. 


I want to give one example with respect to what happened at the 
time of the Korean incident. At the time the Defense Production 
Authority requested the chemical industry to go ahead and expand, 
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and we did along with the others. In fact, we have certificates of 
necessity of well over $300 million, but one of the products that we 
expanded on and a very important one was aniline. Now, aniline is 
used in the manufacture of dyes, of various intermediates, of explo- 
sives, of medicinals and rubber, and one of the new uses today is the 
military testing of it as a rocket fuel. We went ahead and expanded 
our production capacity on aniline, but today we are operating our 
aniline facilities only 50 percent of capacity because of the fact that 
aniline is coming in from abroad. 

Now, all of this adds up to what I think is this: That this matter 
of a reduction or elimination of tariffs is something which I think 
the Congress should take a good look-see before they go ahead and 
do anything. We have already felt the effects of it, but nobody knows 
what is going to be the result after these foreign companies are able 
to expand their facilities still further, not only to take care of their 
domestic market but also to export material into this country. 

In closing, I think that the Congress should take a lot of deliberation 
with respect to the effect that it is going to have on the American 
workmen here. I am very happy to state, because I know you gentle- 
men got a wire from our local union up there—incidentally, it is the 
largest local United Mine Workers in the United States—and they 
can see the effect of it up there and they have gone on record urging 
you gentlemen to not go ahead with H. R. 1. 

Thank you. 

The Cuamman. Does that complete your statement ? 

Mr. CaMpBe.u. It does, sir. 

The CHarrMan. We appreciate your appearance and the informa- 
tion given the committee. 

Are there any questions ? 

Mr. Mills, of Arkansas, will inquire. 

Mr. Mus. Mr. Campbell, first, did you desire that your full state- 
ment be included in the record ? 

; Mr. Camppet.. Yes; if you please. I digressed quite considerably 
rom it. 

The Cuarmrman. Without objection, so ordered. 

(The statement is as follows :) 


STATEMENT OF THE Dow CHEMICAL Co. 


The Dow Chemical Co. is appearing here today reluctantly, in one sense, for 
we do appreciate in fuil measure the objective of the President and the admin- 
istration to increase world trade and we do not oppose that objective. We know 
that many barriers have hampered world trade and we fully subscribe to reduc- 
tion of those barriers. We must, however, question and oppose the policy of 
the administration in the implementation of that objective and we ask our Con- 
gress to oppose adoption of a national policy to reduce and eliminate tariffs. 
This proposed policy, in our judgment, is fraught with hazard to most industries 
of our Nation and we know it to be perilous to the chemical industry. 

We might feel differently if H. R. 1 were a bill which called for a study by 
competent industrial and governmental committees of the many products imported 
to our markets, and the vital questions of employment effects, national defense 
and other economic considerations were selectively taken into account. If this 
were such a bill, in many instances reductions could be justified, in other in- 
stances it might be found that our tariffs are already too low. Such a bill would 
be a sane, fair, middle-of-the-road approach. H. R. 1 unfortunately does not 
regard economic effects, nor national defense, nor does it allow for a two-way 
street. 
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At present tariff levels, the European chemical producers are able to enter 
the United States market almost at will. Their costs of production are low 
enough to permit them to undersell American producers now. This is true 
primarily because European industry pays wages so long that if paid in this 
eountry they would be illegal even with the present minimum wage law. The 
administration is asking for an increase in the minimum wage. We agree 
with the administration on this score, but we point out that it is inconsistent 
to propose an increase in minimum wage rates on one hand and then, on the 
other hand, to lower tariffs so as to expose American workers to increased 
competition from low foreign wages. 

The labor rate differential is larger than most people realize. A comparison 
of the wage rates paid by our company with those paid by foreign chemical 
producers shows the magnitude of the differential. Late in 1953 the average 
wage rate paid by Dow to hourly employees, including fringe benefits, was 
about $2.60 per hour. A study made at that time of the average wage rates 
paid by chemical producers in key countries showed the following: 


, fer hour Per hour 
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Thus, Switzerland and France pay wage rates about 30 percent, Germany 
and England about 25 percent, Italy about 20 percent and Japan less than 10 
percent of ours. We regret that we do not have the rates of more recent 
months, but we doubt if there has been any material change in the relative 
proportions during the past year. 

In contrast to their wage rates, foreign chemical producers generally have 
excellent plants. They have rebuilt their facilities since World War II largely 
with dollars from our foreign-aid program. At first, plants were built to sup- 
ply their home market and then they began to expand for export. In this, they 
are making rapid strides; the German chemical industry, for example, is now 
about 200 percent of prewar capacity, but they have not yet had time to expand 
to really sizable exports. Their costs give them ample incentive for rapid 
expansion of capacity to supply the export markets of the world, including the 
United States. These postwar chemical plants are modern. They are engi- 
neered with the latest processes and know-how and, in many instances, are fully 
as efficient as American chemical plants. As a consequence, when one considers 
both the wage rates and the efficiency of the chemical industry in Europe, it is 
evident that they can pay present rates of duty and profitably sell in the American 
market at selling prices, in many instances, below American costs of production. 

Moreover, the Europeans are not backward or lacking in chemical technology 
and research. They have fine research laboratories, well staffed with competent 
men. They are putting a larger fraction of their sales dollars into research 
than are American chemical companies. We at Dow are proud of our record of 
being outstanding among American companies in the degree to which we support 
research, but the Badische Anilin und Soda Fabrik Co. at Ludwigshafen, Ger- 
many, with sales about half of ours have almost twice as many people in research 
as we do. 

There is ample evidence that European science and technology are not lagging. 
Dow has been very active in research and development in the field of thermo- 
plastics since the early 1930’s. Nevertheless, in order to become established in 
production of polyethylene, one of the larger, most promising plastics today, Dow 
has had to purchase processes and know-how first from a British company and 
subsequently from a German scientist. 

While we believe that for many manufacturing industries the same thing 
could be said, we know that Americans have no significant advantage over the 
Europeans in chemical science and technology. If tariff barriers are removed, 
certainly further competition will develop from abroad. Plant by plant, indus- 
try by industry, will be forced out of business. Business will fight back. How 
will it be done? It is repugnant to think of what will happen, but we foresee 
that when a plant closes down in America, it can be rebuilt abroad with our 
Government’s blessing, American capital, know-how and the advantages of cheap 
labor abroad. In addition, the administration has suggested a tax advantage 
will be asked later this session for industry that may be placed abroad. This 
is a transplantation of American industry to Europe. Without these industries, 
America’s buying power will be diminished. Its great market will be gone and 
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Germany or England or some other country will become the great industrial 
power that America now is. 

This situation can be avoided if tariffs are maintained to protect our markets 
and the tax benefits and other benefits, inherent or granted abroad will then be 
limited to investments which supply markets with goods not now produced or 
will supply goods which will benefit the nations in the area where the investment 
is made without serious effects on our own markets and industries. 

Direct competition of chemical imports affects American producers in two 
ways. First of all, they fill part of the demand for chemicals and thus reduce 
the market for American producers. Dow has had firsthand experience of loss 
of market from imports. A few examples will indicate this. During and since 
World War II we have supplied antipyrine both in export and the domestic 
market. Antipyrine is a coal tar chemical used to make an important drug for 
fever control, particularly in the southern part of the country. 

A couple of years ago German exports of antipyrine captured our export 
business on this product. Next they began exporting to the United States. Our 
American price on antipyrine was $2.50 per pound. German suppliers offered 
it in the American market, freight and duty paid, at $1.98 per pound and, of 
course, captured a sizable portion of the market. Up to now, American cus- 
tomers have continued to buy part of their needs from Dow to avoid becoming 
dependent solely on imports. But because of our reduced demand and production, 
costs have risen considerably above our $2.50 price. Since we cannot sell in- 
definitely at a loss, we have been compelled by circumstances to raise the price 
to $3.50 within recent days. If domestic buyers want to continue having an 
American source of supply of antipyrine, they will have to pay this new price. 
It may well be that they will consider the price differential too great and that 
imports will take over the entire market. 

The coal tar branch of the chemical industry originated in Europe and Buro- 
pean producers have remained effective competitors through the years. By con- 
trast, the aliphatic branch of the chemical industry based on petroleum as a raw 
material has had greatest attention and growth in the United States. There 
seems to be a general impression that American producers of these chemicals 
from petroleum are far ahead of foreign producers and can compete without 
tariffs. Such is not the case, however, for we are faced with import competition 
which is underselling us even in this branch of chemicals. For example trichlo- 
roethylene which is used for metal degreasing and as a solvent in the extraction 
of vegetable and animal oils has been imported from Italy and offered to our 
customers well below American prices. Polyvinyl chloride is another example. 
This is the plastic used for seat coverings, apparel, household products, and 
industrial applications. Our experience indicates that even the petrochemicals 
which Dow and other American producers make in such large quantities are 
even now faced with import competition. 

Not only do our products face direct import competition, but also indirect 
import competition. For example, we have sold diethyl malonate to customers 
who make barbiturates. The barbiturates are complex chemicals used in sleep- 
ing tablets. German barbiturates have substantially taken over the market 
and consequently our sales of diethyl malonate are only 20 to 25 percent of what 
they were 2 years ago. Imports of monosodium glutamate are another example of 
indirect competition. This material is made from the gluten of wheat flour and 
is used in food preparations. American producers of the sodium glutamate use 
chemicals such as hydrochloric acid and caustic soda in their production proc- 
esses. American producers have lost a sizable portion of their market to im- 
ports and so have reduced purchases of chemicals from Dow. 

Secondly, foreign imports not only reduce the market for our products, but 
are generally offered at lower prices and we are frequently compelled to sell at 
reduced prices to maintain even part of the market and thus squeeze profit 
margins to a point where American producers can easily be forced out of produc- 
tion. An example is sodium trichloroacetic acid, which is used primarily as a 
grass killer in areas growing sugar cane, sugar beets, flax, etc. There were 4 
domestic producers of this product who were selling to distributors at about 
32 cents per pound. Quantities of imported sodium trichloroacetic acid have been 
offered to American distributors, freight and duty paid, at from 19 to 21 cents 
per pound. Even though we reduced our small margin of profit to meet foreign 
competition, about 25 percent of the market in continental United States has 
been taken by imports. The price competition has been so severe that already one 
United States producer has discontinued production. This is a typical situation 
because wherever imports are offered at lower prices, domestic producers gen- 
erally have to meet them or face continually rising imports and loss of market. 
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It is very difficult to trace the exact ramifications of the indirect impact of 
imports on the chemical industry, but a comparison of levels of operation would 
indicate how effective imports are even now in competing in the American 
market. ° 

Even at the present high level of operation in our economy, the Dow Chemical 
Co.’s plants on the average are operating below 70 percent of capacity. This is 
not an isolated situation. Most American chemical plants and chemical com- 
panies are also operating well below plant capacity. At the same time imports 
of chemicals have been increasing rapidly—500 percent increase since 1948— 
and the European chemical industry is operating at full capacity now. Let us 
examine what this means in the way of our economic well-being and even our 
national defense. When Korean emergency developed in 1950, the Defense Pro- 
duction Authority determined that additional capacity was needed for most 
basic chemicals. Aniline is a good example of one of the many chemicals in 
which increased capacity was deemed necessary in the interest of national 
defense. The Dow Chemical Co. and other producers of aniline increased capac- 
ity to meet the estimated requirements. Today, aniline is being imported in 
spite of the fact that American producers of aniline are operating plants well 
below capacity. In Dow’s case, operations have recently been at less than 50 
percent of capacity. Aniline is a basic and important chemical intermediate 
used for making dyes, medicinals, explosives, and rubber. It is a potential rocket 
fuel under test by the military. There is not time to recount the many examples 
which could be offered, but this sort of situation currently shows that at present 
tariff rates foreign producers can, as we stated at the beginning, enter our mar- 
kets at will. 

As we have already stated, the European chemical manufacturers are now 
operating at capacity and hence are exporting to the United States as much as 
they wish now. They can and no doubt will increase their exports to us as soon 
as they can expand their capacity. Further tariff lowering at this time will give 
added incentive for chemical plant expansion in Germany, England, and Italy, 
and discourage expansion in the United States. 

We, therefore, submit that the reduction of tariffs by the United States has 
already gone too far. Until such time as the wage rates of the rest of the world 
reach levels comparable to ours we would be sacrificing American industry and 
American labor if we were to continue reducing our tariffs and giving our mar- 
kets over to foreign producers. Instead of increasing foreign standards of living, 
we would merely be reducing ours. We, therefore, urge that H. R. 1 be not 


enacted. 

Mr. Mitus. Mr. Campbell, let me see if I can understand your situa- 
tion a little better. I believe you said that about 75 percent of the cost 
in the chemical industry is labor? 

Mr. Campsetyi. That is what I said, Mr. Mills. 

Mr. Mutts. Then you point out that there is a wide difference be- 
tween the cost of labor in the United States and in Japan, Germany, 
and Switzerland, these countries from which chemicals may enter 
the United States. If labor is that much of a factor in determining 
the price of chemicals, the thought just occurred to me, or the ques- 
tion occurred to me, rather, how is it that Dow Chemical can produce 
anything in the way of chemicals for sale in the United States under 
those circumstances ? 

Mr. Campse.ty. Well, I think that the American chemical industry 
is noted for the fact that it is the so-called production line. We turn 
out epsom salts by the carload up there. e turn out hydrochloric 
acid the same way. I think the fact that there has been a tariff in 
the past has been very helpful. 

Incidentally, we made a calculation a year and a half ago in which 
we took a hypothetical case, which I want to point out I doubt it 
would ever exist, but anyway, by removing the entire tariff on all the 
goods that we sold, our figures showed that we would be operating 
at aloss. Now, I am not saying that that is what is going to happen, 
I say that that is a theoretical figure. We took all the tariffs off on 
the products that we sold and we came up with a loss, 
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Mr. Mitxs. Mr. Campbell, I just wondered if this could be a true 
situation; that the Dow Chemical Co., along with other chemical com- 
panies Mead in the United States can produce and sell not only 
in the United States but in foreign markets because it is not really 
the difference in the hourly wage rate that is important. It is the 
per unit cost of production that 1s important. 

Mr. Campsetw. I think Dr. Lloyd made a speech on that once, Mr. 
Mills, and I will ask him to answer that. 

Mr. Mixus. I will be glad to have some help on that. 

Dr. Lioyp. It is certainly true that it is the unit cost which is the 
final answer on this, and the unit cost is the summation of the labor 
rate times the labor efficiency. Now, the reason that the German 
chemical industry or the European chemical industry is not importing 
more into the United States today is not because our labor or our 
efficiency is so high that our unit costs are below theirs, it is because 
they are operating at capacity. It takes from 2 to 3 years to operate 
at capacity to get the plants arranged, the buildings built and the 
equipment built and installed so that it will take some time before 
they will be able to turn out more chemicals. The indications that 
we have from the competition we are meeting now indicates that as 
fast as they build more capacity they will be able to enter our market 
and sell it in most cases below our cost of production. 

Mr. Mus. In other words, your studies indicate that their per 
unit cost in this new production will be so much less than the per 
unit cost in the United States that they will be able to enter the 
American market with these new products or these newly manufac- 
tured products in spite of the present tariff ? 

Dr. Luioyp. Yes, sir. 

Mr. Miris. That is the conclusion you reach from your study. 
It is not so much, then, the existing situation which you fear, it is 
what you see under construction for future production that you fear? 

Dr. Luoyp. Yes. You see, since 1948 and of course many of the 
plants, chemical and other plants in Europe were bombed out and 
worn out during the war and they began to rebuild after the war so 
that for the first few years there was no significant production there 
even to meet their own needs let alone export. But since 1948, chem- 
ical imports from European countries primarily into the United 
States have increased 500 percent, whereas exports have maintained 
substantially constant during that period. It is the future, the trend, 
that we are concerned about and the future which we face particularly 
if tariffs are lowered any further. 

Mr. Mus. Let me ask you, then, Dr. Lloyd or Mr. Campbell, one 
of you gentlemen, each time we have had before this committee 
the question of extending the reciprocal trade agreements program, 
since 1942 at least, I know personally that is the situation. We 
have had representatives of industrial groups appear before the 
committee opposing an extension of the program because of some 
prospective threat that they could see developing or arising somewhere 
in the world which they felt would result in serious injury in the future 
to the American industry which they represented. 

Now, I think the chemical industry has generally opposed the recip- 
rocal trade agreement program in testimony before this committee, 
and in the past I have asked questions, I think the record will reflect 
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it, to show that it was a prospective or future threat that then worried 
the people in the industry. Now, is the threat that you see ahead of 
us today a greater threat than the threat that you could see ahead of 
us in 1951 or in 1945 or in 1949 or on some other occasion in the past 
when the program has been extended ? 

Mr. Campsetu. I think the threat is greater today because of the 
trend that is going in this country, the apparent trend. For instance, 
this is No. 1 bill on the calendar for the administration to put through. 

Mr. Muius. If it were No. 2, it would not be so bad? 

Mr. Campsett. Probably not, Mr. Mills. 

Mr. Mus. I see. 

Mr. Campsetu. I would like to point out this, that we in Dow think 
if a study were made on a product by product basis, there would be 
a good number of chemicals that could have the tariff lowered. By 
the same token, there would probably be an equal number where the 
tariff should go up: But when you use a meat ax approach to this 
thing, we do not think it is right. You ought to use a carving knife 
and maybe add at times to some product. 

Mr. Mus. In other words, you would have enlarged the responsi- 
bility of the Randall committee to have made a detailed study of each 
item that might have been justifiably subject to tariff protection ? 

Mr. Campsetu. I think that is the way to approach it from a study 
of product by product. 

Mr. Mus. You are not confident that the present procedures, in- 
cluding the studies of the Tariff Commission, can divulge those facts? 

Mr. Camepsety. I do not think that they have. Maybe the proce- 
dure is all right. I do not think it has worked out that way, Mr. 
Mills. 

Mr. Muius. In other words, you do not think it has worked out as 
it was intended by Congress, perhaps? 

Mr. Campsett. I think that is a correct statement of yours. 

Mr. Muus. Let me ask you, Mr. Campbell, if this is a true situation. 
I am merely seeking information trying to understand what the 
problem of the chemical industry is. I realize it is a very important 
industry, a very strategically important industry, to the United States. 
Is this the true situation that United States exports of chemicals and 
related products totaled approximately $737 million from January 
over to February in 1954 and that this was approximately $160 million 
greater than our rts of chemicals in the same period in 1953? 

Mr. Camesety. Mr. Mills, I do not know whether the figures are 
correct; I presume you are reading from something. I think Dr. 
Lloyd knows the statistics better than I. 

Mr. Mutts. I just want to know whether that is the true situation. 

Dr. Lioyp. I am sure I could not say offhand whether that is the 
omy on it or not. 

r. Mus. Is it approximately correct, in your opinion? 

Dr. Lion. I have not seen any 1954 figures and I have not totaled 

them up from February to February, so I do not know what the 


story 1s. 

Mr. Mirts. If this is the true situation, and I am led to believe that 
it is, does this indicate, in your opinion, that the chemical industry in 
the United States is a er strong contender, or at least a strong con- 


tender, in the foreign mar 


et despite these higher labor costs that Mr, 
Campbell alluded to? 
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Dr. Lioyp. In my opinion, Mr. Mills, what it indicates is this: that 
in the past 12 months, or the period you particularly mentioned there, 
American industry had slackened off a bit and the economy was not 
running at full blast, the chemical industry especially was not. Euro- 
pean industry was going full blast. The chemical plants in England 
and Germany were running 100 and 105 percent of rated capacity. 
Wherever there was any additional demand they could not take it, so, 
as a consequence, if there was not additional capacity in the foreign 
plants they turned to the United States plants who were not running 
at capacity and they filled the gap. It was not a price difference that 
accounted for that. 

Mr. Mus. We got the benefit of an unusual situation there! 

Dr. Luoyp. It is what in the industry would be called a spot 


delivery. 
ag Let me ask you if you have any information on this 
point. I understand that in the pene from January to September 
1954, United States imports of chemicals and related products 
amounted to about $194 million or roughly 26 percent of the value 
of our chemical exports. 

Dr. Lioyp. I am well aware that there is : a lot more exports. 
} assume your figures are about correct there, I do not know the details 


on that. Iam sure there are more exports than imports. 
Mr. Muus. That is a healthy situation, is it not, from the viewpoint 
of your industry to be able to export so much more than we import? 
Dr. Lioyp. In my opinion, no. 
Mr. Miis. You do not think that is healthy ? 
Dr. Luoyp. No. I do no think that is sound either for a single 


industry in general or for the Nation as a whole. 

Mr. Mixts. You would rather we had imported more than we 
exported ? 

r. Luoyp. No, I would think it would be preferable that it be sub- 
stantially in balance. 

Mr. s. Substantially in balance. In other words, if we are 
to export $737 million worth of chemicals in this period I alluded to 
in 1954, we should have imported that many millions of dollars of 
chemicals ? 

Dr. Luoyp. If there is adequate tariff to protect the difference in 
labor costs of foreign producers with American producers we should 
meet them and will gladly meet them in the American market or any 
other market. 

Mr. CampseL_it. Our company has about 8 percent of its business in 
the exoprt business. We export about 8 percent of our sales. 

Mr. Mitts. You largely seek the domestic market, then. 

Mr. Campse. Correct. 

Mr. Mitis. You are not as concerned, then, about exports as some 
other individual chemical companies might be ? 

Mr. Campsetu. I think that is correct. 

Mr. Mirus. Let me ask you, Mr. Campbell, or your advisers on this 
point. You will recall that the President, in his message to the Con- 
gress, not only mentioned reciprocal trade agreements but he pointed 
out the desirability of permitting American investment abroad earn- 
ing profits to be taxed at a rate when returned to the United States 
14 points less than the going rate for American corporations on their 
profits in the United States. 
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Mr. Campseti. That is correct. 

Mr. Mitxs. Do you support that position ? 

Mr. Campsety. Yes, I ds. I mentioned it in my prepared statement 
here. The tax advantages, I think, are quite proper. We never are 
against anybody wanting to lower taxes, but at the same time I think 
those tax advantages on the investments abroad, investment should 
be for consumption abroad protected by adequate tariffs to prevent 
those materials coming into this country and competing with our own. 

Mr. Mirus. In other words, if we should create the situation the 
President requested in this respect you would say, if you were in our 
place, that the product of that foreign factory constructed through 
the use of American capital could not export goods to the United 
States ? 

Mr. Campset, No, sir. They could export goods to the United 
States if they pay the tariff. 

Mr. Mrits. I see. Let me ask you, then, if there would be this 
temptation on the part of your industry to expand your capacity over- 
seas rather than here in the United States? 

Mr. Campsett. I think a lot would depend on the climate in the 
United States. If it is going to be a situation that we cannot exist 
here without us taking our capital and our know-how and going 
abroad with the blessing of the United States Government and the 
tax advantages of the United States Government, I think that is the 
logical end result. 

Mr. Mis. If we induce you to go over there to obtain a tax ad- 
vantage and then reduce the tax over here and do not prohibit the 
shipment of goods back to the United States and labor costs remain 
lower over there, I think the people for whom you work would be 
somewhat concerned, do you not agree? 

Mr. Campse.t. I certainly think so. I think so and I think the 
people of this country should be examined by a mental institution if 
they are going to let the greatest industrial power, the greatest in- 
dustrial nation in the world today, become a second-class one. 

Mr. Mis. I assume you mean if this committee adopted the 14 
Sapte differential suggested by the President, it should be examined 

y psychiatrists? I should say not by psychiatrists but by people 
expert in mental diseases. 

Mr. Camppetu. Mr. Mills, I think we all should be examined if we 
should let our industrial power go and in place of being the first 
power in the world become a third-rate power. 

Mr. Mix1s. I am disappointed that the President has seen fit to 
recommend to the Congress a situation that many feel in all proba- 
bility would result in the transfer of American production from the 
United States overseas. I am sure you share that thought that it is 
to be regretted that he has seen fit to go that far. It is all right to 
talk about trade, and we are all interested in it. Some of us want 
to eat our cake and have it, too; that is only human, but when we offer 
inducements to factories to move from the United States overseas to 
obtain a tax advantage, I think we might as well expect them to do it. 

I would like to see us be able to produce in the United States and 
export abroad, not just export our capital abroad for the creation of 
goods that the export connie will seek. 

Do you agree with me on that? 
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Mr. Campset. I certainly do, and I would just like to add one thing. 
To induce American capital to go abroad with tax advantages, I thi 
that is all right if it takes care of a market that is not being taken 
care of abroad. 

Mr. Mus. I want to know if it is not possible for American busi- 
nessmen with all their ingenuity, which has been pretty well proven, 
to continue with the creation of things here without having to go 
overseas to take advantage of that market? Do we not have that 
ingenuity here still in the United States? We have generally had it. 

Mr. Campsety. I tried to point out that I do not think we have 
all the brains in the world, particularly in the chemical industry. 
I think there is a lot of brains abroad, and I also think when you 
work for 20 to 25 percent of what they do over there and, as Mr. 
Queeny said, the presidents work, they get down to the office at 7 a. m. 

Mr. Miius. If you will pardon this personal reference, I know Mr. 
Queeny, and I am led to believe through my knowledge of him and 
other people in the chemical industry, and the things that I see, that 
you export four times as much as you import; that there is nobody in 
the world who has more brains than the chemical industry in the 
United States. I applaud you for the successful operations you have 
had so far, and hope you may continue. 

That is all, Mr. Chairman. 

The Cuarrman. Any further questions? Mr. Reed of New York 
will inquire. 

Mr. Reep. I want to compliment you, sir, on your very informative 
statement. I want to ask if this is not true, although, of course, you 
are still a young man—— 

Mr. Campseiu. Thank you. 

Mr. Reep. Have you not had in the back of your mind what hap- 
pened when we tried to start the chemical industry in this country, the 
vast investment that was made in research and so forth, and the Ger- 
mans came in and wrecked the whole industry ? 

Mr. Camrsett. That is correct. 

Mr. Reep. And you do not want that to occur again. 

Mr. Camesett. I certainly hope it will not occur again. 

Mr. Reep. That is why you are here? 

Mr. Campset. Yes, sir. 

Mr. Reep. Thank you, Mr. Chairman. 

The Cuarrman. Any further questions? 

Mr. Jenkins will inquire. 

Mr. Jenkins. Since you and your group have been together, I have 
been thinking about the fact that you had at one time a very dear 
friend on this committee, Mr. Roy Woodruff, who sat for years between 
Mr. Reed and myself and, naturally, we would be much interested in 
hearing him say the many fine things about the Dow Chemical Co. I 
am very much interested in what you say with reference to the develop- 
ment and progress of the chemical companies because down in my 
section of southern Ohio, you no doubt are familiar with the situation 
there. Allied Chemical has three big plants right close to my home- 
town of Ironton, Ohio, and I do not know how much they have invested 


there, but the first plant they built, the one they call the Solvey plant, I 
suppose they would have four or five million dollars over there, and the 
Barrett plant across the street they have a million or so. At South 
Point, they took over the Government plant which cost the Govern- 
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ment $55 million. They no doubt have $100 million out in that big 
plant. Together they employ, I suppose, two or three thousand men 
and women and that industry is naturally akin to yours. As between 
Allied and Dow, I do not know which one is the larger. Iam glad to 
have your statement, and furthermore, while I have you men here I 
want to ask a personal question and you do not have to answer. 

Mr. Campse tt. I will try. 

Mr. Jenxins. I know you have already invested quite a sum of 
money in a good deal of land right below my hometown and I wonder 
when you are coming to build or whether this legislation is going 
to stop you from coming. 

Mr. Camppert. Mr. 5 enkins, I would like to attempt to answer it in 
this way. We are having a little difficulty with the pollution authori- 
ties down in that area and I think that is the big problem today. I 
think that may get ironed out, without any puns intended. 

Mr. Jenxrins. Thank you. 

The Cuarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Srmpson. I suspect, Mr. Campbell, you would be less likely to 
build in Ohio if we pass this bill than 1f we do not pass it ? 

Mr. Campsety. That is correct. 

Mr. Srmpson. Of course, if you are encouraged to do so and do send 
your money overseas and build a plant over there and then provide a 
market over here for the product of that plant, it is grossly inefficient 
from the standpoint of the American economy, we agree on that, do 
we not? 

Mr. Campsett. That is right. 

Mr. Srupson. Is it not just as inefficient and uneconomic to cut our 
tariffs, duties, to such an extent that we put Americans out of work? 

Mr. Campsety. I think that the American workman is the key to 
this whole thing. I sincerely feel that this bill here is going to hurt 
the American workman to such an extent, well, I do not know whether 
it is going to be a depression or not, but I say this, that the American 
workman—I am surprised that the unions other than the United Mine 
Workers cannot see it. 

Mr. Srwpson. Of course, where I live, there are many local unions 
not in the United Mine Workers, necessarily, that oppose this kind 
of legislation, and they are members of the CIO or the A. F. of L. 
But individually speaking for themselves, they register their oppo- 
sition. 

Mr. Campse.u. I was speaking of some of the larger ones, Mr. 
Simpson. 

Mr. Srpson. The larger ones have different conclusions when they 
come before us. I do not understand why, because I think in the long 
run it is extremely dangerous to our workmen here regardless of what 
union they may belong to. Now, many of those items that you men- 
tioned are included in the list for negotiation at Geneva next month. 

Mr. Campsety. Yes. 

Mr. Stupson. Surely, every one who manufactures those products 
must be concerned about further cuts and I know any further cut would 
still further jeopardize your business. 

Mr. Campsett. That is correct. We are very much concerned but 
we do not know what we can do. 

Dr. Luoyp. Mr. Simpson, there is another point there which might 
be well to mention at this time, and that is that if the customers of the 
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chemical industry lose their market through foreign imports, they 
cease to buy chemicals, and that ean be as bad for the chemical indus- 
try as to lose the business through direct chemical imports. 

Mr. Sumpson. That is the indirect damage you mentioned here! 

Dr. Luoyp. Yes. 

Mr. Suupson. Thank you. 

The Cuarrman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Mr. Campbell, I was somewhat intrigued with the fact 
that you brought in this floor under wages that the President has 
recommended so strongly, the minimum wage, and I was wondering if 
I could not get a clearer picture of why you brought it in on this bill 
when your rate of wages are so much higher. Now, let me ask you if 
this is a proper interpretation of it. This is my interpretation and I 
can readily see why it was brought in. If I, as a member of this 
committee and the Congress, vote to protect American labor against 
substandard wages by raising the rate from 75 to 90 cents, as I in all 
probability will, then I would be very, very inconsistent if I voted to 
take away part of the protection of that same laborer by subjecting 
him to competition with laborers across the ocean where every one of 
them are working under what we would call substandard wages and 
wages that would be illegal here. 

Were you not just trying to point out how inconsistent I would be 
if I would do that? 

Mr. Campse.tt, Mr. Mason, I wish that I had been able to express 
it as well as you did. I certainly agree with you. 

Mr. Mason. That is my So + tag and I think it is directly 
applicable to the passage of this bill. 

The CHarrman. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapiax. Mr. Campbell, when you introduced the colleagues 
who accompany you today, Mr. Mason called them your moral support, 
I thou ht 1 heard you introducing men who were in other divisions 
of the Dow Chemical Co. 

Mr. Campse.y. That is correct, sir. 

Mr. Saptax. Which divisions you have gone into either by choice 
or necessity. It strikes me that if there should eventuate what you 
foresee, a very serious injury to the chemical industry, and you should 
then utilize the machinery that is available of going to the Tariff 
Commission and putting forth your injury, the fact that you have 
other ramifications which may possibly be making money, that you 
would not get relief for the difficulties or the serious injury to the 
chemical business that might be overcome in the overall picture with 
your company. 

Mr. Campse.u. I think that is right, sir. For instance, Dr. Boundy 
is the head of our research, all of our research laboratories. He is 
vitally interested in this situation. We foresee something like this 
might happen in the event that these tariffs are reduced, and we get 
these imports. The first thing we will have to do is to reduce our 
prices. 

Finally, we are going to get down to the fact that we are not making 
as much and then the next fact is that Dr. Boundy here is not going 
to have the money to put into more research so that we can increase 
our standard of living. However, we will probably be the first one 
that will drop out. Then they will drop out with respect to any 
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expansion that we have because we just will not have the money. 
Maybe that is not a good answer to your statement. 

Mr. Sapiak. Very good. I am probably going along a little into 
the future, but I think we must project our Sukue that way. 

Mr. Campse.u. That is correct. 

Mr. Sapiak. Because if you can then justify the fact that your 
overall picture is making money but your main part which really 
started the Dow Chemical has been damaged and is going out of the 
picture, then why not take step No. 2 and do away with your research 
division or your atomic-energy division, take them out because the 
other two remaining parts are still making money. I think there 
might be some necessity of making provision in this particular bill to 
look after that situation. 

Dr. Luoyp. We feel that very keenly, Mr. Sadlak. In the chemical 
industry, and perhaps in most industries but it is acute in the chemistry 
industry, there is so much difference between products made. Seldom 
do you get an individual product off, you always get byproducts, and 
any large company plans to utilize and develop and sell these other 
products. If foreign competition knocks out one of these coproducts, 
then it means that the total cost must be borne by the other products, 
and as a consequence it becomes less competitive, and under the 
present conditions of the peril point the whole picture, the profits of 
the whole company must be taken into account and not for any indi- 
vidual division or product which makes it very difficult for the chemi- 
cal company to claim injury even though it might lose the total market 
and go out of business with a single product. 

The Cuarrman. Mr. Baker, of Tennessee, will inquire. 

Mr. Baxer. Mr. Campbell, this proposition of granting lower in- 
come tax treatment to the corporation on its operation abroad, has it 
been tested in the courts? 

Mr. Campsett. Not that I know of, Mr. Baker. It may have been, 
I am not familiar with it, sir. 

Mr. Baxer. What do you understand to be the economic justification 
for it? An American corporation is what I am talking about, but 
one which is abroad, manufactures the same product, ships it back in 
here and enjoys 14, 15, or 16 points less rate on taxes. 

Mr. Campsett. Well, the only thing I can say, as I look at it, it is a 
part of a broad picture of trying to build up the rest of the world. I 
am sympathetic with that objective. Actually, we have not been 
very much export minded. I personally think it is probably a good 
thing if it is to take care of those markets over there that are not 
being now supplied. 

Mr. Baxer. I gathered from your testimony in chief that if it is 
confined to foreign markets or sufficient tariff added to be competitive 
here. Do you see a constitutional question involved there under the 

ual protection of the laws provision of the United States Con- 
stitution ? 

Mr. Campsety. I am not prepared to answer that. I have not gone 
into that question, Mr. Baker, so I do not think I am qualified to 
answer. I am sorry. 

The Cuarrman. Mr. Curtis of Missouri will inquire. 
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Mr. Currts. I was very much impressed with the statement right 
at the beginning, the second paragraph, where you state: 

We might feel differently if H. R. 1 were a bill which called for a study by 
competent industrial and governmental committees of the many products im- 
ported to our markets, and the vital questions of employment effects, national 
defense, and other economic considerations were selectively taken into account. 

I am deeply renee by that, and it is a line of questioning that 
[ followed when the governmental witnesses were here, to try to find 
out what procedures had been set up in the various departments, such 
as Commerce, Labor, State, Treasury, and Defense, whereby industry 
and labor who wanted to present their point of view on their case or one 
of their products could have it presented. Now, that information will 
be made available for the record, but is not yet available. However, 
therein in my opinion lies almost the guts of this whole problem, as I 
see it. The executive department does have this Committee on Reci- 
procity that the executive witness testified to, which was set up by 
Executive order in 1949, but I was impressed with the fact that, ap- 
parently, it has not been modified since 1949, and I have been im- 
pressed, too, by the fact that many industries have come here, includ- 
ing labor, testifying that they do not feel they have a method of 
presenting their case. 

Now, one reason, I must say, historically in favor of the reciprocal 
trade formula that I see is the fact that Congress previously would 
try to write tariff laws and try to do the very things that you suggest. 
I think this detailed work has to be done by competent industrial and 
governmental committees. 

The argument was that Congress, due to various pressures, and so 
forth, was not in a position to really write the individual tariff laws. 
So we went to what I say was the other extreme and Congress simply 
gave all its authority practically to the Executive, and said, “Do it,” 
but we did not get into this detail of how the executive department 
is to do it. 

You suggest that if such a study, or this bill called for such a study 
by those committees that would take those things into account, such 
a bill would be a sane, fair, middle-of-the-road approach, and the more 
I listen to the testimony the more I am convinced that that is what 
the Congress is going to have to do in this thing if we are going to do 
an adequate job. 

Have you or your group given any thought to what legislative 
language or techniques we might set up or are you just suggesting 
generally ? 

Mr. Campset.. I think it is the latter, Mr. Curtis, for the reason 
that we have been so scared on H. R. 1, that we have been trying 
to oppose that rather than make a constructive exact program along 
the lines which you suggested, in which I heartily agree. 

Mr. Curtis. I am personally convinced, and this is a personal ob- 
servation, that the Congress is not in a position to write the tariff 
laws, as was done, detail by detail, in the past. 

Mr. Campsett. I think if the Tariff Commission were strengthened 
in some way, and I do not think the Congress should take up its time 
in a particular field, but give the Tariff Commission sufficient author- 
ity that when they do something it will be O. K., maybe something 
along that line. Although I am frank in saying I have not gone into 
it too deeply. 





1126 TRADE AGREEMENTS EXTENSION 


The Cuarmrman. We thank you for your appearance and the in- 
formation given the committee. 

Mr. Campsetu. Thank you very much. 

The Cuarrman. The Chair is advised that Mr. Bernard Ring has to 
catch a plane or a train, and the witnesses listed ahead of him have 
agreed that he may go ahead of them on the calendar. Is that correct? 

Is there any objection on the part of anybody to Mr. Ring being 
called now ? 

The Chair hears no objection. 

The next witness will be Mr. Bernard Ring, vice president and sales 
manager of the Kent Metal & Chemical Corp. 

I might state there is a rollcall on in the House and the Members 
will have to answer that call and return as promptly as they can. 
We will continue the hearing during this time. 

You are recognized, Mr. Sie, lease give your name, address, 
and the capacity in which you appear. 


STATEMENT OF BERNARD RING, VICE PRESIDENT AND SALES 
MANAGER, KENT METAL & CHEMICAL CORP. 


Mr. Rive. First of all, I would like to extend my thanks to you for 
the courtesy extended to me. 

Mr. Chairman, and gentlemen of the committee, my name is Bernard 
Ring. I am vice president and sales manager of the Kent Metal & 
Chemical Corp., located in the borough of Edgewater, State of New 
Jersey. 

The Kent Metal & Chemical Corp., founded in 1939, manufactures 
only flints for lighters and other sparking purposes which is listed as 
ferrocerium and all other cerium alloys under paragraph 302Q in 
the Tariff Act of 1930. With your kind permission I will refer to it 
only as flints. 

There are two producers of flints in the United States, namely, Kent 
Metal & Chemical Corp., of Edgewater, N. J., and New Process Metals 
Corp., of Newark, N. J. 

Other producers are located in Austria, Western Germany, France 
and England, and to the best of our knowledge there are no further 
producers anywhere in the free world. 

This fact became self-evident when the United States flint industry 
was called on to supply the free nations of the world with their neces- 
sary requirements of flints during World War II and the state of emer- 
gency up to and including 1951. The Kent Metal & Chemical Corp. 
was honored by being chosen the recipient of the coveted Army and 
Navy E award during World War II when the United States supplied 
large quantities of flints to England and Russia under lend-lease ar- 
rangements in order to maintain their standard of living when matches 
were unavailable. 

Large demands originated from the Armed Forces of the United 
States and the nations of the free world, particularly where climatic 
conditions make the use of lighters not only practical but almost 
mandatory. 

Again referring to the requirements of the Armed Forces, which 
had to supply otiehe and flints to our men and women stationed in 
subtropical and tropical countries, we believe that we can call ourselves 
an essential industry. 
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It was at that time that the men and women wearing the uniform 
of our Armed Forces found out that a cigarette lighter and the flint 
it requires was a necessity—not a luxury or a gimmick. Our large 
demands originated from the Armed Forces. 

Actually, this does not only apply to tropical countries but even to 
our own. The men in the armed services, after being out in the field 
on training, came back all perspiring and the matches in their pockets 
became sogey and wet. ‘They were not matches any more but some 
paper and phosphorus. So we feel that flint is important. 

‘lints as listed in the GATT Tariff Act of 1930 orginally carried 
an import duty of $2 per pound plus 25 percent ad valorem. This 
was amended in 1947 when the rate of import duty was reduced to $1 
per pound plus 12.5 percent ad valorem, the rate it still carries. 

It should be noted that prior to 1951 there were no imports of flints 
of any consequence into the United States. To substantiate this we 


are attaching a copy of the statistics showing the imports of flints 
from 1934 up to and including the month of August 1954. 
(Information referred to follows :) 
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History of imports—Schedule A No. 6250750, ferrocerium and other cerium alloys 
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1 It can be doubted that these are flints, because of extremely low valuation. 

2 Imported in rod form to be finished for reexport (see drawback procedure Smokers Export Corp., New 
York, N. Y.; Elizabeth, N. J.; and Belgo-Canadian Mfg. Co., Montreal, Canada). 

3 Antidumping procedure instituted in 1953 resulted in lower imports until after Sept. 28, 1954, when the 
Treasury Department ruled in favor of the importer. 
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You will note that prior to 1940 the quantities were very small, while 
beginning with 1951 Western Germany shipped to the United States 
considerable quantities. Although these quantities may appear small 
in volume, and in value, they are very important in their impact on 
the domestic sales price and still represent an important percentage 
of the total volume of flints consumed per year. 

Please realize, gentlemen, that as an industry our total volume can 
be counted in hundreds of thousands of dollars and not in millions of 
dollars. 

As an aside comment, I am honored being permitted to follow Dow 
Chemical. Compared to them we are very insignificant. 

On this volume two plants are being maintained and quite a few 
people find employment. Although the number of these people is 
insignificant, the skill and know-how that is invested in them must 
be maintained. 

Flints are not an item for which special-built equipment can be set 
up overnight and help can be trained on short notice. As insignifi- 
cant as the product might appear, it actually is a highly technical 

roduct. 
. As an industry our position is the following: Prior to World War 
II we were two small concerns supplying a limited domestic demand, 
selling a product which was needed and on which a fair return was 
made. 

From 1940 to 1951, we were constantly forced to increase our capac- 
ity, about two-thirds being exported. This picture changed in 1952 
when the European manufacturers were back in production. All ex- 
port markets were lost to us, the only export being shipments by the 
para producer through their parent company to a subsidiary in 
Canada. 

What we are facing now is competition from European producers 
which can manufacture under low labor costs, export to the United 
States, pay the import duties, add a profit and still sell at prices below 
our cost of production. 

Any further lowering of the present import duty on flints will make 
it impossible for the United States producers to continue operations. 

While in principle we feel that further lowering of tariffs might be 
advisable on an overall basis, we also believe that an indiscriminate 
lowering of tariffs might bring about elimination of small, essential 
industries without accomplishing anything worth while on the 
economy of the foreign producers. 

Actually, if the foreign producer were to supply the entire demand 
of the United States, it would, at the price at which they sell at the 
present time, amount to less than $200,000 per year. 

The European manufacturers of flints have enjoyed in the past and 
are again enjoying at present the enviable position of supplying ap- 
proximately 90 to 92 percent of the world’s requirements. Adding 
to that the remaining 8 to 10 percent that the United States market 
represents will certainly not assure a healthy economic position in the 
European countries, while on the other hand it will eliminate a stra- 
tegic industry in the United States and leave not only our country 
but also all other free nations at the mercy of those who will control 
the policies of Western Europe. 
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In view of these facts, we respectfully request that ferrocerium and 
all other cerium alloys as covered under paragraph 302 Q in the 
Tariff Act of 1930 be deleted from the items on which further tariff 
cuts are to be negotiated or considered. 

To protect our industry we filed in 1953 with the Bureau of Customs 
a request that antidumping procedure be instituted and were ad- 
vised by the Treasur DeghtHtgtitedt on September 28, 1954, that the 
ruling was made in favor of the importer. On December 29, 1954, 
we filed with the secretary of the United States Tariff Commission a 
request under escape-clause procedure that the original import duty 
as established in 1930 be reinstated. 

In summarizing, gentlemen, please let me state that although we 
are small in scope, we are to our belief strategic to the United States. 
We cannot compete under present import duties, will only have a 
chance of survival if the original duties of 1930 are reestablished, but 
definitely will be forced to discontinue production of flints if further 
tariff cuts are made. 

The CHatrmMan. Does that complete your statement? 

Mr. Rinc. That completes the statement. The only addition is the 
statistics which were attached to it. 

The Cuatrman. They have been included in the record. 

We thank you for your appearance and the information you have 
given the committee. 

Mr. Rrne. Thank you very much, Mr. Chairman and members of 
the committee. 

The Cuatrman. The next witness is Mr. Samual Lenher. Come 
forward, please, sir. 


Will you pe give your name, address, and the capacity in which 
you appear ? . 


STATEMENT OF SAMUEL LENHER, PRESIDENT, SYNTHETIC OR- 
GANIC CHEMICAL MANUFACTURERS ASSOCIATION, NEW YORK, 
N. Y. 


Mr. Lenuer. I am Samuel Lenher, president of the Synthetic Or- 
ganic Chemical Manufacturers Association, of 41 East 42d Street, 
New York, N. Y. 

We represent 92 chemical companies who produce organic chemicals 
in 248 plants located in 35 States. 

Our industry is the sector of the chemical manufacturing enter- 
prise in this country which is most vulnerable to import competition. 
Little more than 30 years ago, America had no organic chemical in- 
dustry. The shortage of key organic chemicals for explosives, dyes, 
medicinals, and industrial uses in World War I led to a determina- 
tion by the Government to see that a strong and flourishing industry 
was built. 

President Wilson sounded the keynote and the Congress drew up a 
tariff policy for synthetic organic chemicals to meet that need. 

Our association was formed in those troubled days, and it has 
patiently worked for the fulfillment of the objects of that tariff policy: 
to build a vigorous, expanding organic chemical industry whose 
growth through the years would protect the national security, 
strengthen our national health resources, provide for new industries 
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through organic chemical research, and attract students to chemistry 
so that the Nation would have an adequate reservoir of skilled scien- 
tific personnel in time of war. 

These efforts have often brought our association before your com- 
mittee, where we have unfailingly been received with courtesy and 
consideration. 

Strong national movements have strong proponents. Not all pro- 
ponents are disposed to yield that respect for differing views which 
our American tradition would recommend. I am sure, however, that 
this will not be the case of your committee as we very candidly state 
our views on H. R. 1 in as constructive a spirit as we can. 

Our industry is a classic example of the constructive results which 
can be achieved by a wise tariff policy. Brought into being through 
oa a policy, we believe we have measured up to its clear responsi- 

ilities. . 

We were ready for the totally absorbing role which the Nation’s war 
production effort required of our industry in World War II. We 
have been well above average in rate of growth, wages paid to workers, 
and earnings put back into the business to finance expansion. Our 
research budget, 5 percent of sales, is outstanding. No other industry 
using its own funds devotes so much to research. 

Because ours is not a mass production industry for the most part, the 
tariff is an important economic factor in the stability of our opera- 
tions. The industry produces a great many chemicals, more than 
7,000 commercially, for most of which the total demand is relatively 
small. 

Hundreds of chemicals will make up the product line of an organic 


chemical plant. There is little of the dedication of an entire plant 
to the continuous or automatic production of a high-volume chemical 
in our industry. We make our various chemicals in batches using 
techniques very much like those used abroad. The high labor content 
of our chemicals is ee aah no different from that in foreign 


chemicals. The skills and techniques were born in Germany and 
the other foreign nations who were dominant in organic chemicals 
long before we Sains proficient in their use. Differences in foreign 
wage costs ranging from one-fourth to one-seventh our wages spell 
the difference in cost of production here and abroad which requires 
the tariff to equalize landed costs with ours. 

We are proud of the vigor of our industry, its trailblazing research 
activities, and the steady expansion which has invested nearly half a 
billion dollars a year postwar in plant and equipment. Much of this 
has been carried out with the Government’s encouragement to 
strengthen the mobilization base for organic chemicals. 

Much of it is now, and has been for more than a year, idle in at least 
substantial part. This is not in itself a mark of weakness in economic 
conditions in our industry. 

It is to be expected that capacity for defense will generally exceed 
capacity needed for peacetime production. It is, nevertheless, a sig- 
nificant economic problem for our companies. Production of organic 
chemicals in 1953 was about 7 billion pounds below the capacity re- 
quired for defense mobilization. 

It is our belief that tariffs can and should fulfill two distinct func- 
tions, so far as a basic industry is concerned. They should prevent 
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the mpeisnient of defense mobilization capacity by import competi- 
tion. They should also, where necessary, preserve the economic con- 
ditions which contribute to the vigor and dynamic rate of growth of 
the industry. The first function serves our national interest by 
strengthening the industrial sector of the mobilization base. The 
second serves the national interest by strengthening the domestic 
economy. 

It would be unwise to assume that continued expansion of inter- 
national trade and the realization of these two tariff functions are 
incompatible. We owe it to ourselves as a nation, and to our workers 
who earn their livelihood in the nonmass production industries to 
strive for a foreign economic policy that will avoid the impairing of 
defense capacity or sapping the strength of those industries. We 
should until we have given such an approach a fair trial forego the 
temptation to enter into a program of tariff cutting which selects 
arbitrary percentage levels as an objective. 

A foreign economic policy which avoids vicarious injury to our 
Nation’s defense capacity while preserving the vigor of our own in- 
dustries would be consistent with our current national objectives. 
Further extension of the trade-agreement authority is being sought 
as a means of strengthening the economies of our allies, and thus their 
defense potential. 

In itself this is a laudable objective. But our Government has other 
laudable objectives with which it must be reconciled. As part of our 
policy of opposing aggression and promoting peace in the world, the 
Congress has declared the Nation’s determination to develop and main- 
tain our own military and economic strength. The national objective 
is a defense mobilization program of such magnitude to deter an 
aggressor, or if we are attacked, to enable us to fight to win. We must 
have the capacity to shift on a moment’s notice to all-out mobilization. 
As the Joint Congressional Committee on Defense Production very 
recently stated, “time has been eliminated from the arsenal of de- 
mocracy.” Should enemy attack precipitate a full emergency, we 
will not have the time for large expansion of plant capacity, as we did 
after Pearl Harbor and Korea. 

A deep realization of the soundness of our mobilization policy has 
Jed the Nation in partnership with private industry to make an enor- 
mous investment in additional capacity and to maintain it in readiness. 
The difficulty imposed on private industry with capacity in excess of 
normal peacetime needs is very great. In the view of the joint com- 
mittee, maintenance of the mobilization base and avoidance of the 
loss of existing capacity is a major problem. 

The Director of Defense Mobilization in his 1954 report also em- 
phasized that the development of an adequate, secure mobilization 
base depends on the understanding and conviction of the Government 
and the people as a whole that these things are necessary and offer 
the best assurance of surviving in an age of peril. 

If industries such as ours which are vulnerable to import competi- 
tion are to receive such understanding and help in keeping surplus 
capacity in readiness for mobilization, the implications for our for- 
eign trade policy are clear. Enthusiasm for strengthening our allies 
must not lead us into the error of overestimating what reduction of 
our tariffs can contribute to that objective or of underestimating the 
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impact which increased imports can have on our industrial capacity 
required for national defense. We must not add strength abroad if it 
means subtracting strength at home. 

How are we to secure this balance in our trade program ? 

Present trade agreement procedures are not keyed to the selective 
revision of tariffs from the viewpoint of our national security in- 
terests. To be sure, the peril point and escape clause are important 
procedures for balancing economic strength at home with expansion 
abroad. But they are limited in concept to the avoidance of serious 
injury to the domestic industry. without the domestic industry con- 
cerned being seriously injured under traditional peril point or escape 
clause criteria, the mobilization capacity projected through expansion 
can be hurt if increased imports thwart the needed expansion. 

There is needed a positive policy and procedure under which tariffs 
could not be reduced below a point which the Tariff Commission 
finds would threaten impairment of the domestic productive capacit 
declared by the Office of Dedenst Mobilization to be part of the mobili- 
zation base. An essential corollary to that policy and procedure 
would provide for the withdrawal of concessions which in whole or in 
part have resulted in a volume of imports which threaten impairment 
of the domestic productive capacit programed by the Office of De- 
fense Mobilization as part of the Nation s mobilization base. 

This type of policy and procedure could be established by amending 
the perif-point and escape clauses to add the concept of “impairment 


of the national security” to the existing situation which those remedies 
are designed to prevent. Under such an amendment, the President 
could establish a procedure by Executive order to provide for mobili- 
zation status determinations on particular products by the Office of 


Defense Mobilization. 

Those determinations would be the reference points used by the 
Tariff Commission in finding whether past or proposed tariff action 
would impair mobilization capacity. 

We respectfully urge the committee’s consideration of these amend- 
ments to the ouiboein and escape clauses regardless of the final con- 
clusion it may come to on the merits of H. R. 1. 

We see seven basic issues in H. R. 1 itself: 

i First, we do not oppose a 3-year extension of the Trade Agreements 
Act. 

Second, we do oppose the bill’s threefold approach to tariff reduc- 
tion. We cannot avoid the feeling that tariff-cutting objectives have 
been chosen which have little independent reason for existence. If 
the 15-percent authority were intended as an outside limit rather than 
an objective, we should feel more enthusiasm for it. 

Assuming that the 15-percent authority will be granted, we can see 
no justification for the additional tariff-cutting authority on so-called 
negligible import items or on the over-50-percent group. There is no 
particular validity to an arbitrary demarcation point such as 50 per- 
cent. It would be rather contemptuous to assume that the 1930 rates 
had no relationship to the differential in foreign and domestic costs. 
With 20 years of rather zealously applied trade agreement authority 
intervening, it assumes far too much to say that any rate now over 50 
percent ad valorem ought, irrespective of the product to which ap- 
plied, to be reduced to that level. 

57600—55—pt. 178 





1134 TRADE AGREEMENTS EXTENSION 


So, too, the concept that items being imported at a particular mo- 
ment of time in negligible quantities ought to be reduced by 50 percent 
of the 1945 rate is objectionable. By what prescience can it be said 
that an increase in imports from negligible to substantial quantities 
on any item requires a great reduction or a slight reduction? Would 
it not be more consistent with the promised moderation and gradual- 
ness to approach the reduction on any item with a single standard, 5 
percent a year? 

Third, we are opposed to the new substantive authority which the 
bill would give the President to include provisions pertaining to non- 
discriminatory standards, quantitative restrictions, customs formali- 
ties and similar international trade matters in trade agreements. We 
are concerned that such sweeping authority could be offered amid such 
deep silence as to its intended purpose. 

From our own analysis it would appear that under this grant of 
power the President could sign a revised General Agreement on Tar- 
iffs and Trade with its extensive substantive provisions and proclaim 
it effective. 

Many substantive provisions, such as those pertaining to quotas, 
countervailing duties, antidumping duties, and even perhaps valua- 
tion procedures contained in GATT could become law without Con- 
gress ever having an opportunity to look into the matter. There is 
considerable doubt that such a broad grant of power without any in- 
telligible principle to limit the Executive to congressional purposes 
could be constitutional. 

Were such authority to be granted, the divestment by the Congress 
of its constitutional responsibility to regulate foreign commerce would 
have run its full course. With this silent acquisition of great power, 


the —— would be strong to bring the substantive provisions of 


a revised GATT into full force without submission to Congress. Sig- 
nificantly, there is no announced intentions to lay other than the 
organizational provisions of the agreement before the Congress. 

‘here are some who speak in self-appointed roles as friends of the 
Congress to decry the prospect of Congress ever again going through 
a complete tariff revision such as it is said occurred in 1929 and 1930. 
This ordeal, imagined or real, is said to require that Congress never 
again undertake to legislate in tariff matters. Conveniently, as it 
serves their purposes, these proponents would leave such tedious detail 
to the Executive. 

This we are told, forbids Congress looking legislatively into tariff 
rates. This it is which now in a new boldness should prevent Con- 
gress from attending through the exercise of its own judgment to 
changes in the substantive provisions of the tariff act quite apart from 
the rates. 

Surely the Congress will not thus at a stroke immunize the laws 
pertaining to foreign commerce from its care and attention. It is 
preposterous to compare the attention required in reviewing sub- 
stantive provisions such as GATT contains to the much different task 
of creating an entirely new tariff act with its hundreds of individual 
classifications and rates. 

Many who are opposed to the latter are also opposed to tariff rate- 
making by the Tariff Commission, which was formed to relieve Con- 
gress of much of that tedium. Their objective is not so much easin 
the cares of Congress as insuring that Congress and its agent for tari 
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matters are taken as far out of the picture as possible in the regulation 
of foreign commerce. In brief, they see tariff policy solely as a gambit 
in foreign diplomacy. 

Section 3 (a) (1) (A) of the bill is an unwise proposal, foreign to 
our traditions. It should be omitted from the bill. 

Fourth, we oppose the changes which have been made in the proced- 
ural authority conferred upon the President by the bill in comparison 
with its predecessor, H. R. 8860, of the 83d Congress. The earlier 
bill required the President to make his determination of negligible 
imports on the basis of Tariff Commission information. H. R. 1 
removes this basis, and leaves the President discretion at large to 
make the determination. It is the Tariff Commission which has 
the greater expertise and independence of judgment in tariff matters. 
It can hardly be sound policy for Congress to delegate power to the 
Executive to act in accordance with a particular standard, and at the 
same time be unwilling to confine the exercise of that power to those 
instances in which its own expert agency finds the prescribed standard 
is met. 

Moreover, the bill brings the finding of negligible imports down to 
the point of time coincident with entering into the trade agreement. 
Such a limitation would seem unsound, for it would ignore the histor- 
ical situation on imports, and turn solely to a moment of time which 
foreign nations intent on securing a favorable concession could influ- 
ence by shutting off exports for a limited period. 

Fifth, we oppose the authority which the bill would give the Presi- 
dent under the over-50-percent provision to use any value basis he 
finds practicable in computing ad valorem equivalents of specific or 
combination duties. The heart of our industry’s production is of 
coal tar chemicals which are protected by duties based on the American 
selling price value basis. The earlier Kean bill required that value 
to be used as the basis for computing ad valorem equivalents on items 
dutiable under the American selling price. Through the use of differ- 
ent language, H. R. 1 would seem unintentionally to eliminate that 
requirement. The concept of the bill is that all dutiable commodities 
should be subjected within certain safeguards to further rate reduc- 
tions within established percentage limitations. These limitations are 
based either upon the rates of duty presently in existence or those in 
existence in 1945. In the case of items subject to the American selling 
price, the rates of duty now in existence or in existence in 1945 were 
premised upon the use of that value basis. 

If the items dutiable on the American selling price basis were to 
be subjected to treatment in which the ad valorem equivalents are 
computed on the basis of some lower value than American selling 
price, such as foreign value, the effect would be a reduction in the 
amount of protection available for those items quite apart from any 
reduction in duty. Then if the rate of duty itself were reduced within 
the percentage limits of the bill, a further reduction would be imposed 
on those items. 

The bill in this manner would permit American selling price 
items to be subjected to treatment which would result in a greater 
loss of protection than any other class of commodities could be sub- 
jected to under the bill. There is no justification for this type of 
discrimination. We feel sure you would not wish to subject our prod- 
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ucts to a greater reduction than other commodities could receive under 
the bill. 

As indicated, we oppose the negligible quantities and over-50- 
percent reduction provisions in the bill. We sincerely hope that they 
will beeliminated. If they are not, the changes made in the procedural 
provisions referred to above should be abandoned, and the comparable 
provisions of the earlier Kean bill, H. R. 8860, adopted in their stead. 

Sixth, we oppose the provisions of the bill which would ratify the 
multilateral grant of concessions which the administration intends to 
make in the Japanese trade agreement negotiations. Throughout the 
history of the Trade Agreements Act the authority of the President 
has been confined to bilateral negotiations in which concession is 
traded for concession on a reciprocal basis. Though negotiations with 
a number of nations have been carried on under the auspices of GATT, 
they have heretofore consisted of a series of bilateral negotiations 
conducted simultaneously. Never before has the United States con- 
sidered offering a concession to one country on condition that the 
country make a concession to a third country. 

We think the planned course of action in the Japanese trade-agree- 
ment negotiations is illegal under the present trade-agreement law, 
and ore its ratification in H. R. 1. 

It should be evident that the historic function of the law of regulat- 


ing the admission of foreign goods into this country in accordance 
with the needs of our producers in exchange for corresponding mar- 
ket outlets for United States goods in foreign countries can never be 
achieved if we give our concessions in order to afford market oppor- 
tunities for third countries in the country to whom we grant the 


concession. 

The other provision of H. R. 1 pertaining to the Japanese trade 
agreement would permit the reduced rates negotiated with Japan and 
third countries to be proclaimed after July 1, 1955, and still serve as 
the basis from which a further reduction of 15 percent could be made 
under the bill. 

There is no justification for exposing the products covered by the 
Japanese agreement to double reductions. The Executive is getting 
a last-minute cut on the duty for hundreds of items in the Japanese 
agreement. This is scarcely a logical basis for changing the rules 
on those items from that applying to all other articles ‘intee the bill 
so as to make them vulnerable to greater reductions than other tariff 
items. Section 3 (c) (2) (C) should be eliminated from the bill. 

Seventh, we oppose the proposal in the bill that the President have 
the power unilaterally to reduce duties on the negligible imports 
items. This provision is understandable only if it be assumed that 
America has “high” tariff “walls” which are “barriers to trade.” 

This, as in the case of other premises upon which the argument for 
tariff reduction is built, is simply not true. There is no reason why 
our own Government cannot be realistic about this matter and ac- 
knowledge that the United States is, by comparison, with its com- 
mercial rivals, a low tariff country. 

You are familiar with the fact that the ad valorem equivalent of 
our dutiable imports has been cut sharply from 46.7 percent in 1934 
to 12.4 percent in 1953, while the ad valorem equivalent of both duti- 
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able and free imports has dropped from 18.4 percent to 5.6 percent in 
the same period. 

While we have been busily engaged in cutting our tariffs, our for- 
eign friends as often as not have been moving in the opposite direction. 
Their concessions have frequently been withdrawn or nullified by 
quantitative restrictions. Too, we have often accepted the binding 
of existing rates in exchange for our duty reductions. 

These experiences should teach us that it is difficult enough to secure 
realistic concessions from foreign countries without proposing uni- 
laterial reductions. If I may borrow President Washington’s words, 
the Nation is in the position “of having given equivalents for nominal 
favors, and yet being reproached with ingratitude for not giving 
more.” 

The mere existence of unilateral authority would expose our ex- 
ecutive department to unrelenting pressure from our foreign friends 
under varying pretexts to get us to cut our duties without their giving 
up anything. After the lengths to which the United States has 
already gone through tariff reduction, grants, aid, offshore procure- 
ment, and dilution of the Buy American Act by Executive order, it 
is surely the coup de grace to load on the backs of American industry 
a program of one-track tariff cutting. 

We conclude with this summary: We do not oppose a 3-year ex- 
tension of trade-agreement authority so long as its exercise is limited 
to reduction of tariffs on a genuinely selective basis up to 5 percent a 
year during that period under procedures which will prevent impair- 
ment of dened mobilization capacity, present or projected, and which 
will preserve the vigor and strength of our domestic industries. 

Thank you for your attention. 

The Cuatrman. Does that complete your statement? 

Mr. Lenuer. Yes, sir. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Mr. Suwpson. Mr. Chairman? 

The Cuarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Srupson. You make the point, sir, that with respect to Japan 
the negotiations which are to take place next month will not be com- 
pleted, perchance, or proclaimed, until after this bill H. R. 1 may 
be law, and, consequently, so far as those items with which we are 
dealing with respect to Japan are concerned, they would be cut both 
in the Japanese agreement and could thereafter be cut by three 5-per- 
cent cuts. Is that right? 

Mr. Lenuer. Yes; that is possible. 

Mr. Smupson. Well, it is planned that way in this bill, is it not? 

Mr. Lenuenr. I believe it is. 

Mr. Srpson. I mean there is a special section put in. 

Mr. Lenuer. I believe it is planned in this group. Certainly a 
very large group of items in the chemical industry, about 1,200 in 
number, are inaledend in the listing for negotiation with Japan. 

Mr. Srtupson. So everyone who manufactures those particular items 
which are in the Japanese list can, with reason, be nervous about 
what may happen in the Japanese agreement and then, of course, 
for 3 years thereafter, too. 
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Mr. Lenuer. We are a little more than reasonably nervous about 
this matter. We are very much concerned about it. We appeared 
before CRI on this matter, and we are here today. 

Mr. Srumpson. Every now and again I see a reference to the fact 
that we have had these so-called reciprocal agreements made and, 
after having made the agreement, the foreign partner to the agree- 
ment may one way or another change and impose restrictions or bar- 
riers counteracting the effect of the concession they made. Is that 
not what happens sometimes ? 

Mr. Lenuer. Yes, I think that is a matter of record that has been 
reported on by Government agencies. 

Mr. Simpson. I am afraid that the impression got out that those 
countries may have done that deliberately, willy-nilly, or simply 
wanted to get out of the bargain. I am not going to criticize them. 
I do not intend to criticize them. I think they got out of a bad 
bargain after looking at their nationalist interests which they had 
to flo. They were perchance outbargained by our boys, or a war 
came along, or something happened. 

But the fact remains that those agreements which they made could 
not stand and do not stand today because of things they did to protect 
their own economy. 

I just suggest to you that these countries are, in every instance, 
going to protect their own when the showdown comes. That is what I 
think we ought todo. Do you not think so? 

Mr. Lenuer. I think that is the record, Mr. Simpson, as far as the 
organic chemical industry is concerned in foreign countries. 

For example, in England, the synthetic organic chemical industry 
has been very stringently protected for 35 years with regulations which 
still are in full force, which preclude the importation of whole areas 
of American organic chemicals into England. There is no tariff 
barrier. There simply is a complete exclusion of importation possi- 
bilities by the board of trade. ‘That is done in their national interest. 

I recommend no such radical course here, but a consideration of our 
position. 

Mr. Sumpson. I notice, too, your well-put comment on the proposal 
to have a multilateral agreement by which we, as a raion policy, 
make concessions to country A, so that country A will make concessions 
to country B, irrespective of the effect on our country. 

Mr. Lenuer. That is a matter of concern to the organic chemical 
industry in the matter of the instant negotiation with Japan, because 
items under paragraph 27 are offered for negotiation insofar as we 
have been able to determine, and are still included on the list after the 
CRI hearings. 

The manufacture of those items under paragraph 27, by Japan, 
historically and at the present time, in terms of their export-import 
trade, are insignificant. The concessions which we make to Japan at 
that time, should they be made, and I hope they will not, are not to 
apply to Japan but they are surely to apply to the industrialized 
countries of Western Europe, with the low labor rate situation and 
the high degree of chemical proficiency which has been described to 
you earlier, so that they will have advantage of the concessions and 
access to the American market. 

Mr. Smorson. It is a round-about way to kick our own industry, is 
it not? 
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Mr. Lenuer. I understand directly from some of the gentlemen 
involved that that isthe plan. It is not a deduction on our part. 

Mr. Srupson. Thank you, sir. 

Mr. Mitts. Mr. Chairman ? 

The Cuamman. Mr. Mills, of Arkansas, will inquire. 

Mr. Murs. Mr. Lenher, let me see if I can get some information on 
some points which I have in my mind about your industry. 

You represent the Synthetic Organic Chemical Manufacturers As- 
sociation. That is the synthetic organic chemical industry, as I under- 
stand. 

— Lenuer. Yes, that is the trade association of that industry, Mr. 
Mills. 

Mr. Mutts. I understand. 

As part of synthetic organic chemicals there are coal-tar chemicals; 
is that right? 

Mr. Lenuer. Yes, that is an important sector of the industry. 

Mr. Mitzs. An important sector of it? 

Mr. Lenuer. Yes, sir. 

Mr. Mus. I have been trying to get some figures on the total 
volume of business in 1954 and have not succeeded. I do have some 
figures that I want to call to your attention for 1953 to see if they are 
accurate. 

Ts it true that in 1953 total sales for synthetic organic chemicals 
here amounted to around $4 billion ? 

Mr. Lenuer. Yes, that is my understanding. 

Mr. Miuts. And that exports of these chemicals amounted to around 
$300 million in that year? 

Mr. Lenuer. Yes, ‘rather closely. 

Mr. Muts. Is it also true that imports of synthetic organic chemi- 
cals in 1953 amounted to around $50 million? 

Mr. Lenuer. I believe that is right, yes. 

Mr. Mitts. Is it true that only $10 million of the $50 million of 
imports were competitive ? 

Mr. Lenuer. I cannot answer that point. I am not sure on it. 

Mr. Mitts. You do not know whether that would be approximately 
correct or not? 

Mr. Lenuer. No, I am sorry I do not. 

Mr. Mus. It is my information that only a fifth of the $50 million 
in synthetic organic chemicals imported into the United States were 
competitive. 

Let me see if I am right about this: Competitive imports are given 
a special valuation basis, are they not? 

Mr. Lenuer. Yes, in this coal-tar field. 

Mr. Mus. That is the American selling price? 

Mr. Lenuer. That is the American selling price basis, yes. 

Mr. Mirus. Is that some 50 percent greater than they would be 
under normal foreign value? 

Mr. Lenuer. I am quite sure it is in some instances, Mr. Mills, yes. 
I think in others not. But certainly in some instances it is, I am 
sure. 

Mr. Mitts. On the basis of that, for the year 1953, then, am I correct 
in drawing the conclusion that the synthetic organic chemical industry 
was not being pressed by imports, that really it enjoyed a satisfactory 
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position in that it exported about six times as much as was imported 
in that year? 

Mr. Lenuer. Not quite. If I can go into the composition of the 
exports and import business a little bit, I think I can clarify the view 
that we have. The base figures that you have given I am in entire 
agreement with, but of the export of approximately $300 million— 
there is immediately $100 to $150 million that are medicinals, anti- 
biotics, in which there is a very special and strong position in this 
country. 

There is another block in excess of $50 million of agricultural 
chemicals which were needed abroad as a part of the Government-aid 
program in foreign countries. 

So I would say that would leave for the rest of the industry, which 
includes plastics, a whole bulk of plastics, as well as the coal-tar 
products on which you raise your point, about $100 million. 

Of the coal-tar chemical imports into this country, I should say 
that we are concerned principadty with those items which are competi- 
tive. We are not as much concerned with those items which are 
classified as noncompetitive. We are very happy in living with the 
Bureau of Customs as to how they find the onedcte that are brought 
in. 

Mr. Mitus. May I interrupt you at that point? In other words, 
what you are saying to me is that the industry is concerned about this 
$10 million of imports that have been classified as competitive in 
1953 ? 

Mr. Lenuer. Yes, we are concerned about that for this reason, and 
we think it is of sufficient importance to bring before you: While that 
figure, pertaining to competitive coal-tar chemicals, is relatively small 
itself, we have come to the position that we find ourselves in as vigor- 
ous a growing industry in this country because we constantly look 
ahead and plan. 

Wetry to forecast and arrange our business so we will prosper in the 
future, that we will not find ourselves taking advantage of such cold 
comfort as there is in escape clauses and peril points; that we will 
keep healthy. 

o do that, we look with concern at the increasing importation of 
organic chemicals, both coal-tar and non-coal-tar, from Western 
Europe, principally from Germany and England and the industrial- 
ized countries of Western Europe, where their chemical industry has 
special productive features of its own and very low labor costs. 

We have not yet been seriously hurt, and we make no such claim. 
We are sure of, and are very earnestly bringing to your attention, the 
fact that we are going to be hurt. We do not say we are going to be 
driven out of business, but I am here to tell you for our trade associa- 
tion that bits and pieces of our business will disappear in the future 
under the present level of tariffs. 

Mr. Mirts. Mr. Lenher, I appreciate your frankness. 

To what levels would this $10 million of competitive imports have 
to rise in order for your industry to be injured ? 

Mr. Lenuer. I think it will have to go to a very much larger figure, 


Mr. Mills, and I think there is every indication that it will grow 
to that figure with the industrial potential which has been built up in 
the organic chemical industry in England and Western Germany 
within the last 2 years, and which has come into effect. 
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Mr. Mus. Do you think that is an immediate danger ? 

Mr. Lenuer. I think it is very real. 

Mr. Mius. Do you think it could be increased from $10 to $50 mil- 
lion in a year’s time? 

Mr. Lenuer. I expect it. 

Mr. Muxs. You do expect it? 

Mr. Lenuer. I expect it, yes. The rate of increase of individual 
items is quite alarming to us now. 

Mr. Mus. There is one further thing, Mr. Lenher, that causes me 
some concern. 

If this market over here is such an attractive market to foreign pro- 
ducers of chemicals, I wonder why it is that they developed the mar- 
kets that they now have before they began to tend to exploit the 
American market, if that is a proper description of what they intend 
to do. Why did they not come here first with their production? 

Mr. Lenuer. I think one of the principal reasons was the protec- 
tion which the chemical industry had under the past tariffs. f think 
that was a very moving reason. 

Mr. Mitts. I am talking about the period since World War II. 
The chemical industry, as I understand, in Germany has grown some 
since World War II, and they have a market for their output, say, in 
Europe, or somewhere outside the United States, at least, in great 
part. I cannot imagine why, if this is such an attractive market here, 
the chemical producers in Germany would not have come here imme- 
diately after they began to produce following World War II. 

Why would they wait until this late date to come here, if it is such 
an attractive market ? 

Mr. Lenuer. In the case of West Germany, Mr. Mills, except for a 
few large plants, their factories were very substantially destroyed by 
bombing. 

Mr. Minas, But they were not in Switzerland, were they ? 

Mr. Lenuer. No, they were not. 

Mr. Mitts. We import some chemicals from Switzerland, I guess. 

Mr, Lenuer. Yes, and we are importing increasing quantities of 
dyes from Switzerland. 

Mr. Miuus. Why have the Swiss waited from 1945 to 1955 to pose 
a threat, then, if we have not been injured up to this date ? 

Mr. Lenuer. I do not think the Swiss impose as great a threat as 
the English and Germans do, for this reason: The Swiss chemical in- 
dustry is largely an assembly plant of materials which they have to 
purchase from other countries. They are in a less favorable position 
to export here than the Germans, for example. 

I think a token of that is the fact that some of the Swiss companies 
who have prospered since the war have built plants here rather than 
to depend on export from Switzerland to the United States. 

Mr. Mitts. Mr. Lenher, you are not a member of Committee for 
Economic Development, are you ? 

Mr. Lenuer. No, I am not. 

Mr. Mus. Thank you, Mr. Chairman. 

Mr. Reep. Mr. Chairman? 

The Cuareman. Mr. Reed of New York will inquire. 

Mr. Reep. I think, Mr. Lenher, you are a little too young to remem- 
ber what happened back in the time of the First World War and 
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shortly thereafter. Several times we started to build up the dye 
industry and the chemical industry in this country. You have cer- 
tainly read what happened when Cacaiey started in and crushed us 
completely, and destroyed the entire investment of the chemical indus- 
try in this country. ; 

You have a right to do everything you can to avoid anything like 
that happening again. 

In trade, they are ruthless in trying to get into any good market, 
and ours is a good market ; it it not ? 

Mr. Lenuer. It certainly is, Mr. Reed. 

Mr. Reep. And they always want to get into it, if they can. 

Mr. Lenner. And the leopard does not change spots. 

Mr. Reep. Not a bit. That is one reason why we are concerned not 
to let these people invade us again, as they did then. I think you can 
remember, or at least you have probably read about it, how the Ger- 
mans sailed in here with all the arrogance in the world with a load 
of chemicals and dyes in a submarine. 

Mr. Lenner. The Deutscheland. 

Mr. Reep. Yes. I see you do remember it. A man does not have 
to wait until he is hit on the head before he realizes he is in a fight. 

Thank you. 

The Cuarrman. Mr. Mason of Illinois will inquire. 

Mr. Mason. Do you think this is a proper summary of your testi- 
mony: You are not opposing the 3-year extension, and not even op- 
posing the 15 percent; 5, 5, and 5, but you are opposing the new, 
extensive, and the vague authority contained in this bill from going 
into effect because that is the part that is threatening and dangerous. 
Is that it? 

Mr. Lenuer. Yes, sir, it is, Mr. Mason. To just put that a different 
way so none of the members misunderstand that we are broadly 
opposing any change and broadly opposing the aims of the Adminis- 
tration to move here; I would say that we are concerned that the 
movement be done according to the action of law and not of men. 

Mr. Mason. It is the new authorities granted the President and 
this extensive authority over so many things outside of the rates, and 
some pretty vague authority included in this bill that no one knows 
what will happen as a result if it is granted, that you are particularly 
concerned about ? 

Mr. Lenuer. Yes, sir. That is why we make the rather definite 
— we do for your committee to consider, changes in the bill. 

Mr. Mason. Thank you. That is all. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the committee. 

The next witness is Mr. E. M. May. Come forward please, Mr. May. 
For the record, please give your name, address, and the capacity in 
which you appear. 


STATEMENT OF ERNEST M. MAY, PRESIDENT, OTTO B. MAY, INC. 


Mr. May. I am Ernest M. May, president of Otto B. May, Inc., 
dyestuff manufacturers of 52 Amsterdam Street, Newark, N. J. 

My family has been operating a dyestuff business at this location 
since 1919 when my father first started to manufacture coal-tar colors 
in response to the great demand after World War I. When he started 
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he had a small factory of 5,000 square feet and employed approxi- 
mately 5 persons. We now have approximately 100,000 square feet 
of space and employ 100 people. 

I would like to say that the distribution of employees today is far 
more on the technical side in that we have a considerable staff of 
chemists and technicians. At the present time we are manufacturing 
dyestuffs for the textile industry. 

I am completely in accord with the views expressed here today, by 
Mr. Samuel Lenher, president of the Synthetic Organic Chemical 
Manufacturers Association of which we are a member. More than 
half the members of SOCMA are small companies such as ours whose 
total annual payroll is less than half a million dollars. 

Because of the nature of the production of synthetic organic 
chemicals, our industry is one in which there are unusual opportuni- 
ties for small companies to exist and to prosper side by side with the 
giants of the industry. The larger companies produce many chemi- 
cal byproducts which they must find commercial outlets for in this 
country. 

Our company started, actually, because of a demand for a pigment 
called Red Lake, which was not available due to the fact that it had 
only been made in Germany. At that same time, Monsanto Chemical 
Co. had a byproduct from the manufacture of saccharine, which was 
available, ‘ant my father took this byproduct and made this very valu- 
able pigment which was used, among other things, for 2-cent stamps. 

A smaller company such as mine is well situated to secure a de- 
pendable supply of the chemicals which it needs in its production 
operations. Our existence and profitable operations are essential to 
the health of the industry as a whole. We are as important to the 
large companies as consumers of their byproducts as they are to us as 
dependable sources of raw materials. 

My company’s specialty is a rather small line of dyes and color 
bases. We buy the basic intermediates from other companies in the 
industry and from them we make the more advanced intermediates 
which are required in the production of the dyes and color bases which 
make up our finished product line. 

Since the smaller companies such as ours tend to concentrate on the 
production of those specialized or fine organic chemicals which are in 
relatively small demand on a nationwide basis, it doesn’t take a very 
lar vehi of imports to hurt us. For example, we make 13 inter- 
mediates; 10 of these were imported in significant quantities in 1953. 
With only two exceptions, the volume of imports in 1953 was con- 
siderably greater than in 1952. This indicates to us that at present 
tariff levels we can expect an increasing trend in imports of the inter- 
mediates which we produce. While these imports have not created 
any critical situation for us thus far, we are worried about a program 
of further tariff reduction under these circumstances. 

There were significant imports in 19 of the 22 dyes in our product 
line in 1953. On 12 of these the volume of imports in 1953 exceeded 
those in 1952. 

The data on this is summarized in the appendix. 

The Cuatrman. That will be inehaded’ in the record. 
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(Information referred to is as follows :) 


TABLE 1.—Imports of organic chemicals competitive with those produced by 
Otto B. May, Ine. 


Importsin | Imports in 
1953 1952 


Intermediates: Pounds 
1-aminoanthraquinone 45, 063 
1-anthraquinonesulfonic acid 
7-benz(de)anthracen-7-one (benzanthrone) 
1-4-bis(1-anthraquinonylamino) anthraquinone.- 
1-chloroanthraquinone 
5-chloro-o-toluidine hydrochloride 
16,17-dihydroxyviolanthrone 
2-nitro-p-anisidine (N H:=1) 
4-nitro-o-anisidine (NH:=1) 

§-nitro-o-anisidine (NH»=1) 


Dyes: 
Fast red GL salt 


Fast blue B salt 
Anthraquinone vat jade green 
Anthraquinone vat olive R 
Fast scarlet 2G salt __ _ 


Fast orange GC 
Fast orange GC salt 
Fast orange GR salt 
Fast red 3GL salt 


oe 
- 


Naphthol AS-TR 
Variamine blue BD salt 
Variamine blue B salt 


= 
. 


1 Computed weight. 
Source: Import data, U. S. Tariff Commission, Imports of Coal-Tar Products, 1952, 1953. 


Mr. May. Again the conclusion which I draw from these data is 
that at present duty levels there is ample opportunity for an expansion 
in imports of dyes competitive with those which we baer 
Table 1 sets forth the identity of our intermediate and dye products 
which are affected by these imports together with the data on the 
volume of imports in 1952 and 1953. 

Without laboring the point, I wish to call your attention to the fact 
that our plant is operated with equipment and technology basically 
similar to that used in the manufacture of a great variety of synthetic 
organic chemicals, 

Our firm during World War II produced dyes for uniforms, and 
again in the Korean emergency we converted our facilities to making 
entirely different dyes which were required at this time. This we 
did without coming to Washington for certificates of necessity since 
this would have delayed our program by months and we wished to 
be in production as soon as ble. 

These efforts of ours aa other companies were responsible for the 

roduction of a rather great variety of urgently needed chemicals, 
including sulfa drugs and nerve-gas components. 
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The significance of the figures in table 1 is that they reflect imports 
of products which have come into the United States at landed, duty 
paid, delivered prices below the prices we must maintain to insure 
our staying in business. 

I would like to cite the instance of another firm of approximately 
our own size which manufactures intermediates for the pigment and 
dye industry. This firm is a resourceful one like ours and when the 
emergency in World War II came, quickly converted from making 
these intermediates to the manufacture of napalm for jelly gasoline. 
As a matter of fact, it was 1 of the 3 firms in this country chosen to 
manufacture napalm and it manufactured 10 percent of the entire 
United States output. 

When the Korean emergency came, it again was pressed into service 
at the time when the Chinese crossed the Yalu River and we had to 
destroy our supplies. Large-scale production facilities in the United 
States were behind schedule and again this firm came through to 
produce much needed napalm which was so urgently needed that it 
was flown to Korea. 

In 1951, the duties on the principal product which this firm manu- 
factures were cut in half, from 40 percent to 20 percent plus 314 cents 
per pound. As a result of this cut, this firm is now manufacturing 
this intermediate with no profit. The price has dropped from $1.46 

er pound to $1.18 “ pound, and material of Italian origin is offered 
dali veeths duty paid, in New York at $1.05 per pound, which is below 
his cost of manufacture. 

Because of our size we are vulnerable to shifts in Government 
policy which affects business operations. As the president of our 
company, I took particular comfort in the statement contained in 
President Eisenhower’s economic report to the Congress just a week 
ago. Init hestated: 

The need of our times is for economic policies that, in the first place, recognize 
the proven sources of sustained economic growth and betterment, and in the 
second place, respect the need of people for a sense of security as well as 
opportunity in our complex, industrialized society. 

There should be no doubt in your minds that the chemical industry 
is a proven source of sustained economic growth. You would also 
agree, I am sure, that our industry plays a rather big role in pro- 
viding opportunities to our young people for professional careers as 
chemists and engineers in our complex industrial society. 

I would also like to point out respectfully to the committee that 
only in the United States is the climate such that small chemical firms 
can find a place in the sun. In every other principal manufacturing 
nation in the world the great bulk of chemical manufacturing is done 
by 1 or 2—at the most, 3—firms. 

Now the position of our firm today, competitively speaking, versus 
foreign imports is that the tariff protection which we enjoy at this 
moment enables us to compete. Should the envisaged tariff reduction 
program go through, we feel that we would be injured and, indeed, 
if the trend continues, would finally be driven out of business because, 
gentlemen, there is no way in the world that we can compete with 
50-cents-an-hour labor and $2,500 a year Ph.D.’s, which is what the 
current scale in Europe is. 

We can’t do as some of our giant brothers do—set up research pro- 
grams in Belgium and other countries and actually set up manufac- 
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turing subsidiaries abroad as a hedge so that in case the national policy 
should slash our tariffs to the bone, they will have foreign facilities 
and will be able to import chemicals into this country. We will sim- 
ply have to shut our doors because we will be unable to compete. 

We do not have the power to set up our manufacturing facilities 
abroad, particularly since we do not believe the large cartelized firms 
which dominate the chemical manufacturing scene in Europe would 
ever allow us to have the chemicals which would be necessary to allow 
us to engage in competition with them. 

We hear much about the need for further tariff reduction as a means 
of making our foreign friends feel more secure. I have been unable 
to understand why the same concern is not felt for the need for Amer- 
ican businessmen, such as myself, to receive some sense of security in 
anticipation of stable policies which affect their operations. We have 
the right, it seems to me, to expect the kind of security from stable 
policies which many are so anxious to extend to our foreign com- 
petitors. In this industry we are not advocating rolling back the 
tariff to pretrade agreement levels. We are also calling attention to 
steadily increasing imports at present tariff levels and we are askin 
that you not authorize the executive to embark on a new program o 
tariff cutting without insisting upon the adherence to dependable pro- 
cedures which preserve the splendid vigor of our industry with its 
great importance to both our national security and the national 
welfare. 

I believe the figures for 1954, when available, will show an increase 
over 1953. 

In this connection, a problem of particular importance to small pro- 
ducers such as our company is that the present escape-clause and peril- 
point procedure are keyed solely to the concept of serious injury to a 
domestic industry. A lot of producers such as my company could be 
seriously hurt before an industry as large as ours could be said to be 
seriously injured itself. Yet we have the right, it seems to me, to 
expect the Government’s trade program to be carried out in such a way 
that our operations are not seriously injured. 

For this reason I believe that these trade-agreement procedures 
should be amended to make them apply whenever there is serious in- 
jury suffered or threatened by domestic producers or segments of an 
industry. We should not wait until the industry itself is seriously 
injured before making adjustments in our trade concessions. 

Obviously I am not an expert on foreign trade economics. Not 
many people are. As a businessman I have some definite views on 
what the foreign-trade policy of our country should be if we are going 
to adhere at all to the concept that our government is obliged to work 
for the general welfare and not merely the welfare of a particular 
group, such as export industries. 

It seems to me that an important factor has been overlooked in most 
discussions of our tariff policy. Experience shows that with a 1 per- 
cent increase in our gross national product, the physical volume of 
finished inemuoacotel imports increases by 1 percent. Many groups 
predict a doubling of our gross national product by 1975 compared 
with 1950. If this occurs as past trends seem to indicate, our imports 
of finishel manufactures will double without any adjustment of the 
tariff while imports of raw materials increase in only a slightly 
smaller degree. 
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One needs only to glance at the text and tables in the President’s 
economic report of a week ago to note that most of the countries of 
the free world continued to improve their financial position in 1954 
for the third year ina row. Most of the countries of Western Europe 
experienced a decided improvement in the balance of payments situa- 
tion last year, and the gold and dollar reserves of the free world con- 
tinued their upward climb. Rather significantly, the industrial 
nations of Western Europe did not experience a recession during 
1953-54 as we did here in the United States. 

I think it a strange policy which fails to take account of the strength 
and vigor of the economies of Western Europe, for example, in the 
consideration of any real need for further tariff reduction. If you 
are convinced that further gestures are needed to encourage our strong 
and prosperous allies, you should at least give equal deference to our 
home producers as you feel impelled to give the producers of other 
nations. If you would offer them encouragement, you should at a 
minimum offer equal encouragement to the producers in this evountry. 
Reduce tariffs further if you must, but require that the items subject 
to reduction be carefully selected so as to avoid injury to companies 
like mine who are doing their part in supporting the expanding econ- 
omy of the locality and State and Nation. 

Thank you for letting a small businessman present his views on the 
important topic which you have before you. 

The Cuairman. We appreciate your : appearance and the informa- 
tion given the committee. We also appreciate your ¢ ne eee in 
presenting your statement promptly. I hope others will follow your 
very fine example. 

Are there any questions? If not, we thank you again for your 
appearance and the information given the committee. 

The next witness is Mr. D. G. Rogers. Is Mr. Rogers here? 


STATEMENT OF D. G. ROGERS, PRESIDENT, NATIONAL ANILINE 
DIVISION, ALLIED CHEMICAL & DYE CORP. 


Mr. Rogers. In the interest of saving time, I have shortened my 
paper and it will be somewhat shorter than the one you have. 

The CHairman. We appreciate that. We have quite a number to 
hear today. 

Mr. Rocers. My name is D. G. Rogers. Iam president of National 
Aniline Division, Allied Chemical & ‘Dy e Corp. 

Allied was formed in 1920 because our experience in the First World 
War proved the folly of relying upon foreign sources of supply for 
many vital cidmicalé It . as nurtured and grew because a wise 
tariff policy adopted in 1922 equalized the great disparity between 
costs of production at home and abroad. 

Allied is both a pioneer and one of the largest domestic producers 
of intermediates. It enjoys the advantages of lar ge-scale production 
and integrated operations. 

During World War II, the company was able to fulfill the goal of 
its Soahcae by responding to all the demands made upon it by the war 
production program. In addition to its all-out production of indus- 
trial war materials, intermediates and dyestuffs for miltiary uses, the 
company developed and produced highly essential military products 
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and successfully completed a number of important research projects 
for various agencies of the Government. ese things the company 
was ready, willing, and able to do because it had an ample reservoir of 
skilled labor, technologists, and management actively working at their 
specialties. 

Today, Allied makes over 3,000 different chemical products in 26 
States. But I am going to direct my testimony primarily to the or- 
ganic chemical field, with which I have been associated for over 39 
years. National Aniline Division is a producer of over 2,000 distinct 
chemical compounds. It has plants in Buffalo, N. Y.; Hopewell, Va.; 
and Moundsville, W. Va.; and employs over 2,500 employees. 

We support the views expressed here by the Synthetic Organic 
Chemical Manufacturers Association. We hope to help you under- 
stand the nature of the organic chemical industry’s problem in relation 
to foreign competition, and the reasons for its position on H. R. 1. 

Our industry produces over 7,000 finished organic chemicals in com- 
mercial quantities. Amazingly, these all stem from a handful of 
duty-free crude organic chemicals. By complicated processing steps, 
these crudes are combined with still other elements, such as oxygen, 
nitrogen, chlorine, or sulfur to make new and more complex com- 
pounds. Such compounds, known as “intermediates,” become in turn 
the starting materials or steppingstones to hundreds of other “inter- 
mediates” and ultimately to thousands of finished products, such as 
dyes, medicinals, pharmaceuticals, explosives, synthetic rubbers, plas- 
tics, resin materials, agricultural chemicals, detergents, flavor and per- 
fume materials and miscellaneous chemicals. 

Our operations quickly cease to bear any resemblance to mass-pro- 
duction methods. Most of our chemicals are made in relatively small 
quantities requiring the prior and successive production of as many 
as 20 intermediates. All but a few are made by “batch” processing. 

Each is produced in a series of processing steps which may include 
oxidation reduction, chlorination, hydrolysis, halogenation, caustic 
fusion, alkylation, carboxylation, nitration, sulfonation, condensation, 
liming, diazotizing and coupling. 

Close attention and expert manipulation by highly trained chemists, 
engineers, and skilled workmen are required. The processing of a 
single finished chemical may take weeks or even months, and a final 
product may weigh as little as one-eightieth as much as the materials 
used in making it. 

The synthesis of organic compounds inevitably yields isomers, co- 
products and byproducts, in addition to the specific intermediate or 
finished chemical under production. It is therefore necessary for the 
organic chemical producer to give very careful consideration to the 
chemicals he wishes to include in his product line. Unless he has a 
market or a use for each, his entire operation may prove uneconomical. 

For the most part, the 1,200-odd intermediates made commercially 
in this country are produced by dyestuff manufacturers. For example, 
our own company makes more than 700 different dyes, each a distinct 
compound. We produce over 300 intermediates required in their 
production—and several hundred other products. Our dye manu- 
facturing operations would be uneconomical if we were unable to sell 
or use all of them. 
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Because of the interdependence of the entire product line, foreign 
eompetition in respect of one of our products impinges not only on 
that product but on all related products as well. 

The branching structure of the organic chemical industry, and the 
reciprocal relationship which nourishes it, is like that of a tree. The 
coal-tar crudes represent the roots, the simpler intermediates the 
trunk; the more complex intermediates, the main branches; the fin- 
ished chemicals, the smaller branches and twigs; and the textiles, 
medicines, plastic products, et cetera, which consume our finished 
products, the leaves. Such an organic entity with all its parts inter- 
related is essentially inseparable; no part can be disturbed without 
affecting in some degree all other parts. Injury to the roots, trunk 
or branches, or defoliation will damage the whole. 

The manifold operations involved in civilian manufacture are, with 
slight variations, indispensable to national defense and the public 
welfare. This has been the major reason for the tariff protection, 
or other protective measures, provided for the organic chemical in- 
dustry by every major industrial nation in the world. Each has 
recognized the vital importance of fostering such an industry in the 
interest of its own national defense. 

To meet defense mobilization, overall capacity of the industry has 
been expanded far in excess of present needs. As a result of this 
excess capacity and increased import competition, many plants have 
been operating as low as 50 to 70 percent of capacity and prices have 
been depressed. From August of 1953 to August of 1954 the industry 
experienced a decline in employment from 229,000 to 201,000 produc- 
tion workers, or 12 percent. 

Today, substantial areas of our business are essentially at the 
crossroads. Many of our production facilities are old and will need 
substantial replacements in the next few years. Yet by any normal 
standard this business cannot be considered profitable, even under 
present tariff rates. 

The present outlook offers little inducement for management to 
invest additional large sums of money in plants and equipment, or 
for prospective employees to spend years in educational or training 
programs for work in this field. 

Without adequate tariff protection our industry cannot successfully 
compete with the foreign producers. The batch processing methods 
required in our industry give our products a high labor content. 
These are the same fieklions which are used in the great chemical- 
producing nations abroad. Average wages paid to chemical produc- 
tion workers abroad range from 26 to 52 cents an hour, depending on 
the country, compared with an average of $1.90 for employees in our 
industry. 

The foreign chemical industry has more than recovered its prewar 
strength—in some instances production has doubled over prewar. 

The chemical industry in the United Kingdom, for example, is the 
strongest and most vigorous of British industries, having increased 
its production over 50 percent between 1948 and 1953. 

West Germany has done even better. During 1953 it boosted its 
production of chemicals to 182 percent of its prewar output, and in 
1954 it reached 215 percent. In 1953 West Gerintiny increased her 
chemical exports by 31 percent, despite intense competition with the 
British. According tothe OEEC’s December 1954 report on economic 
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conditions in Germany, expansion of production in the chemical in- 
dustry is still proceeding rapidly, through the first 8 months of 1954. 

The OEEC reports that the greatest proportionate increase in chem- 
ical production of any of its member countries since 1950 occurred in 
Italy with a 57-percent increase. 

In France there has been a steady rise in production in the chemical 
industry since the war, except for 1952. Based on 1950 as 100, the 
index of production of the French chemical industry rose to 128 by 
January 1954, compared with 121 for all industrial production. The 
French have also developed a new organic chemical industry based on 
petrochemicals, and new plants have commenced operations in plastics 
production. The French dyestuffs industry is carrying out a large- 
scale modernization program. 

Between 1951 and 1953, the OEEC countries turned a deficit of 14 
percent in chemical trade with the so-called dollar area, into a sur- 
plus of 28 percent. 

The ability of the foreign organic chemical industry to compete in 
the United States at existing tariff levels is shown by the steady in- 
crease of the value of United States imports postwar, from $9 million 
in 1947 to nearly $51 million in 1953 (table 1). 

The competitive advantage of foreign intermediates and dyes is 
illustrated by actual prices pertaining to recent transactions between 
foreign countries. Of 52 intermediates and dyes for which we have 
obtained actual prices, selling prices on 21 products were so low that 
their landed-cost duty paid in the United States would be below do- 
mestic prices on comparable United States products, shown on table 2. 

The competitive impact of imported dyes at the present duty level 
is further illustrated by four military vat dyes, golden orange RRT, 
brown AR, brown AG, and khaki 2G. These are shown on the ac- 
companying chart, following the tables, showing the scheme of chemi- 
cal synthesis involved in and the many products entering into the 
batch production of these colors. Imports of these 4 military dyes in- 
creased from 263,000 pounds in 1952 to 531,000 pounds in 1953—over 
100 percent. Domestic sales of these 4 dyes declined nearly 100 per- 
cent in the same period, as shown on table 3. Imports of vat dyes as 
a class increased from 500,000 in 1952 to 1.2 million pounds in 1953—a 
120-percent increase. This large line of vat dye imports is impairing 
the industry’s capacity for defense colors in the event of mobilization. 

The important position of anthraquinone, an intermediate, in the 
synthesis of the military dyes is also shown in the accompanying chart. 
The anthraquinone vat dye capacity prior to January 1951 was 37 mil- 
lion pounds yer year. Under the mobilization program, this was ex- 
panded to 48 million pounds. Sales of domestic anthraquinone vat 
dyes in 1953 amounted to only 32.5 million pounds, leaving an indi- 
cated idle capacity of 15.5 million pounds. Indicated idle capacity 
in 1954 was about 25 million pounds or 52 percent of the capacity pro- 
jected for defense requirements. 

It is, of course, obvious that imports are not responsible entirely, or 
even in major part, for this measure of idle capacity. Under existing 
policies of the Government, however, it is desired to keep mobiliza- 
tion capacity in readiness for instant use in the event of a full emer- 
gency. As the Joint Committee on Defense Production recently said : 
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Adding new capacity for mobilization can be futile * * * unless the mobiliza- 
tion base, built at great cost, is maintained in the maximum possible state of 
readiness. 

Idle chemical plant capacity does not remain in existence for long. 
It must be kept in use, or it rusts or will be diverted to other uses. Na- 
tional-defense interests strongly suggest that imports should slacken 
off until domestic production at least reaches total mobilization needs. 

As the committee knows, there is no existing procedure under which 
action can be taken to protect our mobilization base from import in- 
jury. With any further extension of the trade-agreement authority, 
there should be a suitable provision such as has been recommended by 
SOCMA to require that tariff policy be measured by proper Govern- 
ment agencies against our overriding national defense policy of main- 
taining total capacity in a state of readiness to meet a full mobilization 
emergency. 

As I explained to you, import displacement of finished chemicals 
feeds back to displace intermediates used in making them. In the 
example of the four vat dye defense chemicals, anthraquinone would 
be affected, and so it has been. One domestic producer has stated 
that mobilization capacity added by it during the Korean emergency 
in the amount of 792,000 pounds is now standing idle, while imports, 
under the existing duty, reached 730,000 pounds in 1953. This repre- 
sented a 40-percent increase over 1952’s imports of 511,949 pounds. 

We do not believe that foreign trade would experience any signifi- 
cant increase as a result of lower tariffs on organic chemicals—at least 
not for several years. More likely, prices would be depressed in pro- 
portion to tariff reductions. Since there is an excess of domestic ca- 
pacity, domestic producers would find it more economical to meet or 
better import prices than to have their facilities lie idle or operate at 
a low rate. 

If reduction in duties would not add significantly to international 
trade, there would, of course, be little reason for doing so, at least at 
this time. Prudence would suggest that we first ascertain the effects 
of the cut in duties on organic chemicals which were made in 1951. 
We have not yet experienced the full effect of those reductions. 

Section 3 (a) (2) (D) (ii), page 4, of the bill, has extremely dan- 
gerous implications which probably are not apparent to persons un- 
familiar with the chemical industry. It infers that products, including 
chemicals, not being imported, or being imported in negligible quanti- 
ties, are being kept out of our market by tariffs. Obviously, there are 
many reasons other than tariffs. But because of the interrelation of 
all organic compounds, reductions in tariffs on thousands of chemical 
compounds which might be included in such categories would be tanta- 
mount to reducing duties on chemicals which are being imported in 
substantial quantities. 

It took special tariff treatment to bring our industry into existence, 
and foster its expansion. The Nation has been repaid many times over 
by the great contribution which it has made to the strength of the 
domestic economy, to better living through the products of our un- 
paralleled research activities, and to the fiber and sinew it has put 
into our Nation’s industrial might for defense. 

In nearly every State of the Union organic chemical plants and 
laboratories offer inspiration and opportunity for students who are 
attracted to the professions of chemistry and engineering. 
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The race for technical manpower is in many ways as vital as that for 
industrial might itself, and our industry through its steady growth in 
professional and scientific opportunities makes a rich contribution to 
our national resources in scientific personnel. 

Whatever course foreign economic policy is to take, it should be 
deeply concerned with maintaining a vital, dynamic, basic industry 
sack as ours. America will lose far more than the payrolls of our 
oo the taxes of our establishments, and the steady impetus we 
1ave been giving to our gross national product, if we allow the enthu- 
siasm in certain quarters for “leadership” in lowering tariffs to sap 
the vitality of the synthetic organic chemical industry. 

We urge you to reexamine existing procedures; the protection they 
provide is too little and too late. The dynamic quality of our indus- 
try should be recognized and preserved for its present and potential 
contributions to our general welfare. 

The Cuarrman. Your complete statement will be inserted in the 
record at this point. 

(Statement referred to is as follows:) 


STATEMENT OF D. G. RoGERS, PRESIDENT NATIONAL ANILINE DIVISION, ALLIED 
CHEMICAL & Dye Corp., BerorE Hous—E WaYs AND MEANS COMMITTEE ON H. R. 
1, THURSDAY, JANUARY 27, 1955 


My name is D. G. Rogers. I am President of National Aniline Division, Allied 
Chemical & Dye Corp. Allied was formed in 1920 because our experience in the 
First World War proved the folly of relying upon foreign sources of supply for 
many vital chemicals. It was nurtured and grew because a wise tariff policy 
adopted in 1922 equalized the great disparity between costs of production at 
home and abroad and enabled domestic chemical manufacturers to expand along 
with the rest of domestic industry. 

Allied is both a pioneer and one of the largest domestic producers of inter- 
mediates. It has the know-how and enjoys whatever advantages accrue from 
large-scale production and integrated operations. Its predecessors, now its 
operating divisions, developed and operated the first coal-tar still in the United 
States in 1854, constructed the first byproduct coke ovens in the United States in 
1892, and produced the first coal-tar intermediate ever made in the United States 
(aniline) in 1914. Allied has long been recognized as one of the leaders in the 
fractional distillation of coal-tar products, in the recovery of the valuable constit- 
uents of coal for use in making intermediates, and in the production of inter- 
mediates and thousands of organic end products. 

During World War II, the company was able to fulfill the goal of its founders 
by responding to all the demands made upon it by the war production program. 
In addition to its all-out production of industrial war materials, intermediates 
and dyestuffs for military uses, the company developed and produced highly 
essential military products and successfully completed a number of important 
research projects for various agencies of the Government, including the Ordnance 
Department, the Army Medical Corps, Chemical Warfare Service, Rubber Reserve 
Corporation, Army Surgeon General’s Office, War Production Board, Office of 
Scientific Research and Development, and Maritime Commission. These things 
the company was ready, willing and able to do because it had an ample reservoir 
of skilled labor, technologists and management actively working at their 
specialties. 

Today, Allied makes over 3,000 different chemical products in 26 States. But 
I am going to direct my testimony primarily to the organic chemical field, with 
which I have been associated for over 39 years. National Aniline Division is a 
producer of over 2,000 distinct chemical compounds. It has plants in Buffalo, 
N. Y.; Hopewell, Va., and Moundsville, W. Va., and employs over 2,500 employees. 

We support the views expressed here by the Synthetic Organic Chemical Man- 
ufacturers Association, both for ourselves and for our fellow members in that 
association. We hope to help you understand the nature of the organic chemical 
industry’s problem in relation to foreign competition and the reasons for its 
position on H. R. 1. 
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Our industry produces over 7,000 finished organic chemicals in commercial 
quantities. Amazingly, these all stem from a handful of crude organic chemi- 
cals which are the starting point of our manufacturing process. These crude 
materials, chiefly benzene, toluene, and naphthalene, each duty free, are used 
for their carbon content, the one common element of all organic chemicals. By 
complicated processing steps, these crudes are combined with still other ele- 
ments, such as oxygen, nitrogen, chlorine, or sulfur, to make new and more 
complex compounds. Such compounds, known as intermediates, become in turn 
the starting materials or stepping stones to hundreds of other intermediates and 
ultimately to thousands of finished products, such as dyes, medicinals, pharma- 
ceuticals, explosives, synthetic rubbers, plastics, resin materials, agricultural 
chemicals, detergents, flavor and perfume materials, and miscellaneous chemicals. 

As you might imagine from the great variety of chemicals referred to, our 
operations quickly cease to bear any resemblance to mass-production methods. 
Most of our chemicals are made in relatively small quantities. Each finished 
chemical may require the prior and successive production of as many as 20 
inte: mediates in its production. All but the few primary intermediates are 
made by batch processing. Each is produced in a series of processing steps in 
which the physical influences of heat, pressure, and mixing are combined with 
the chemical reaction of oxidation, reduction, chlorination, hydrolysis, halogena- 
tion, caustic fusion, alkylation, carboxylation, nitration, sulfonation, condensa- 
tion, liming, diazotizing, and coupling. Close attention and expert manipulation 
by highly trained chemists, engineers, and skilled workmen are required. The 
processing involved in producing a particular finished chemical may take weeks 
or even months, and a final product may weigh as little as one-eightieth as much 
as the materials used in making it. 

The synthesis of organic compounds inevitably yields isomers, coproducts, and 
byproducts, in addition to the specific intermediate or finished chemical under 
production. It is therefore necessary for the organic chemical producer to give 
very careful consideration to the chemicals he wishes to include in his product 
line. Unless the producer has a market or a use for each, his entire operation 
may prove uneconomical. For the most part, the twelve-hundred-odd inter- 
mediates made commercially in this country are produced by dyestuff manu- 
facturers in the course of making more than 2,000 dyes, colors, and pigments 
which are needed by the textile, food, printing, and paint industries and the 
medical profession. For example, our own company makes more than 700 
different dyes, each a distinct compound. We produce over 300 intermediates 
required in their production and, from them and their byproducts, coproducts, 
and isomers, make several hundred other products. Our dye-manufacturing 
operations would be uneconomical if we were unable to sell or use all of them. 

Because of the interdependence of the entire product line, foreign competition 
in respect of one of our products impinges not only on that product but on all 
related products as well. Of equal importance, if tariff reduction on finished 
products makes it uneconomical for a domestic producer using our intermediates 
to continue in their production, the effect would be felt in our entire product line. 

The branching structure of the organic chemical industry, and the reciprocal 
relationship which nourishes it, is like that of a tree. The coal-tar crudes 
represent the roots, the simpler intermediates the trunk; the more complex inter- 
mediates, the main branches; the finished chemicals, the smaller branches and 
twigs; and the textiles, medicines, plastic products, ete., which consume our 
finished products, the leaves. Such an organic entity with all its parts inter- 
related is essentially inseparable; no part can be disturbed without affecting in 
some degree all other parts. Injury to the roots, trunk, or branches, or defoli- 
ation damage will damage the whole. 

The manifold operations involved in civilian manufacture are, with slight 
variations, indispensable to national. defense and the public welfare. The 
quick convertibility, abroad as well as at home, of the industry’s plants, equip- 
ment, and technologies from the production of peacetime dyes and intermediates 
to those required in wartime, for drugs, explosives, synthetic rubber, etc., has 
been the major reason for the tariff protection (or other protective measures) 
provided for the industry by every major industrial nation in the world. Each 
has recognized the vital importance of fostering such an industry in the interest 
of its own national defense. 

As a result of expansion to meet defense mobilization goal and other factors, 
overall capacity of the industry is today far in excess of present needs. As a 
result of this excess capacity and increased import competition, domestic pro- 
ducers have reported many plants have been operating as low as 50 to 70 percent 
of capacity and prices have been depressed. From August of 1953 to August of 
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1954, our industry experienced a decline in employment from 229,000 to 201,000 
production workers. This loss of 28,000 workers represented a 12 percent re- 
duction, exceeding the decline in the same period of all manufacturing (11.5 
percent), the nondurable goods industries (6.2 percent), and the larger chemicals 
and allied products group (6.4 percent). 

Today, substantial areas of our business are essentially at the crossroads. 
Many of our production facilities are old and will need substantial replacements 
in the next few years. Yet by any normal standard substantial segments of this 
business cannot be considered profitable, even under present tariff rates. The 
present outlook offers little inducement for management to invest additional 
large sums of money in plants and equipment, or for prospective employees to 
spend years in educational or training programs for work in this field. 

Without adequate tariff protection our industry cannot successfully compete 
with the foreign producers. The batch-processing methods required in our 
industry give our products a high labor content. These are the same methods 
which are used in the great chemical-producing nations abroad. Average wages 
paid to chemical production workers abroad range from 26 to 52 cents an hour 
depending on the country, compared with an average of $1.90 for employees in 
our industry. 

The foreign chemical industry has more than recovered its prewar strength— 
in some instances production has doubled. The chemical industry in the United 
Kingdom, for example, is the strongest and most vigorous of British industries, 
having increased its production over 50 percent between 1948 and 1953.1 West 
Germany has done even. better. During 1953 it boosted its production of chemi- 
cals to 182 percent of its prewar output, and in 1954 it reached 215 percent. In 
1953 West Germany increased her chemical exports by 31 percent, despite intense 
competition with the British. According to the OEEC’s December 1954 report 
on economic conditions in Germany, expansion of production in the chemical 
industry is still proceeding rapidly (through the first 8 months of 1954). 

The OEEC reports that the greatest proportionate increase in chemical pro- 
duction of any of its member countries since 1950 occurred in Italy, with a 
57 percent increase. This increase also exceeded the rate of increase in total 
industrial production in Italy. 

In France there has been a steady rise in production in the chemical industry 
since the war (except for 1952). Based on 1950 as 100 the index of production 
of the French chemical industry rose to 128 by January 1954, compared with 121 
for all industrial production. The French have also developed a new organic 
chemical industry based on petrochemicals, and new plants have commenced 
operations in plastics production. The French dyestuffs industry is carrying out 
a large-scale modernization program. 

Between 1951 and 1953, the OEEC countries turned a deficit of 14 percent in 
chemical trade, with the so-called dollar area, into a surplus of 28 percent. 

The ability of the foreign organic chemical industry to compete in the United 
States at existing tariff levels is shown by the steady increase of the value of 
United States imports postwar, from $9 million in 1947 to nearly $51 million in 
1953 (table I). 

The competitive advantage of foreign intermediates and dyes is illustrated 
by actual prices pertaining to recent transactions between foreign countries 
which have come to our attention. Of 52 intermediates and dyes for which 
actual prices were obtained, selling prices on 21 products was so low that their 
landed-cost duty paid in the United States would be below the domestic prices 
on comparable United States products (see table IT). 

The competitive impact of imported dyes at the present duty level is further 
illustrated by four military vat dyes, golden orange RRT, brown AR, brown AG, 
and khaki 2G. The accompanying chart (following the tables) shows the 
scheme of chemical synthesis involved in and the many products entering into 
the batch production of these colors. Imports of these four military dyes in- 
creased from 263,000 pounds in 1952 to 531,000 pounds in 1953, over 100 percent. 
Domestic sales of these four dyes declined nearly 100 percent, in the same period 
(see table III). Imports of vat dyes as a class increased from 500,000 in 1952 
to 1.2 million pounds in 1953, a 120 percent increase. This large line of vat-dye 


1 With 1948 as 100, the British chemical industry increased its pepencion by 1953 to an 
index of 151, with the next onaees industry, motor vehicles, at 138. The average for all 
British industry was 121. The British chemical industry was little harmed in the war, and 
the 1950 production was at least six times that of 1985. Nearly $2,500 million has been 
budgeted by the British industry for expansion since 1948 

3The report refers to Italy’s “striking advances in the chemical industry due to petrol- 
eum refining and petrochemicals, fertilizers, explosives, and synthetic fibers.”’ 
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imports is impairing the industry’s capacity required for the production of de- 
fense colors in the event of mobilization. 

The important position of anthraquinone (an intermediate) in the synthesis 
of the military dyes is also shown in the accompanying chart. The anthra- 
quinone vat-dye capacity prior to January 1951 was 37 million pounds per year. 
Under the mobilization program, this was expanded to 48 million pounds. Sales 
of domestic anthraquinone vat dyes in 1953 amounted to only 32.5 million 
pounds, leaving an indicated idle capacity of 15.5 million pounds. The sales 
trend for vat dyes was off somewhat in 1954, so that we estimate 1954 sales of 
anthraquinone vat dyes to be about 23 million pounds. On this basis, indicated 
idle capacity in 1954 was about 25 million pounds or 52 percent of the industrial 
capacity projected for defense requirements. 

It is, of course, obvious that imports are not responsible entirely, or even 
in major part, for this measure of idle capacity. Under existing policies of the 
Government, however, it is desired to keep mobilization capacity in readiness 
for instant use in the event of a full emergency. As the Joint Committee on 
Defense Production recently said : 

“Adding new capacity [for mobilization] can be futile * * * unless the 
mobilization base, built at great cost, is maintained in the maximum possible 
state of readiness.” 

Idle chemical-plant capacity does not remain in existence for long. It must 
be kept in use, or it rusts or will be diverted to other uses. National defense 
interests strongly suggest that imports should slacken off until domestic pro- 
duction at least reaches total mobilization needs. 

As the committee knows, there is no existing procedure under which action 
can be taken to protect our mobilization base from idleness resulting in whole 
or in part from import injury. With any further extension of the trade-agree- 
ment authority, there should be a suitable provision such as has been recom- 
mended by SOCMA to require that tariff policy be measured by proper Govern- 
ment agencies against our overriding national-defense policy of maintaining 
total capacity in a state of readiness to meet a full mobilization emergency. 

As I explained to you, import displacement of finished chemicals feeds back 
to displace intermediates used in making them. In the example of the four-vat 
defense chemicals, anthraquinone would be affected, and so it has been. One 
domestic producer has stated that mobilization capacity added by it during the 
Korean emergency in the amount of 792,000 pounds is now standing idle. In 
addition, imports of anthraquinone, under the existing duty, reached 730,000 
pounds in 1953. This represented a 40 percent increase over 1952’s imports 
of 511,949 pounds. 

It took special tariff treatment to bring our industry into existence and foster 
its expansion. The Nation has been rapaid many times over by the great con- 
tribution which the industry makes to the strength of the domestic economy, 
to better living through the products of our unparalleled research activities, 
and to the fiber and sinew it puts into our Nation’s industrial might for defense. 
In nearly every State of the Union organic chemical plants and laboratories 
offer inspiration and opportunity for students who are attracted to the profes- 
sions of chemistry and engineering. The race for technical manpower is in 
many ways as vital as that for industrial might itself, and our industry through 
its steady growth in professional and scientific opportunities makes a rich 
contribution to our national resources in scientific personnel. 

Whatever course foreign economic policy is to take, it should be deeply con- 
cerned with maintaining a vital, dynamic, basic industry such as ours. America 
will lose far more than the payrolls of our plants, the taxes of our establish- 
ments, and the steady impetus we have been giving to our gross national prod- 
uct, if we allow the enthusiasm in certain quarters for “leadership” in lowering 
tariffs to sap the vitality of the synthetic organic chemical industry. We urge 
you to reexamine existing procedures; the protection they provide is too little 
and too late. The dynamic quality of our industry should be recognized and 
preserved for its present and potential contributions to our general welfare. 


TABLE 1.—United States imports of synthetic organic chemicals 


$9, 340, 467 | 1951 

18, 289, 890 44, 518, 387 
18, 012, 534 | 1953 

32, 414, 471 


Source: Data for 1947-52, Trade, Strength, and Security, S. O. C. M. A., N. Y., 1953, p. 
157; data for 1953, Bureau of Census, Foreign Trade Rept. No. 9011, August 1954. 
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TABLE 2 
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To protect the source of these data, product names have been omitted. If the 
committee desires this information we shall be happy to submit it in confidence. 


TABLE 3 


SCHEME OF SYNTHESIS OF SEVEN DEFENSE VAT COTORS 


Computed weight Percent 
Defense color ——_———_ | 1082 sales | 1953 sales ——- 
1952 imports | 1953 imports sales 1953 


Pounds Pounds 
EG BiiGcacsenntcoas ae 272, 090 
Do 224 Sse me 155, 102 
we 83, 390 
20, 809 
531, 391 


Source: Import data, U. 8. Tariff Commission, Imports of Coal-Tar Products 1952, 1953; domestic sales 
data, U. 8S. Tariff Commission, Rept. No. 174 (2d series) and No. 190 (2d series). 
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The Cuamman. We thank you for your appearance and the infor- 
mation given the committee. Are there any questions? 

Mr. Miuts. Mr. Chairman? 

The Cuarrman. Mr. Mills, of Arkansas, will inquire. 

Mr. Mits. Mr. Rogers, is the National Aniline Division a sub- 
sidiary of Allied Chemical & Dye Corp. ? 

Mr. Rocers. It is a division of Allied Chemical & Dye. It used to 
be a subsidiary company, but was incorporated as a division later. 


Mr. Minus. May I know the name of the president of Allied for the 
record ? 


Mr. Rocers. Fred J. Emmerich. 

Mr. Mitts. Is that the same Fred J. Emmerich who is a member 
of the board of trustees at CED? 

Mr. Rogers. I do not really know. 

Mr. Miiis. CED lists Mr. Fred J. Emmerich, president, Allied 
Chemical & Dye Corp., New York, N. Y. 

Mr. Rogers. That is the man, then. 

Mr. Mitxs. Do you know whether or not he supports the statement 
you make or whether he supports the statement made by Mr. 
Peterson ? 

Mr. Rogers. I am sure he supports the statement that Imade. I do 
not know about Mr. Peterson’s statement. I have not seen it. 

Mr. Mitis. Mr. Peterson endorsed this program of gradual reduc- 
tion of tariff duties as suggested in H. R. 1. Do you know whether 
Mr. Emmerich is in opposition to H. R. 1 or for H. R. 1? 

Mr. Rocrrs. I know he read this paper before I came down here, 
and I understand he was in sympathy with it. 

Mr. Muzs. Thank you. 

The Cuairman. Are there further questions? 

Mr. Jenkins. Mr. Chairman? 

The Cuarrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. First, I would like to know about the Allied Chemical 
Co. at these locations they have in southern Ohio, and the northern 
part of West Virginia and Kentucky. Are you familiar with them? 

Mr. Rogers. National Aniline has a location recently established 
near Moundsville, Va. 

Mr. Jenxtns. Allied Chemical has two big plants in my hometown. 

Mr. Rocers. That is right. 

Mr. Jenkins. And then they have a big plant at South Point, 10 
miles away. 

Mr. Rogers. That is right. 

Mr. Jenxrns. And they are all branches of Allied Chemical. Do 
you speak for them ? 

Mr. Rogers. No; I am speaking for the National Aniline Division. 

Mr. Jenxins. What would be your notion as to how they feel with 
reference to this matter? 

Mr. Rocers. I do not really know. My own personal opinion is 
that the situation on tariff is much more serious for the synthetic 
organic chemical manufacturing companies than it is for the large, 
mass production chemical industries. The synthetic organic chemical 
producers have very few products, aside from the petrochemical 
group, which are made in mass production operations. 
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Ours are made mostly, and practically wholly, by batch process op- 
eration, where there is not the opportunity for labor saving and auto- 
matism that there is in a mass-production type of assembly-line 
operation. 

Mr. Jenkins. These plants down there are all making a different 
product, though; are they not? 

Mr. Rogers. That is right. 

Mr. Jenxrns. Consequently, they would naturally be in the same 
category with your company ? 

Mr. Rogers. Not necessarily, Mr. Jenkins. 

For instance, ammonia, which is what the Nitrogen Division makes 
at South Point; ammonia, methylalcohol and things of that nature, 
are all made on large, continuous operations. They are not batch 
processed. The same thing is true for Barrett in Ironton, and is 
largely true for Solvay at Moundsyville, and to a lesser extent is so for 
Solvay at Ashland. 

Mr. Jenxins. They all go under the classification of chemical 
plants, though, do they not ? 

Mr. Rogers. It must be borne in mind that for an operation of an 
assembly line character, such as ammonia which is made at South 
Point by Allied, under the Nitrogen Division control, is an entirely 
different proposition from these four vat dyes which I mentioned 
that we make in our Buffalo plant. There I do not think Nitrogen 
cares one fig for any possible importation of ammonia into this 
country. 

Even assuming that the labor rates by which ammonia is made 
abroad are lower than what we pay here, assuming that their tech- 
nology is very close to what ours is here, ocean freight alone would 
be enough of a factor to make it very difficult for foreign manufac- 
turers of ammonia to ship the material here and sell it competitively. 

Mr. Jenxrns. I see you have mentioned Hopewell here. Are they 
the same people who brought a whole lot of workers into these plants 
in our section ? 

Mr. Rogers. The initial plant was in Hopewell. We have a plant 
under construction, which is partly under construction and partly 
in operation, in Hopewell, adjacent to Nitrogen’s plant there. 

Mr. Jenxins. Thank you. 

The CuatrmAn. Thank you, Mr. Rogers, for your appearance. 

The next witness is Mr. Sidney C. Moody. 

Come forward, please, sir. 

Will you give your name, address, and the capacity in which you 
appear, for the record? 


STATEMENT OF SIDNEY C. MOODY, VICE PRESIDENT OF 
AMERICAN CYANAMID CO. 


Mr. Moopy. Mr. Chairman, in the interests of trying to save time, 
I have shortened my oral presentation from the written statement. 
The Cuatrman, We appreciate that very much. 
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Mr. Moopy. Mr. Chairman, I am Sidney C. Moody. I am here 
on behalf of American Cyanamid Co. of which I am a vice president. 
I appeared before your committee before, on the subject of tariff 
policy, as president of the Synthetic Organic Chemical Manufac- 
turers Association of the United States. 

Our company manufactures and sells a diversity of chemicals, in- 
cluding agricultural chemicals, biologicals and pharmaceuticals, dye- 
stuffs and intermediates, synthetic resins and plastics, industrial ex- 
plosives, and industrial chemicals. The larger part of our operations 
is in the field of organic chemicals. 

We have 33 plants in the United States, at which we employ ap- 
proximately 15,000 employees. The organic chemicals division of 
our company operates 8 plants and employs approximately 5,400 
employees. Our eight plants in the organic chemicals division are 
located in New Jersey, West Virginia, Virginia, Pennsylvania, Ohio, 
North Carolina, and Louisiana. Our fine chemicals and pharma- 
ceutical divisions operate two additional plants in New Jersey and 
New York. 

We concur in the recommendation made by Mr. Samuel Lenher, 
president of the Synthetic Organic Chemical Manufacturers Associa- 
tion of the United States before this committee. 

My remarks will stress the need for the maintenance of a national 
tariff policy which recognizes the absolute necessity of preserving the 
American organic chemical industry, uniquely vital in peace, and in- 
dispensable in war. 

The Trade Agreements Extension Act of 1954 provides that no 
action shall be taken under the trade agreement authority to decrease 
the duty on any article, if the President finds that the reduction would 
threaten domestic production needed for projected national defense 
requirements, The purpose of this congressional mandate is to pro- 
tect defense mobilization capacity from import injury. 

The foregoing policy is realistic and farsighted. It is not clear to 
us, however, that it is being followed. Organic chemical interme- 
diates are the very core of the organic chemical industry. Yet, on 
November 12, 1954, notice was given and hearings were held with 
respect to the United States intention to negotiate under the Trade 
Agreements Act of 1934, as amended and extended, with Japan and 
other countries. In the list of articles proposed for trade-agreement 
negotiations were, with few exceptions, the entire field of organic 
intermediates. In these proposals, therefore, I believe the congres- 
sional mandate was ignored. At those hearings, we urged strongly 
that the organic intermediates be deleted entirely from the list of 
articles proposed for negotiation. 

If the lessons of World Wars I and II, and the Korean emergency, 
have taught us anything, certainly they have made clear that the 
organic intermediates, which are the pillars of our most vital defense 
industry, cannot thus be placed on the block for international bargain- 
ing. In the countries with whom negotiations would undoubtedly be 
held are our most powerful and effective foreign competitors, 

The Congress has the power to make war, regulate foreign com- 
merce, and provide for the national security. We turn to you, there- 
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fore, to require that the mandate of Congress in the 1954 Extension 
Act be observed, and that the defense capacity of the organic chemical 
industry be not sacrificed for some passing trade advantage. 

Before I discuss the ever-increasing demands made of our industry 
in time of war, let me tell you how some of our organic chemicals are 
used. The widespread use and importance of organic chemicals are 
not commonly understood, because more than 80 percent of our prod- 
ucts are consumed by other industries in making their finished 
products. 

From a few basic raw materials stem a very large number of inter- 
related compounds, known as intermediates, which by chemical 
processes are converted into a wide diversity of finished goods such 
as synthetic rubber, plastics, synthetic fibers, agricultural chemicals, 
detergents, organic dyes, pigments, photographic chemicals, disin- 
fectants, vitamins, pharmaceuticals, fine chemicals, and explosives. 

Synthetic rubber is the most widely known example of the ability of 
the organic chemical industry to convert quickly to a wartime basis, 
and put its trained staff of researchers to work on an emergency 
project. The resourcefulness and ingenuity of the industry in de- 
veloping know-how and trained scientists, technologists, and tech- 
nicians, from the already existing reservoir of technical personnel, 
provided a completely new $700 million industry within 18 months 
after the foreign supply of natural rubber was cut off in 1941. 

The aircraft industry relied heavily on organic chemicals with 
more than 200 chemical components in each plane built. For example, 
chemicals were in domes and canopies, parachutes, instrument dials, 
insulation, plastic coating for electronic systems, and antifreezes. 
They also went into aviation gasoline. Into a modern battleship went 
more than 1,000 chemical products. 

Many explosives and scores of mixtures and combinations were 
used in depth bombs, aerial bombs, incendiaries, trench mortars, 
rockets, rocket propellants, and flares. 

In addition, our industry supplied the Armed Forces, as well as our 
civilian population, with drugs and scores of the other chemicals 
essential to health and comfort. In that connection in the Second 
World War the sulfa drugs are an example. 

In all, more than 1,500 different organic chemicals were used di- 
rectly or indirectly for military or essential civilian purposes during 
ae d War II, and at least 100 others were developed and used in 
Corea. 

In addition to providing productive facilities for the many chemi- 
cals required for the war effort, the chemical industry served the Man- 
hattan project and other work leading to the atomic bomb with both 
scientists and materials. Between 1950 and 1953, about 20,000 chemi- 
cal company workers were employed at eight Atomic Energy Com- 
mission installations. At the present time, almost 4,000 chemists and 
chemical engineers are employed in such projects. 

The Korean emergency, however, although only a partial mobiliza- 
tion, superimposed tremendous military requirements upon the nor- 
mal increasing civilian needs. Many new military items such as 
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bulletproof vests, rockets, napalm bombs, jet fuels, and new drugs re- 
nirediailliona of pounds of chemicals. 

Let me now discuss with you the demands made upon our industry 
in each successive emergency and the performance expected of us in 
the event of a future all-out emergency. 

Total production of organic chemicals for peacetime use, in 1939, 
was 4 billion pounds. World War II at its peak, in 1944, placed a 
demand upon our industry of 15 billion pounds, which we met. 
Ninety-two percent of this total production was consumed in military 
or essential civilian uses. At the peak of the Korean emergency, in 
1951, total demands on the industry reached 27.5 billion pounds. 

But even this tremendous production, nearly seven times our prewar 
output, and almost double World War IT’s peak, is not sufficient for 
defense mobilization needs in the event of a future all-out emergency. 

Under certificates of necessity, issued by the Defense Production 
Administration, our industry is expanding its capacity from 27.5 bil- 
lion pounds, in 1951, to cepile slightly more than 36 billion pounds by 
1956. In 1953, our capacity was approximately 29 billion pounds. 

Our industry is, therefore, about 7 billion pounds short of the re- 
quired mobilization capacity. 

The displacement of American production by increased imports 
would discourage the installation of increased capacity to meet require. 
ments for defense mobilization. In addition, it would render idle 
increasing segments of our existing capacity which would in time be 
lost to our mobilization potential. 

In any future war we shall not have the 2 years’ lead time we had 
in 1914 and 1939. We will probably be attacked first, and with enor- 
mous power. 

Our productive capacity, including our mobilization capacity, our 
research which is the lifeblood of our industry, our development of 
an increasing number of new products, and our reservoir of technical 
personnel, make our industry convertible quickly to meet the most 
exacting demands of modern war. This very convertibility has been 
the dominant reason for the degree of tariff protection and other 
incentives given by all the principal countries of the world to their 
organic chemical industries. 

Under our national tariff policy for organic chemicals, our industry 
was given the opportunity to develop processes, techniques, facilities, 
and trained personnel to enable it to meet the extraordinary demands 
I have described. This policy must be preserved, if the synthetic 
organic chemical manufacturing industry is to continue the out- 
standing rate of expansion which has been determined to be vital 
to our national welfare and security. 

We urge that whatever form our national foreign economic policy 
shall take, the Congress do not fail to safeguard the American organic 
chemical industry and its essential defense mobilization productive 
capacity from import injury. 

Thank you for your kind attention. 

The CuarrMan. Does that complete your statement, Mr. Moody? 

Mr. Moopy. It does, sir. 

The Cuamrman. We thank you your appearance and the informa- 
tion given the committee. 

Are there any questions? 
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We thank you, sir. 

The next witness is Mr. Joseph H. Courtney. 

Is Mr. Courtney here? 

Please give your name, address, and the capacity in which you 
appear, for the record. 


STATEMENT OF JOSEPH H. COURTNEY, TREASURER OF THE MOR- 
GANTOWN GLASSWARE GUILD, INC., MORGANTOWN, W. VA., AND 
REPRESENTING MEMBERS OF THE AMERICAN GLASSWARE 
ASSOCIATION MANUFACTURING HANDMADE TABLE SERVICE 
TUMBLERS AND ORNAMENTAL GLASSWARE 


Mr. Courtney. My name is Joseph H. Courtney. I am the treas- 
urer of the Morgantown Glassware Guild, Inc., of Morgantown, 
W. Va. Our business has been in existence for over 50 years. I 
appear on behalf of my own company and also for members of the 
American Glassware Association who manufacture handblown and 
pressed table, stem, and art glassware and tumblers. This ware can 
be conveniently referred to as table-service glassware. The associa- 
tion membership covers about 75 percent of the manufacturers who 
produce this ware and I believe the other 25 percent is in entire accord 
with our position. 

Handmade glassware is the oldest manufacturing industry in this 
country, as it was started in Jamestown, Va., in 1607. 

In the past, representatives of the American Glassware Association 
who have appeared before your committee, have felt that sometimes 
your members have been confused as to just what part of the glassware 
industry we were talking about. 

I call your attention herewith to exhibit A, which I ask be included 
in the record. 

The Cuarrman. Without objection, all of your exhibits will be 
included in the record. 

(The documents above referred are as follows :) 





1164 TRADE AGREEMENTS EXTENSION 


ExuHisit A.—Glass and glassware—United States production, imports for con- 
sumption, and domestic exports, by kinds, years 1950 to 1952, inclusive. 





Production 
Glass and glassware 
1950 1951 | 1952! | 1953 ! 


| 


Flat glass, total _-_.. 2 $440, 000, 000 2 $470, 000, 000 | 2 $485, 000, 000 2 $500, 000, 000 
Glass containers, machine and hand | 
made, total , 000, * 4 560, 000, 000 | +4 542,000,000 | # «57,000, 00 





Pressed and blown glassware: | 
Tumblers, stemware, table, kitchen, 
cooking, and art ware: 
Machine made: 

Tumblers and stemware 38, 273, 000 , 596, , 447, 42, 904, 000 

Other table, kitchen, cooking, 

and art ware.___- 45, 197, 000 . F , . 53, 854, 000 

Value added by cutters and 

decorators 2 4,000, 000 , 500, , 000, 2 4, 500, 000 





Total, machine made-___-.--. 87, 470, 000 , 000 , 601, 101, 258, 000 





Handmade: 
Blown tumblers, stemware, 
and other table, kitchen, 
and art ware 15, 741, 000 16, 312, 000 15, 334, 000 14, 971, 000 
Pressed tumblers, stemw are, 
and other table, kitchen, 
and art ware___- 13, 769, 000 15, 278, 000 | 14, 779, 000 15, 364, 000 
Value added by cutters and 
CNNOIEE. ft cece enti 2 2, 500, 000 2 2,000, 000 2 2,000, 000 2 1, 500, 000 


Total, handmade_---_--__- 32, 010, 000 33, 590, 000 32, 113, 000 31, 835, 000 








Total, tumblers, stemware, 
table, kitchen, qookine, 
and art ware.____- . 119, 480, 000 127, 127, 000 130, 714, 000 133, 093, 000 





Illuminating and electronic ware: 
Globes, shades, bowls, ete_----- 5 13, 207, 000 12, 710, 000 11, 234, 000 10, 474, 000 
Lamp chimneys and lantern 

globes J 2, 189, 000 2, 301, 000 2, 010, 000 2, 056, 000 
Other including prisms, lenses, 
light bulb blanks, electrical 
tubing, television, ‘radio, and 
other electronic blanks 7, 872, 93, 091, 000 102, 587, 000 134, 019, 000 





Total, illuminating and elec- | 
tronic ware 108, 102, 000 . 115, 831, 000 146, 549, 0 000 





Technical, scientific, industrial, and 
other pressed and blown ware, total | 
(includes Christmas tree orna-| 
ments, glass blocks, insulators, and | | 
miscellaneous types of glass) -__..---| _%8, 448, 000 96, 210, 000 | 85, 054, 000 








Total, pressed and blown glass 
industry --_- : _, 196, 000 | si, 4 439, 000 s3l, 599, 000 | 367, 865, 000 








All other glass and glassware, total (in- | | 
cludes optical and ophthalmic glass and | 
lenses, fiber glass, etc.)......-....-.----| #110, 000, 000 | ? 140, 000, 000 ? 150, 000, 000 5, 000, 000 


Grand total, glass and glassware ___- 2 1, 336, 196, 000 | 24, 491, 439, 000 | 21, 508, | 599, 000 71, 619, 865, 000 








See footnotes at end of table. 
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Glass and glassware 


Flat glass, total 
Glass containers, machine and hand | 
made, total 
Pressed and blown glassware: 
Tumblers, stemware, table, kitchen, | 
cooking, and art ware: 
Machine made: 
Tumblers and stemware 
Other table, kitchen, cooking, 
and art ware............ 
Value added by cutters and 
decorators. : 


Total, machine made 


Handmade: 

Blown tumblers, stemware, 
and other table, kitchen, 
and art ware 

Pressed tumblers, stemware, 
and other table, kitchen, 
and art ware 

Value added by cutters and 
decorators 


Total, handmade__.__.._-- 


Total, tumblers, stemware, 
table, kitchen, cooking, 
and art ware 


Illuminating and electronic ware: 
— shades, bowls, ete. 


Other including prisms, lenses, 
light bulb blanks, electrical 
tubing, television, ‘radio, and 
other electronic blanks._.___- i 


Total, illuminating and elec- | 
tronic ware 


Technical, scientific, industrial, and 
other pressed and blown ware, total 
(includes Christmas tree orna- 
ments, glass blocks, insulators, and 
miscellaneous types of glass) 


Total, pressed and blown glass in- 
All other glass and glassware, total (in- 


cludes optical and ophthalmic glass and 
lenses, fiber glass, etc.)...........-...-. 





Grand total, glass and glassware...-| 


Imports (foreign value) 





3 $6, 365, 249 
5 318, 997 


1951 


1952 ! 


3 $10, 830, 949 


* 526, 515 | 


§ $7, 397, 978 | 


5 335, 330 





412, 852 | 





6 2, 779, 399 | 


#310, 000 | 


3, 089, 399 | 


6 4, 169, 592 | 


6 463, 288 





3 103, 935 


11, 289 | 
| 

241 | 

| 

| 

| 


78 2, 078, 205 


4, 645, 732 


102 | 


7 2, 387, 848 | 


4, 42 & 880 


6 4, 221, 658 | 


6 469, 073 | 


71,715, 015 


1953 ! 


3 $19, 608, 172 
5 413, 434 


4 266, 276 
6 4, 627, 084 
6 514, 000 
5, 141, 084 


5, 407, 360 


21, 685 


867 


7 1, 799, 203 





| 
2, 089, 735 | 


- 





2, 344, 546 | 


2, 397, 863 | 


1, , 742, ac a 


2, 824, 964 | 


_1,821, 755 


2 210, S42 








9, 277, 4 | 





7, 5388, 216 


10, 023, 900 | 








57600—55—pt. 1——-75 


10 124, 343 | 
14, 346, 805 | 


10 294, 814 | 


21, 675, 178 


ahs bo 


1 368, 891 | 


17,379,993 | 
| 


10781, 311 


30, 242, 874 
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Glass and glassware 


Flat glass, total 
Glass containers, 
made, total 


machine and hand 


Pressed and blown glassware: 
Tumblers, stemware, table, kitchen, 
cooking, and art ware: 
Machine made: 
Tumblers and stemware 
Other table, kitchen, cooking, 
and art ware 


Value added by cutters and | 
GR irawecuuucadssszes | 


Total, machine made 


Handmade: 


Blown tumblers, stemware, | 
and other table, kitchen, | 


and art ware 


Pressed tumblers, stemware | 
and other table, kitchen, | 


and art ware 
Value added by cutters and 


CR sie scccersctecsos | 


Total, handmade 


Total, tumblers, stemware, | 


table, kitchen, cooking, 
and art ware 


Illuminating and electronic ware: 
Globes, shades, bowls, etc 
Lamp chimneys and lantern 


CN che ip ieninninca nian oan 


Other including prisms, lenses, 
light bulb blanks, electrical 
tubing, television, radio, and 
other electronic blanks 


Total, illuminating and elec- 
tronic ware 


Technical, scientific, Industrial, and 
other pressed and blown ware, total 


(includes Christmas tree orma- | 


ments, glass blocks, insulators, and 
miscellaneous types of glass) 


Total, pressed and blown glass in- 

All other glass and glassware, total (in- 
cludes optical and ophthalmic glass and 
lenses, fiber glass, etc.).........-..--.-- 


Grand total, glass and glassware -- -- 


| 418,889, 194 | 


| 





$7, 112, 496 | 


3, 354, 606 | 


4, 679, 336 | 


8, 367, 176 | 


$8, 124, 112 | 


24, 347, 690 | 


6, 584, 390 
7, 216, 994 


312, 612 


1952! 


$9, 086, 420 
4 20, 919, 028 


3, 624, 724 


1953 ! 


$13, 116, 718 


4 22, 454, 591 


321, 151 





14, 231, 427 | 





9 1, 586, 170 


3, 724, 218 


7, 952, 739 


20, 044, 133 


47, 705, 435 





' 
1, 447, 399 
690, 649 


| 





11 1, 659, 612 | 





1, 711, 507 
737, 289 


9 1, 887, 845 


4, 336, 641 


10, 493, 025 


10, 006, 516 





1, 786, 914 
512, 586 
9 2, 497, 539 


4, 797, 039 | 


9, 174, 908 


23, 978, 463 | 


8, 215, 516 


11, 069, 898 


1, 731, 394 
558, 869 


9 5, 925, 253 


9, 446, 839 


28, 732, 253 








11 2, 945, 847 11 1, 431, 500 | 11, 477, 182 


64, 478, 742 | 


55, 415, 411 | 


65, 780, 744 





Source: U. 8. Department of Commerce in collaboration with U. 8. Tariff Commission: 


1 Preliminary. 


2 Estimated and subject to revision. Estimates for 1953 supplied by American Glassware Association. 
3 Imports of duty-free stained and painted glass windows and pictorial paintings on glass are included 
in another commodity group and are not shown on this table. 


4 Almost entirely machinemade. 
5 Largely handmade. 
6 Almost entirely handmade. 


articles are included in another commodity 
into blown and pressed categories is base 


7 Consists largely of prisms and chandelier parts. 


§ Includes about $350,000 of television tubes, im 
of such items in later years have been ne 
® Includes electronic tube and light bulb 
and 1953 under technical, scientific, industrial, and other ware. 


Imports of kitchen articles are believed to be small. 
up and are not shown on this table. 
on trade estimates. 


In 1953, $244,596 from Canada as electronic glass. 


Imports of smokers’ 
Separation of these data 


awe as blown or decorated (coated) glassware; imports 
igible. 


lanks for 1950-51; electronic tube blanks ere included for 1952 


10 Imports ofjcamera and projection lenses and lenses fitted to instruments are included in another 
commodity group and are not shown on this table. 
i Includes certain fiber glass products in 1950-51 which in later years are included under another classifi- 


cation. Exports of sun and goggle glasses and ophthalmic and instrument lenses are included in another 
commodity group and are not shown on this table. 
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Detail review of United States manufacturers’ sales (excluding culters and decora- 


tors) of handmade blown and 


essed table, stem, and ornamental glassware at 


factory-level prices, shipments, imports, and exports, years 1948 to 1963, inclusive. 


Hand-blown: 


Goblets and other stemware - -_- 
Ornamental 


(A) Total, hand-blown 


Hand-pressed: 
Tumblers, goblets, and other 


Tableware, all other -- 
Ornamental 


(B) Total, hand-pressed -- --.. 
Total, (A) and (B)------ 


Hand-blown: 
Stemware and a few tumblers 
(estimate) ! 
Ornamental (estimate) ! 


(X) Total hand-blown (esti- 
pO AES Ae ae BS ; 
(M) United States market 
value, 150 percent more ?___- 


Hand-pressed: 
Stemware and tumblers (esti- 
mate) 
Ornamental 


(Y) Total hand-pressed (esti- 
mate) 
(N) United States market 
value, 150 percent more 2___- 
(X)+(Y) Actual import total 
at country-of-origin price 
(see exhibits B1, 2, and 3) _. 
United States market value, 
150 percent more 
(F) Exports of hand-blown ware-._- 


United States consumption, 
hand-blown ware, includ- 
ing imports all at wholesale 
price level (A)+(M)—(F)_-- 

Percent imports are of United 
States consumption at 
wholesale level 

(G) Exports of hand-pressed ware _- 


United States consumption, 
hand-pressed ware, includ- 


Manufacturers’ shipments (in $1,000) 


6, 460, 000 


173, 856 


114, 226 


288, 082 
720, 205 


2, 872, 082 
7, 180, 205 


73, 


1, 866 
10, 035 
3, 840 


15, 741 


7, 740, 000 


169, 980 


175, 460 


345, 440 
863, 600 


3, 441, 440 


8, 603, 600 
58, 034 


23, 422, 966 


33.0 


275, 200 


| 4, 216, 000 
110, 540, 000 


2, 448, 000 
2, 178, 000 


4, 626, 000 
11, 565, 00 





244, 913 


218, 970 


463, 883 
1, 159, 721 


4, 632, 883 
11, 582, 221 
63, 979 


39. 1 
366, 064 


238, 166 
231, 780 


469, 946 


11, 714, 865 
27, 807 





26, 670, 521 |25, 846, 193 


40. 
284, 805 


1, 174, 865 | 


4, 685, 946 | 





272, 686 


242, 398 


525, 084 
1, 796, 210 


5, 151, 084 


12, 852, 710 
37, 040 


26, 498, 960 


43.7 
284, 111 





ing imports at wholesale 
price level (B)+(N)—(G)___|16, 516, 641 |15, 027, 485 |14, 357, 400 |16, 071, 657 |15, 669, 060 | 
Percent imports are of United 
States consumption at 
wholesale level 3.5 4.8 6.0 7.2 | 7.5 | 10.7 


16, 876, 099 


1 fa U. 8. Tariff Commission states that about 90 percent of available totals are hand-blown and 10 per- 
cen ressed. 


? This markup on cost price country of origin is supported by the U. S. Tariff Commission report to the 
President in the recent escape-clause industry appeal for relief. 


Source: Department of Commerce and Bureau of Census. 
Compiled by American Glassware Association, New York City. 


Department of Commerce. 


includes 620 and 650. 


ee A SN ee 


- SEV Y UUs 
6 Since 1951 
Source: U. 8. 
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Exhibit A shows the total dollar volume of the entire glassware 
industry, as reported by the United States Department of Commerce 
in collaboration with the United States Tariff Commission. You will 
note that the industry is divided into three principal divisions: Flat 
glass, containers, and pressed and blown glassware. <A principal seg- 
ment of the latter is the handmade pressed and blown glassware indus- 
try which in 1953 produced all 31,835,000 of ware. That portion is 
red-checked in the copies you have. 

You will note that for the period 1950-53 the industry remained 
quite constantly at about $32 million at factory level prices, which are 
the prices the retailers pay for these goods. It is at this level where 
United States manufacturers compete with imported ware. 

You will note that this summary includes both hand-blown and 
hand-pressed ware and each of these segments of the industry do about 
the same volume. 

Exhibit A also discloses that the hand-blown tableware industry in 
1953 totaled approximately $15 million of sales, which is less than 1 
percent of the entire glassware industry. Yet it has felt the impact 
of 17 percent of all of the imports of the entire industry. The imports 
of handmade blown glassware increased more than $451,000 in 1953 
versus 1952. 

The handmade table service industry has practically no export 
volume; it being less than 1 percent of the entire glass industry’s ex- 
ports. From the above facts you can readily see that this handmade 
table service industry has no reason whatsoever to favor the extension 
of the Trade Agreements Act which is supposed to benefit American 
industry by increasing its export markets. 

The Trade Agreements Act, as it now exists, has resulted in a reduc- 
tion in the number of operating handmade-glass plants and, for those 
remaining, a constant decrease in their dollar volume and activity. 
These handmade-glass plants are, for the most part, located in small 
communities. They are principally in West Virginia, where there are 
18; Pennsylvania, 6; Ohio, 5; and scattered factories in Indiana, Cali- 
fornia, Illinois, Kentucky, Maryland, Massachusetts, New Jersey, New 
York, and Oklahoma. Most of these plants are the principal source 
of revenue for their communities and are important sustaining factors 
in the area economy. 

Take the community, for instance, in which I live, Morgantown, 
W. Va., has been a leading center of handmade-glassware manufactur- 
ing for over 60 years. It probably has more small glass factories and 
decorating shops than any other community in the United States. My 
own factory, the Morgantown Glassware Guild, was started by my 
father at the close of the last century. 

To illustrate what has happened to the handmade-glass industry in 
that city during the past 5 years, our plant which had over 300 em- 
ployees shipping a million and a quarter dollars of ware in 1949, today 
has only 150 employees who are working only 3 days per week and our 
shipments have fallen to approximately 750,000 per year. 

This drastic decrease in dollar volume of our shipments does not 
reflect the full extent of the decline of our business. We have had to 
increase our prices very substantially to take care of the increased 
wages we have granted our workers to maintain the American standard 
of living. During the past 5 years our hourly rate of wages has in- 
creased 62 percent. 
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Our industry has repeatedly appeared before you seeking proper 
safeguards in all tariff legislation. Duties on products have been 
continuously reduced and in 1952 this industry made an escape-clause 
appeal to the United States Tariff Commission. We all were greatly 
disappointed when the President failed to give us some encouragement 
by increasing the duties on imported glassware. 

Following the recommendation of three members of the United 
States Tariff Commission, the comment was made that it is the 
machine-made domestic table-service glassware that is displacing the 
hand-pressed and hand-blown products and not the foreign competi- 
tion. 

The actual situation is that there has been a gradual division of the 
market between the machine-made and handmade products over the 
years as the mechanical systems were developed and exploited. 

This separation is marked by quantity on one hand and quality on 
the other, the machine production requiring large quantities of single 
items to obtain maximum efficiency and economy of operation. 

Over the past years these “quantity” articles have been steadily 

taken over by the mechanized plants, leaving for a limited market the 

finer, colorful, artistic, and special designs and shapes that are not 
purchased on a mas basis and in many cases not adaptable to mechan- 
ical manufacture. 

These latter articles constitute the domestic market left to the pro- 
ducers using manual methods, a market now needing greater protec- 
tion than it ever had against the competition of foreign producers and 
their lowly paid workers. We assure you that the position of the 
handmade-glassware industry is a serious one in great need of the 
selective treatment, we urge you to give it any revision of import 
rates. 

Between 1945 and 1950, when handmade glassware was not being 
imported in any substantial volume, the manufacturers and wor kers 
in our industry were prosperous. All of our plants had ample busi- 
ness and worked steadily. During this period our industry had com- 
petition from these machine plants. It did not affect us. 

When imports increased very rapidly, as they did beginning in 
1950, our handblown table-service industry was increasingly adversely 
affected each year. 

This statement is supported by exhibit B which you have. The 
items red-checked apply to the hand table service glassware industry. 
This summary is a 9-year survey of annual imports of glassware. 
I think you must agree with us that it bears out our statement that 
foreign manufacturers need no further reduction in tariff to encourage 
them to invade our domestic market. 

We earnestly and respectfully recommend to the members of this 
committee that the American hand-pressed and hand-blown branch 
of the industry be given special consideration in any revision of im- 
port tariffs. The continuing threat of imports and the disruption of 
its market justify favorable and equal treatment for domestic manu- 
facturers with foreign producers. 

American manufacturers of handmade table and stem and orna- 
mental glassware have been forced to share the domestic market by 
the ever-increasing pressures of huge importations of these wares 
produced by foreign manufacturers who have constantly been encour- 
aged to invade this market. 
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We ask to put in the record exhibit C, which on page 2 develops 
from supporting data on the previous page that the hand-blown table 
service glassware consumption in this country in 1953 was 43.7 per- 
cent imported. The pressed-ware importation was 10.7 percent. Both 
of them have increased substantially since 1948. From the Tariff 
Commission reports for the year 1954, an increase of 20 percent of 
imports is indicated, and from American Glassware Association 
reports, a decrease in United States manufacturers’ sales of 1214 per- 
cent is forecasted. 

From this information it can easily be deduced that.for the year 
1954, the hand-blown United States consumption total is over 50 per- 
cent imported and hand-pressed consumption is approaching 15 per- 
cent imported. 

If this rate of increase for imports and decrease of domestic pro- 
duction continues, it is but a short time before American production 
of these wares must be abandoned and our workmen will have to seek 
less lucrative employment in other industries in which they are not 
trained. 

The success of the foreign manufacturer’s invasion of our domestic 
market is not due to superior knowledge they have of manufacturing, 
designing, or merchandising. It is due entirely to the low hourly 
wages paid their employees as compared with the $1.72 hourly average 
which we pay our workman. There follows a table which shows 
that European and Japanese glassworkers’ wages are anywhere from 
one-eighth to one-third of United States wages. These hourly wage 
rates have been furnished by the United States Bureau of Labor Sta- 
tistics : 
1953—Belgium: Males average 46 cents and females average 25 cents 
1953—France (Paris area): Skilled males 49 cents to unskilled females 35 cents 
1953—Italy: All glassworkers average 37 cents 
1953—Sweden: Males only average 69 cents 
1954—West Germany (May 1954): All glassworkers 37 cents 
1953—United Kingdom: All glassworkers 53 cents 
1953—Japan: All glassworkers producing handmade tableware 22.8 cents 

How can you expect an industry in which the wage cost is 65 percent 
of the selling price of its product, to compete with manufacturers 
who pay such low wages as compared to the higher level—the highest 
in the world—so necessary to maintain the American way of life? 

We realize that we must pay our workmen, and we want to pay 
them, wages which are comparable to those paid in other industries 
for equal skill and ability. However, we must so organize ourselves, 
and we hope with the aid of our Government, that our companies 
will be profitable and able to remain in business. 

As we understand this proposed legislation, H. R. 1, it can be sum- 
marized by the following changes which will greatly widen the Presi- 
dent’s power to nominate and activate the foreign tariffs and trade 
policies of this country. Should this legislation pass he would be 
permitted to: 

(1) Decrease all tariff rates existing on July 1, 1955, by 5 percent 
in each of the ensuing 3 years. 

(2) Reduce the tariffs on all articles not now being imported, or 
being imported in negligible quantities, to 50 percent of the rates ef- 
fective on January 1, 1945. 
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(3) Reduce any existing rate over 50 percent ad valorem, or equiv- 
alent to 50 percent. 

(4) Pending Japanese negotiations would apparently be held to a 
maximum reduction of 50 percent of the January 1, 1945, rates, as 
under present authority. 

(5) The present Trade Agreement Act would be extended for 3 
years until June 30, 1958. 

(6) In relation to Nos. 2 and 3 no more than one-third of any per- 
mitted reduction can be made in any one such year. 

Because of the carefully chosen embracing terms used in this bill, it 
seems to us that the President is given the widest latitude he has ever 
had in lowering tariffs, determining foreign-trade regulations and in 
general directing the foreign trade of this country in any way he sees 
fit without congressional approval or supervision for the 3 years begin- 
ning June 1, 1955. 

1e surrender of a constitutional assignment which was delegated 
to the legislative branch of our Government in connection with tariff, 
trade regulations, and other relevant matters, to the executive branch 
of the Government, in our opinion is a matter which the Congress 
should most carefully consider. To break down the very essence of 
the adequate checks which were provided in the Constitution so that 
no branch of our Government could become dictatorial, is a matter of 
grave importance to the future of this country. It cannot be too lightly 
tossed off by the present Congress. 

We point out to the members of the committee that tariffs on specific 
manufactured items should not be reduced across the board by a uni- 
form percentage. Each manufactured article has its own peculiarity 
of manufacture, distribution, and its individual competitive charac- 
teristics. Hence, careful study should be made before changing any 
duty. 

We, therefore, distinctly oppose the cutting of tariffs 5 percent for 
each of the next 3 years. For the same reasons we definitely oppose 
the authority to reduce all tariffs now above 50 percent and also to cut 
in half the 1945 rate on articles not now imported or imported in 
negligible quantities. This contemplated authority resembles a slash- 
cut-rate department store operation which greatly affects all the 
decent iiacanbe in town. 

Such action berates the intelligent thought that has been given to 
the matter of tariffs by former legislators and the Tariff Commission 
which previously so carefully have studied the needs and fairness of 
cctabbiching adequate rates to equalize any unfair advantage that 
might be given to foreign-manufactured scien, 

It seems to us that such reckless uniform slashing of present tariff 
rates, as urged by this bill, rather minimizes the importance of escape- 
clause investigations and other safeguards that previously have been 
provided, and are likewise proposed in this bill. 

On the one hand, you state that tariffs can be uniformly cut and not 
injure anybody; and, on the other hand, state that you must have 
careful study made of these rates in escape-clause cases and peril- 
point investigations so that no one will be injured. This position is 
inconsistent and just doesn’t make sense. 

In closing, gentlemen, we urge the Ways and Means Committee not 
to report H. R. 1 unless it is considerably amended in many of its pro- 

57600—55—pt. 176 
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visions. We believe that it would be a complete surrender by Congress, 
the legislative branch, to the executive branch for a period of 3 long 
years. 

Better, Congress should consider the views of that respected elder 
stateman, Bernard M. Baruch, and I quote: 

Let the United States Government say to all the world that hereafter we will 
conduct absolutely free trade with any country in the world that meets our wage 
and social standards. 

That is the credo of the handmade glassware manufacturers of 
America. For if any foreign manufacturer can better design, mer- 
chandise, or service their wares in the United States market than the 
American manufacturers they are entitled to the ever-increasing sale 
of their goods. 

But we definitely oppose help to foreign manufacturers when their 
advantage is due entirely to the difference in wages paid their work- 
men. 

American workmen, living under American standards of health, 
social security, and happiness, must be protected. We believe an equal- 
izing tariff and other restrictive trade regulations should be enacted 
to preserve American industry and its workers. 

Thank you. 

The Cuatrman. We thank you for your appearance and for the in- 
formation given the committee. 

Are there any questions? 

Mr. Reed will inquire. 

Mr. Reep. According to official statistics, imports of handmade 
glassware amount to about $514 million in 1953. 

Mr. Courtney. At what exhibit are you looking? 

Mr. Reep. I am just reading some notes. According to official 
statistics, imports of handmade glassware amounted to about $514 
million in 1953. Exports in the same year were a mere $321,000. In 
other words, imports are about 18 times the exports. 

Those figures certainly show, do they not, that your industry is un- 
able to compete with low-paid labor under present tariffs? 

Mr. Courtney. We certainly are. We have been crowded out of 
the market until today, I think, the figures show here that we have 
about half the market that we had 5 years ago. 

Mr. Reep. You made a fine case, sir. 

Mr. Jenxrns. Mr. Chairman? 

The Cuarrman. Mr. Jenkins will inquire. 

Mr. JENKINS. I want to say that you have made a wonderful state- 
ment and your whole presentation here is very complete and worth- 
while. I think that anyone who is engaged in your line of business 
ought to be proud of the presentation you have made. 

Let me ask you this: You make out a clear case that the handblown 
glassblowers are in one crowd and the others, who make their glass by 
machinery, and so forth, are another group entirely; but, as far as I 
understand your statement, you say that both groups, regardless of 
whether they are handblown workers or machineblown workers, all 
of them, stand to lose by this legislation. 

Mr. Courrney. Mr. Jenkins, I am not prepared to state as to the 
exact manner in which the machine industry is being hurt. I have 
heard that they are being increasingly hurt by importations, if 
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foreigners are getting these machines, and their wages are lower, too, 
but not to the extent that we are being hurt because we are a handcraft 
industry and 65 percent of our costs are wages. 

Mr. Jenkins. Would you state how many factories of your kind of 
work there are in the country ? 

Mr. Courtney. I presume there are about, I should say, roughly, 30 
comparable to my factory. That figure is not exact, but we have it 
listed here. I would say about 30. 

Mr. Jenkins. About how many employees would they have? 

Mr. Courtney. I would say that there are possibly about 15,000 in 
the handpressed and handblown industry. 

Mr. Jenkins. They are scattered pretty well through West Virginia 
and Ohio? 

Mr. Courtney. The northeastern part of the United States, with a 
few in California. 

Mr. Jenxrns. In addition to the work of making glassware, there 
are a lot of people who own the land and the truckers who haul the 
material. There are a lot of people who are employed in the business 
in another way, whom you do not pay, are there not ? 

Mr. Courtney. We think that the handblown industry, like any 
other industry, generates a production of wealth and supports the 
service industries. Most of these factories are the main standby of 
the towns they are located in. 

Mr. Jenxrns. I saw a former member of Congress last week who 
is now engaged, more or less casually because he is a lawyer for organi- 
zations that. produce gravel and sand, and various other commodities 
of that kind. He had a product that they were making out of his 

sand, and that is procured right in my district. 

This is a product that one of the large factories of the country 
makes. He says that it is in great demand all over the country, be- 
cause they have a big selling organization, and really it is a wonderful 
product. 

Now, then, there are a lot of men who work in those sand and gravel 
pits, of course, who are not on the payroll of the company that makes 
the glass ? 

Mr. Courtney. That is true. 

Mr. Jenxtns. When the glass company goes out of business they 
will go out also? 

Mr. Courtney. Naturally, all of our suppliers would lose our busi- 
ness. 

Mr. Jenkins. They will go down together. So it is a big business, 
far reaching in many ways. 

Thank you very much. 

The CHarrman. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness is Mr. Harry H. Cook. 

Come forward, please, sir. 

We have had the pleasure of having you with us many times in the 
past, Mr. Cook. Please follow the usual custom. 

Give your name and address and the capacity in which you appear, 
for the record. 
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STATEMENT OF HARRY H. COOK, PRESIDENT OF THE AMERICAN 
FLINT GLASS WORKERS UNION OF NORTH AMERICA 


Mr. Coox. Harry H. Cook, international president of the American 
Flint Glass Workers Union of North America, an affiliate of the 
American Federation of Labor, Toledo, Ohio. 

The Cuarrman. You may proceed, Mr. Cook. 

Mr. Coox. Mr. Chairman and gentlemen of the committee, I am 
president of the American Flint Glass Workers Union of North 
America, an affiliate of the American Federation of Labor, and speak 
for the American handmade glass industry and the union workmen 
who manufacture glass and glass products and whose interests are in 
serious jeopardy today because of the imports of competing foreign 
products. 

The portion of the industry primarily affected by imports is the 
handblown and handpressed tableware, stem and artware section. 

The employers and workers in this industry are vitally interested 
in H. R. 1. 

The union workmen that I represent strongly oppose the enactment 
of H. R.1. It would delegate to the executive branch complete and 
ultimate control of the tariff and trade and this we object to most 
strenuously. 

It is our understanding that the Constitution of the United States 

rovides in Article 1, section 8, that “The Congress shall have power to 
ay and collect taxes, duties, imposts and excises * * * ” and “To 
regulate commerce with foreign nations.” 

Basically the reason why the handblown and handpressed glass 
industry cannot meet foreign competition is the incredible wage differ- 
ential between United States producers and those of foreign compet- 
ing industries located particularly in Japan, England, West Germany, 
Belgium, Sweden, Italy, and France. 

This unfair se competition is clearly reflected by the following 
data compiled by the Division of Foreign Labor Conditions of the 
United States Department of Labor, setting forth the average wages 
in the glassware industry, United States and foreign countries: 


Country Hourly pay 


United States 
Ma duke cco. Sooskctceetces ieee cae 
United Kingdom 


France (Paris area) 
Sweden 


The higher the labor-cost content in the total cost of production, 
the greater is the advantage to the foreign manufacturer who pays 
lower wages. Labor constitutes 65 percent of the cost of production 
of handmade glassware. Therefore, this industry is in greater need 
of tariff protection than most industries. 

It must be pointed out that this is a highly skilled hand operation. 
It is not adapted to mass-production methods and the principal cost 
is labor. Therefore, unless our domestic producers are given fair pro- 
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tection, they will be driven out of business and their several thousand 
workers will be added to the list of the unemployed, where many of 
them presently are. 

Already the domestic production has declined some 50 percent since 
1946 and all plants report they are simply living from day to day 
on current orders. 

It would be a very short-sighted policy to allow highly skilled crafts- 
men, so necessary to our national defense, to be thrown out of their 
jobs as a result of economic appeasement. 

Imports are steadily on the rise, having increased from $5,200,000 in 
1949 to $8,100,000 in 1953. 

The plight of the industry has been further accentuated by the 
rejection by the President of the United States on September 9, 1954, 
of the Tariff Commission’s recommendation for relief under the escape 
clause. Thus, any action from this source has been exhausted. 

This rejection was a source of great disappointment to our industry 
and our general membership of fine American workers. Needless to 
say, this decision has not only weakened confidence in the escape clause, 
but also in the recommendations to the President by the Tariff Com- 
mission. 

Such a state of affairs could not possibly exist if the power to regu- 
late our foreign commerce and to protect our industries were to be 
returned to Congress where, as I have already stated, it belongs in 
the first place. 

On the subject of the escape clause, the President, in his special 
message to Congress on January 10, 1955, said: 

The 3-year extension of the Trade Agreements Act should authorize subject 
to the present peril and escape clause provisions: 1. Reduction through multi- 
later and reciprocal negotiations of tariff rates * * *. 

This is all very interesting, but let us take a look at the record 
and the futility of escape-clause action. During the present admin- 
istration and as of January 7, 1955, the Tariff Commission, after 
exhaustive investigations, recommended nine cases to the President 
for remedial action. How many were approved? Two—the watch 
case and, in part only, a case of no great importance in our overall 
economy, namely, Alsike cloverseed. That is a startlingly low batting 
average. 

The President, in his special message to Congress, also said: 

I request a 3-year extension of Presidential authority to negotiate tariff reduc- 
tions with other nations on a gradual selective and reciprocal basis. 

This authority would permit negotiations for reductions in those barriers that 
now limit the markets for our goods throughout the world. I shall ask all 
eee with whom we trade to take similar steps in their relations with each 
other. 

In this respect I would like to call the committee’s attention to the 
old adage “charity begins at home.” 

Mr. Chairman and gentlemen of the committee, the American glass- 
workers are not seeking charity. They are seeking protection, the 
right to work at their trade and to earn an honest living as a result for 
themselves and for their families. . 

A tabulation that appeared in the June 7, 1954, issue of Foreign 
Commerce Weekly, published by the United States Department of 
Commerce, shows that out of some 88 countries or customs areas in the 
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world, 64 require prior import permits, while 41 require exchange 
permits for goods imported from the United States or other dollar 
countries. 

These import restrictions can be used very handily to nullify or 
impair concessions that have been granted the United States in trade 
agreements. 

Quite aside from exchange controls and import permits foreign 
countries frequently change their import tariffs and control regula- 
tions, oftentimes without adequate warning. As a consequence, the 
United States Department of Commerce advises United States ex- 
porters to make certain before shipping that the foreign importer has 
conformed with the various ever-changing trade barriers. 

Getting back to H. R. 1, the bill in its present form prelegalizes the 
General Agreement on Tariffs and Trade, better known as GATT. It 
would retroactively approve the adherence by the Department of State 
to that international organization which sits in judgment on acts of 
Congress and Presidential proclamations thereby placing the author- 
ity for regulating American industry in the hands of foreign nations. 

The President also in his special mesage on January 10 said: 

When the current negotiations on the revision of the organizational provisions 


of the general agreement are satisfactorily completed, the results will be sub- 
mitted to the Congress for its approval. 


This will be a sham since the organizational features only apply to 
setting up a permanent secretariat, and any approval would simply 
lay the grounds for appropriations by Congress of funds toward its 
bureaucratic support. 

The substantive features that confer the powers of action are the 


ones that should be of interest to Congress. These are found in this 
bill, H. R. 1, and we think they are entirely too broad. 

One provision of H. R. 1—section 3 (K)—is apparently designed 
to assure maximum tariff reductions under the Japanese negotiations 
scheduled to begin next month under the framework of GATT. 

We strongly object to the glass items classified under paragraphs 
218 (c), 218 (f), 225, 226, and 229 of the Tariff Act of 1930 being 
included in the list of items to be negotiated with Japan on a multi- 
lateral basis under GATT. 

If these items are nevertheless to be negotiated with Japan, it should 
be done on a bilateral basis. In this way necessary quota arrange- 
ments, which are prohibited under GATT, could be included in the 
agreement. 

We also object to the power that would be given to the President 
to reduce all tariff rates to the level of 50 percent. This would be 
like making no men’s suits to fit men over 6 feet tall or some similar 
senseless limitation. 

Considering these objections to the bill, we protest against its pas- 
sage. The time has come when the executive arm of the Government 
should return the authority to shape our tariff back to Congress. In 
our view the Tariff Commission should make its recommendations to 
Congress rather than to the President. 

Mr. Chairman and -gentlemen of the committee, there are in this 
hearing room several representatives of the workers in the flint glass 
industry who had hoped that they might testify to the deplorable 
conditions brought about by the heavy importation of handmade 
glassware. 
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These people come directly from the factories and are in the posi- 
tion to give a firsthand report of the competition or competitive effect 
of imports on their employment. oe ; 

I was hopeful, as the president of the American Flint Glass Work- 
ers Union, that they could all be heard. However, we appreciate the 
pressure of time and we have, therefore, concluded that, in lieu of 
testifying, the record may at least note the names of some of these 
spokesmen and their place of employment. 

These men, Mr. Chairman, have prepared statements. Three of 
them are listed in today’s program. One. Mr. Barrett, has consented 
to have me file with your committee his statement. And we would 
like to file for the record the statements of Mr. Edward N. Walk, pres- 
ident of the Glass Workers and Pottery Workers Protective League 
of West Virginia, and Mr. Alvin Barrett, president of the Glass 
Workers Protective League of Indiana. 

The CuHatrman. We will be glad to receive them. You may hand 
them to the reporter. 

Mr. Coox. We will hand copies to the reporter. And we will ap- 
preciate it if you will make them a part of the record, Mr. Chairman. 

The CHatmman. They will be included in the record. 

(The documents above referred to are as follows:) 


STATEMENT OF EpWARD N. WALK, PRESIDENT, WEST VIRGINIA GLASS WORKERS 
AND POTTERY WORKERS PROTECTIVE LEAGUE BEFORE THE HoUSE WAYS AND 
MEANS COMMITTEE ON TRADE AGREEMENTS EXTENSION Bitt H. R. 1, JAn- 
UARY 27, 1955 


Mr. Chairman, I represent the West Virginia Glass Workers and Pottery 
Workers Protective League, which is an affiliate of the American Flint Glass 
Workers Union of North America and the American Federation of Labor. 

It is estimated that there are 200,000 unemployed in the State of West Vir- 
ginia which represents approximately 14 percent of the total empolyable popu- 
lation. These unemployed workers have had to resort to surplus Government 
food rations. 

Glass and pottery workers figure prominently in the breadlines. 

The principal factor contributing to this unemployment in these industries 
is low-priced imports made possible by cheap labor abroad, principally in Japan. 

We object to the passage of H. R. 1 because it would give the President au- 
thority to reduce duties further on glassware and pottery, which action would 
increase the present unemployment. 

We particulary object to the inclusion of glass and pottery items in the list 
of products to be negotiated with Japan next month at Geneva under the Gen- 
eral Agreement on Tariffs and Trade. 

We also resent the treatment we have received by the President in turning 
down the recommendationss of the Tarifl Commission for relief in the hand- 
blown and pressed-glass case under the escape clause provisions of the Trade 
Agreements Act. 

The workers in West Virginia cannot understand how on one hand our tax- 
payers can support a program, namely, the so-called point 4 the purpose of which 
is to raise the standards of living in foreign countries, while on the other hand 
no protection is given our own people, causing a lower standard of living and 
unemploymemnt problem in our own country. Such a policy just does not make 
sense. 

Secretary of Labor James P. Mitchell in his testimony on January 18, 1955 
before this committee said “even after analysis is made of those special situ- 
ations in which imports have in fact risen, points to only a small fraction of 
current unemployment as being traceable to the effects of imports.” 

We would like to invite Mr. Mitchell and members of this committee to visit, 
for example, the ghost town of Paden City in West Virginia and see for them- 
selves what havoc unfair import competition can bring about. 
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STATEMENT OF ALVIN BARRETT, PRESIDENT, INDIANA GLASS WORKERS PROTECTIVE 
League BerorE THE HousE Ways AND MEANS COMMITTEE ON TRADE 
AGREEMENTS EXTENSION BIL, H. R. 1, JANUARY 27, 1955 


Mr. Chairman, I am president of the Indiana Glass Workers Protective League 
and I represent the great majority of glass workers in the State of Indiana. The 
Indiana Glass Workers Protective League is an affiliate of the American Flint 
Glass Workers Union of North America and the American Federation of Labor. 

The membership of the Indiana Glass Workers Protective League is composed 
not only of workers but also of the manufacturers themselves. 

We are deeply concerned over the unemployment in our ranks, which can be 
attributed to low-wage competition from abroad. 

The passage of H. R. 1 would give the President power to make additional 
reductions in the tariff, which would be disastrous to our industry. Conse- 
quently we object to its passage. 

We are also concerned with the coming negotiations of a trade agreement with 
Japan on a multilateral basis under the General Agreement on Tariffs and 
Trade. 

Our legislators may think that our workers don’t understand tariff issues and 
the complexities of trade-agreement negotiations. It does not require a college 
degree to understand that our workers are being deprived of jobs as a result of 
low-wage price competition from abroad. How can the American glassworker 
possibly compete with, for example, wages of 22 cents and hour in Japan as 
compared with $1.82 an hour in our industry in the United States? 

We had hoped for some relief under the escape clause provisions of the Trade 
Agreements Act. This hope has now been completely extinguished in view of the 
President’s refusal to invoke a remedy for our situation in the hand-blown glass 
case, despite the recommendations of our experts on the Tariff Commission. 

The situation is so bad, that there are members of our organization that are, 
at present, only working from 16 to 24 hours a week. How can a worker even 
live, not to speak of supporting a family on a 24-hour a week pay basis? It is 
impossible. 

Glass plants operating for over 40 years have been forced to close down with 
consequent unemployment. These workers are skilled workers and because of 
their specialized craft and age, they cannot obtain employment elsewhere. 

Under H. R. 1 the President can control the destiny of these workers by a 
mere stroke of the pen and thereby sell out the American worker to cheap labor 
abroad. 

These skilled workers are necessary to our national defense and are just as 
important as the workers in the watch industry in this respect. During World 
War II these same glassworkers were called upon to contribute their skills in 
thhe production of prisms, rangefinders, bushings, electronic glassware, glass 
gages, lenses, and innumerable hospital and laboratory articles. 

Complete details concerning our plight are contained in the statement sub- 
mitted by Harry H. Cook, President of the American Flint Glass Workers Union 
of North America. 

In closing, I would like to reiterate our objection to the passage of H. R. 1, 
which bill would authorize such broad powers to the Executive that our liveli- 
hood, already affected by import competition, could be placed in even greater 
jeopardy. 


Mr. Coox. That completes my statement, Mr. Chairman. 

The Cuairman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Coox. Mr. Harry C. Hatch, until recently, was secretary of the 
Indiana Glass Workers Protective League. He has a statement to file 
in behalf of the Indiana Glass Co. of Dunkirk, Ind., and the workers 
employed by that company. 

e other two gentlemen, Mr. William A. Daugherty of Newark, 
Ohio, and Mr. Alexander J. Balcerek of Mount Bua. Pa., will 
present their statements to the committee according to schedule. 

(The statement of Mr. Hatch above referred to follows:) 
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STATEMENT oF Harry C. HatcH, REPRESENTING THE GLASS WORKERS OF THE 
INDIANA GLass Co., DUNKIRK, IND., BEFORE THE House WAYS AND MEANS 
COMMITTEE ON TRADE AGREEMENTS EXTENSION Brit, H. R. 1, JANUARY 27, 1955 


Mr. Chairman, I represent the workers of the Indiana Glass Co. of Dunkirk, 
Ind., which company is a member of the Indiana Glass Workers’ Protective 
League. The Indiana Glass Workers’ Protective League is in turn affiliated with 
the American Flint Glass Workers Union of North America and the American 
Federation of Labor. 

All of our members are most apprehensive about the pending negotiations with 
Japan and other countries for reducing tariffs on glassware. We are concerned 
because we have seen old established plants close as they could no longer meet 
the cutthroat competition from imports and we wonder why our Government 
even contemplates cutting tariffs when we now are sacrificing our jobs to foreign 
glassworkers. The workmen in these foreign plants have no advantage over us 
in technique or skill. They are simply willing to work for less wages than we 
can in this country. Our wages are an average of $1.82 per hour for all workers 
and the latest information we can get from the Bureau of Labor Statistics in 
Washington is as follows about wages paid in foreign countries: 


1953—Japan : Average, 22.8 cents per hour 

1953—Belgium : Males average 46 cents and females average 25 cents 
1953—France (Paris area): Skilled males, 49 cents; unskilled females, 35 cents 
1958—Italy : All glassworkers average 37 cents 

1953—Sweden : Males only average 69 cents 

1954—West Germany (May 1954) : All glassworkers, 37 cents 

1953—United Kingdom: All glassworkers, 53 cents 


Under the General Agreement on Tariffs and Trade, tariffs on table, stem, and 
art glassware have been reduced to a point where now we who make this ware 
no longer have steady employment and unfortunately some skilled and unskilled 
glassworkers who were employed in plants that have closed down are now out 
of a job. This is because the people who employ us cannot sell the glassware 
we produce in competition with the very low prices of imports. These foreign 
workers are not more efficient than we are. They receive what would be starva- 
tion wages in this country. You may say that conditions are different abroad 
than they are here. That is undoubtedly true, but the fact remains that the ware 
which these foreign workers produce at very low wages is sent to this country 
and competes with the ware that we make at very much higher wages. You 
imay argue that it is good for the country as a whole, but it certainly makes 
paupers out of us. There must be some way to equalize the low wages paid 
abroad with the higher rates necessarily paid in this country to maintain the 
American standard of living. The best means that we know of today to accom- 
plish this is an equalization fee, tariff if you like, or a quota. Either will make 
it possible for American ware to sell in competition to imports. 

The low wage standards of foreign countries should not be encouraged by our 
Government by slashing tariffs to make it easier for foreign manufacturers to sell 
the products of their cheap labor in this country. The present administration 
seems to fear the criticism of foreign governments when they take action to 
protect United States business and our own people. We believe the time has 
come when the administration should think more about the welfare of the innu- 
merable small-business employees who really are the backbone of this country and 
stop trading them out of existence to help large machine export interests who 
particularly benefit by the trade agreements program. 

We cannot see where the part of the glassware industry in which we are em- 
ployed has gained even slightly by GATT. We are now in considerably worse 
condition than we were 15 years ago when we were told that breaking down the 
tariff barriers would benefit us. It has had just the opposite effect. 

The question of tariffs to the handmade glassware industry is vital. If the 
administration continues to kill the handmade glassware industry and other 
skilled labor industries for the benefit of gaining some diplomatic victory or 
getting a strong position in foreign affairs, the answer is our members do not 
eat because our jobs are lightly traded away. 

At the beginning of World War II there was a great scarcity of hand blowers 
to meet the demands for specialized glass drastically needed for national defense. 
Many hand glassmakers had been displaced by tariff tinkering. When these 
skilled workmen were needed, they were not available. To cast aside the skills 
of handmade-glass workers will greatly weaken the potential strength of our 
national defense. The handworking of glassware is decidedly a skill and an art. 
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It will become a lost art as far as this country is concerned if tariffs are con- 
tinually reduced to favor the importation of lower-wage-produced glassware 
made in Japan, Yugoslavia, Austria, and other low-wage countries. 

Continually we are upset by some trade treaty consideration which our Goy- 
ernment fosters in which the tariff on glassware is being considered for reduction. 
There no longer is stability which is so essential for happiness. To often be 
thrown in a state of wonderment as to whether the occupation in which you are 
employed is going to be wiped out by some tariff or trade regulation tinkering 
makes it most unpleasant and very disturbing to those of us who are earning our 
living in it. We cannot see why we as American citizens are not entitled to have 
the privilege of following the jobs and skills which we have attained by a long 
apprenticeship and have our Government look out for us just as much as it does 
to promote the happiness and stability of a Jap, Yugoslav, or a German. 

We feel that we are entitled to consideration by our Government. Should we 
be thrown out of a job it would mean that we would have to start all over again 
in some other industry at greatly reduced wages. Since to become a skilled 
workman requires years of apprenticeship to learn the trade, many of our mem- 
bers are past the age where it is easy to get located in another industry and 
unemployment probably stares them in the face. If they did get a job it would 
only be at a greatly reduced wage which would reduce their standard of living 
far below that which they were able to attain while working in the glassware 
industry. We cannot see that we should be subjected to these hardships just 
to make other workmen in this country prosperous because of increased export 
business of their products or to make some foreign glassworker happy because 
the ware produced by him is sold in America in preference to United States 
workmen’s production. It just doesn’t make sense to us. 

The following table, from President Harry H. Cook’s statement to the Com- 
mittee for Reciprocity Information shows the alarming increase which imports 
have shown since 1949. 


Total imports by year and value 


200O ees 5 ch lee es ae a, Se eed ok $5, 200, 000 
1960. ced con pa Sa ee ee a See ae ees 6, 600, 000 
10GB se ee ee a ee ee ae 8, 000, 000 
TOGR SG seh ss Sea ee 2 ee ee 7, 900, 000 
19GB ss 5 ee ee en ied 1 2bees 8, 100, 000 


Norr.—tThese figures include schedule A numbers 5273000, 5273500, 5276000, 5278200, 
5278390, 5278790, 5278940. 


This displacement of our jobs is creating a great hardship for our members 
and the communities in which we live. We sincerely hope that tariffs will not 
be further reduced on handmade glassware and urge that no further tariff- 
reducing negotiations on handmade glassware be made. 

The CuarrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness is Mr. William A. Daugherty. 

Come forward, please, sir. 

Will you please give your name and address and the capacity in 
which you appear, for the record ? 


STATEMENT OF WILLIAM A. DAUGHERTY, PRESIDENT OF THE 
OHIO GLASS AND POTTERY WORKERS PROTECTIVE LEAGUE, 
NEWARK, OHIO 


Mr. Davcuerty. I am William A. Daugherty, president of the 
Ohio Glass and Pottery Workers Protective League, Newark, Ohio. 

The CuarrMan. You are recognized. 

You may proceed. 

Mr. Davueuerty. Mr. Chairman, and members of the Committee 
on Ways and Means, I represent workers of the Ohio Glass and Pot- 
tery Workers Protective League, whose workers and industries are in 
a serious situation today because of imports of competing foreign 
products. 
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Myself, I am a glassworker. I work day in and day out with my 
fellow workers whenever there is work for us, which is now 21% and 3 
days a week in our plant, and we do not have the assurance of that 
many days. 

In some of the various States such as Ohio, Pennsylvania, West 
Virginia, we have industries that are completely out of business. 

In reference to the factory in which I work I have a few figures { 
would like to state: 





1952 | 1953 1954 


Average rate of hourly pay : $1. 56 | $1. 63 | $1. 76 
9, 


Average number of perpen 4 ‘ | 279 240 162 
Man-hours worked 495, 601 466, 648 | 255, 987 


| 


Now, this is one of the problems we are faced with in the handmade 
glass industry. However, you must take into consideration the years 
of age of the people that work in the industries. In my plant alone 
55 percent of factory employees are 50 years of age or older. 

t hese people have spent the biggest part of their lives in the glass 
industries, which took them many years to learn and perfect the 
skill and know-how which it takes to produce the various hand-glass 
products. 

Are we going to put these workers out of employment and into the 
streets, knowing their jobs have gone to some foreign land? I do 
not believe that this is the thoughts of this committee or any other 
American citizens or workers. 

Basically, the reason why the industry cannot meet foreign com- 
petition is the difference in the wage scale between the domestic and 
foreign industries. From the best information which we can get, 
the average wage in England and Germany is not over 55 cents per 
hour, and above 30 cents per hour in Italy, and about 25 cents per 
hour in Japan. The average wage in the pressed or blown glass 
industry in the United States during the month of July 1954 was 
$1.81 per hour. 

We as American workers are not afraid of putting our skill of pro- 
ducing glass products against any workers in the foreign countries, 
as long as it is on a fair ‘and equal competitive level. That we do not 
have now. 

To my understanding, the American tariff was originally designed 
to protect the infant industries of which we in the hand-glass indus- 
try are one. 

The plight of the industry has been further accentuated by the 
recent rejection by the President of the Tariff Commission’s recom- 
mendation for escape-clause action in the hand-blown table stem and 
art glassware industry tariff-relief case. This rejection was a source 
of great disappointment to our glass industry and, needless to say, this 
decision has not only weakened confidence in the escape clause of the 
Trade Agreements Act of 1934, but also in the recommendations to 
the President by the Tariff Commission. 

We must rates the American worker that I speak of pays taxes 
not only to the Federal Government but locally, and his price is geared 
to the American standard of living. 
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If our smaller manufacturers are driven out of existence by faulty 
economic policies based on globalism rather than American interests, 
the social damage could be enormous, 

We also feel that if our work, our jobs, and means of livelihood go 
to the foreign lands, how will the social problem of unemployment be 
be solved, because the unemployed vote in elections as val as the em- 
ployed do? For unemployment can develop into a major political 
issue as it already is a social problem. 

Also, have we ever thought of the problems we would be faced with 
today, if it were not for the unemployment compensation that the 
unemployed workers receive throughout the various states ? 

At the factory in which I work, we have 3 giant furnaces; out of 
the 3 furnaces we have 1 in operation. But if it wasn’t for the foreign 
imports of hand-glass products, we would be able to operate all three 
furnaces, because we feel we would have the orders to do so, and also 
the many glass factories that have been shut down would resume 
operations and employ many of the highly skilled workers who cm 
a of apprenticeship to learn its techniques in the art of making 
vandmade glassware. 

And not only the glass and pottery industries and people they em- 
ploy are being hurt by foreign imports, but also many other industries 
too. 

And so, gentlemen, when you take under consideration this Cooper 
bill, H. R. 1, we ask of you to give the American industry and the 
American workers, who are being hurt by foreign imports the just 
consideration that should be given them as American citizens and 
workers. 

I thank you. 

The CuarrmMan. Does that complete your statement ? 

Mr. Davucuerty. That completes my statement. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions ? 

Mr. Reed of New York will inquire. 

Mr. Reep. I think you have made a very, very splendid saatement in 
eng to the workers and the situation that they are in. 

do not want to get personal, but you are a comparatively young 
man. Are youa man ofa family? 

Mr. Daueuerty. I am married. 

Mr. Reep. Do you have any children? 

Mr. Davucuerty. I have no children. 

Mr. Reep. Many of these workers that are in these factories have 
children, do they not? 

Mr. Daveuerty. It is surprising. You would wonder how they 
exist with the amount of time they are receiving now. Many of them 
have unemployment insurance that has run out, what relief they do 
get. I really do not know what the solution of the problem is going 
to be. As a worker, having the opportunity to come before this com- 
mittee and state my case, I really appreciate it. 

Mr. Reep. I am very glad that you came before the committee. And 
I, personally, and I know that everyone here, sympathize with the con- 
oe youarein. The problem should be solved. There is no question 
about it. 
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Do you own your home? 

Mr. Daucuerty. I am buying it. 

Mr. Reep. That is the idea. Many more are buying their homes, are 
they not? 

Mr. Daugherty. That is correct. 

Mr. Reep. Do they do it through a loan association or something of 
that kind? 

Mr. Davenerty. Some of them have GI bills, and different things 
of that nature. 

Mr. Reep. Are you a GI? 

Mr. Davexerty. No. 

Mr. Reep. At any rate, something should be done. You have pre- 
sented a very strong case, as have many others in these industries. 

All my life I have been a protectionist, because I know what it has 
done for this country. I know what it will do to this country, if we 
lower the tariffs as seems to be proposed in this bill. 

I thank you. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Next is Mr. Alexander J. Balcerek. 

Come forward, please, sir. Please, give your name, address, and 
the capacity in which you appear, for the record. 


STATEMENT OF ALEXANDER J. BALCEREK, SECRETARY OF THE 
PENNSYLVANIA GLASSWORKERS PROTECTIVE LEAGUE 


Mr. Batcerek. My name is Alexander J. Balcerek. I am secretary 
and representing the Pennsylvania Glassworkers Protective League, 
which consists of about 40 skilled and local unions. My address is 
120 East Smithfield Street, Mount Pleasant, Pa. 

The Cuarrman. You may be seated and may proceed with your 
statement. 

Mr. Baucerex. Mr. Chairman, I represent workers of the Penn- 
sylvania Glassworkers Protective League, which local unions belon 
to the American Flint Glassworkers Union of North America, which 
isan affiliate of the American Federation of Labor. 

I am a skilled glassworker myself, and it has taken me 15 years to 
learn my craft. 

I am an example of how the industry is suffering, because of low 
wages paid abroad. Since December 23, 1954, to the present time, I 
have worked only 1 week, or 40 hours. 

The glassworkers in the State of Pennsylvania oppose the passage 
of H. R. 1 because it would delegate such broad powers to the Presi- 
dent that import duties on glassware could be reduced further, thereby 
bringing about further unemployment in this industry. 

This unemployment is caused by unfair import competition of cheap 
foreign glassware and as a result there are at present several com- 
panies in Pennsylvania that have been forced to shut down and their 
workers are sitting idle. 

Since it takes a good part of a lifetime to learn the skilled craft of 
glassmaking, these unemployed are past middle age and cannot obtain 
employment in other industries because of this age factor. 
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Under the Marshall plan the United States shipped machinery and 
materials and technical know-how abroad, which machinery replaced 
the outmoded machinery with modern production plants in these for- 
eign glass factories. At the same time, our technicians trained foreign 
labor in mass-production techniques which are at the present time 
competing with American products. 

This unfair price competition is brought about by the fact that the 
average hourly wage in the hand-blown and pressed-glass industry 
in the United States as of September 1954 was $1.82, as compared with 
a range of 24 to 69 cents an hour in such countries as Sweden, France, 
Belgium, Italy, West Germany, and the United Kingdom. The low- 
est scale as of 1953 was in Japan, our principal competitor, where the 
average wage was 22 cents an hour. 

If any further reductions in the tariff are made, particularly in the 
impending trade agreement negotiations that are scheduled to begin 
next month with Japan under the framework of the General Agree- 
ment on Tariffs and Trade, it will spell the final blow to our industry. 
If there was ever an industry that could qualify under our point 4 
program, our industry is it. 

Official figures show that during the latter part of 1954 there were 
618,655 Pennsylvania workers receiving free aces food allow- 


ances. Former employees of shutdown glassmaking plants represent 
a substantial portion of this total. 

A photograph which appeared on the first page of the Pittsburgh 
Sun-Telegraph on October 11, 1954, showed 3,500 unemployed work- 
ers lined up outside a Southside Pittsburgh warehouse receiving free 
Government food. Actually, there are an estimated 160,000 persons 


in Allegheny County alone that are receiving free food allowances 
from the Government. 

We had lived in hopes that the President would invoke the escape 
clause under the Trade Agreements Act in the hand-blown glass 
industry case which was recommended by the Tariff Commission. 
This arbitrary rejection of this case was a great blow to our workers. 
The only solution that we can see or hope for at present is that the 
President reconsider our case and give us protection in the form of 
import quotas or by raising the existing tariff to such a level that will 
keep cheap foreign glass imports out of our market, so that our thou- 
sands of skilled craftsmen can once again return to their legitimate 
jobs to which they are inherently entitled. 

I thank you, Mr. Chairman, and that is the end of my statement. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions ? 

Mr. Reed ? 

Mr. Reep. I just want to compliment you, sir. It is very refresh- 
ing when a man who is really out of work comes here and tells his 
story as you have told it and as the previous witness told it. 

I hope something can be done about this. It is deplorable. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

That completes the call of the calendar for today. The committee 
will adjourn until 10 o’clock tomorrow morning. 

(The following material was submitted for the record :) 
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SUMMARY OF THE STATEMENT OF THE PITTSBURGH PLATE GLAss Co., 
PITTSBURGH, PA., IN OPPOSITION TO H. R. 1 


The Pittsburgh Plate Glass Co. is opposed to H. R. 1 (the Cooper bill) propos- 
ing extension of the Reciprocal Trade Agreements Act with delegation of new 
and added tariff-cutting powers to the President. 

This opposition is based upon significant facts among which are the following: 

1. Unfair competition —With essentially the same manufacturing equipment 
foreign glassmakers can produce and sell flat glass in the United States at a 
lower cost than domestic workers because (@) wages are Only one-fifth as much, 
which has added importance because labor constitutes about 50 percent of pro- 
duction costs, (b) most raw material costs are lower, and (c) transportation 
rates are much cheaper. 

2. Full effect of past reductions has not been felt—Since 1930 tariff duties 
on plate glass have been reduced 6634 percent; on window glass 6214 percent. 
Because of adverse economic conditions, war, and other factors foreign glass- 
makers have been, for the most part, unable to take advantage of the cuts 
already made. However, in the past 2 or 3 years foreign glassmakers have been 
enlarging and modernizing their production facilities and are now in a position 
to take advantage of the tariff concessions already granted, which will have 
serious adverse effects upon American glassworkers and manufacturers. 

3. Importance of flat glass to national security —Just as flat glass has become 
a vital factor in our peacetime economy, so is it essential to production of mili- 
tary aircraft, ships, tanks, and other war implements. The Army, Navy, and 
Air Force have definitely expressed the strategic character of radar screens, 
bullet-resisting aircraft windshields, tank prisms, and many other glass products, 
to say nothing of the vast dependence of our defense forces on optical glass and 
American manufacturers thereof. 

The following statement presents facts and figures in support of the opposition 
of the Pittsburgh Plate Glass Co. to H. R. 1. 

Sound public policy, and the national security interest of the United States 
require that the extraordinary proposals set forth in the bill, H. R. 1, be defeated. 

The proposed extension of the Reciprocal Trade Agreements Act with dele- 
gation of new and added tariff-cutting powers to the executive branch is still 
unnecessary and unwise. The proposal alone creates uncertainty throughout 
American industry. Its adoption and subsequent exercise would spell further, 
perhaps irreparable, injury. Most astounding, the proposal to trade away 
further reductions in tariff duties on products of American labor to promote 
the trade of Japan with third countries of the world is clearly illegal. 


DESTRUCTIVE COMPETITION 


Thin glass was an important product of the American industry. It has been 
taken over almost 100 percent by foreign manufacturers. Micro and cover glass 
has been lost entirely to foreign producers. Substantially all of the glass used 
for small mirrors, formerly a flourishing domestic business, is now supplied from 
abroad. On quarter-inch plate glass, foreign inroads have been extremely heavy 
to the point where domestic production has steadily lost its relative market 
position. 

Tariff duties on plate glass have been reduced by 6624 percent from the 1930 
Tariff Act levels. Window-glass duties have been reduced by 62% percent. 
These reductions have been made effective in the face of the demonstrated 
ability of the flat-glass industries in Belgium, England, Czechoslovakia, France, 
Italy, Germany, and Japan to take over large sections of the American market 
from time to time and at prices below the American cost of production. These 
duties, in no sense, constitute any burden or limitation upon imports. A threat 
to further reduce them is distinctly unsettling, and actual further reduction 
would only add to the many competitive advantages already enjoyed by the 
foreign industry. 

COMPARATIVE WAGES 


Average wages paid to glassworkers in plate-glass and window-glass plants 
in the United States in 1953 (still effective in 1954) amounted to approxi- 
mately $2.43 per hour, not including fringe benefits. The corresponding wage 
for workers in Belgium in 1953 was 45 cents per hour; in England, 41 cents 
per hour; in Germany, 38 cents per hour; and in France, 37 cents per hour. 
Actual figures for other countries are not available but they are known to be 
considerably lower, particularly in Japan where the rate is probably not more 
than one-tenth of that paid in the United States. 
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Contrary to popular opinion, that is not like some mechanized industries. The 
labor content in flat-glass manufacture is at least 50 percent of the total 
production cost. 

TECHNOLOGICAL EQUIPMENT SIMILAR 


Machinery and equipment used in all foreign countries is technically the equal, 
and, in many cases, identical to that employed in the United States. The pro- 
ductivity of foreign glassworkers is approximately equal to that in the United 
States. As stated in part by the Committee for Economic Development : 

“There are a good many products of heavy industry, too, where production 
methods are much the same here and abroad, and where the number of man- 
hours of labor which goes into a unit of production is quite similar. In such 
cases, low foreign wages give foreign producers a competitive advantage and 
often mean that foreign products can undersell domestic products in the Amer- 
ican market. Heavy electrical equipment, flat glass, some chemicals, and some 
machine tools appear to be examples of such products. A German worker 
turning out some synthetic organic chemicals is just about as efficient and 
productive as an American worker, but his wages are much lower. The same 
can be said of a Belgian worker making plate glass” (“United States Tariff 
Policy” statement by the Research and Policy Committee, Committee for Econ- 
omic Development, November 1954, p. 10). 

In addition to this great disparity in labor costs, raw material costs, and other 
elements of cost of production in foreign countries are correspondingly lower than 
in the United States. In transportation, foreign producers have a distinct advan- 
tage in shipping to the entire coastal territory of the United States. 

Foreign producers have progressively narrowed the quality differential between 
their product and the American article. Laws requiring marking of country of 
origin are broadly interpreted and loosely applied administratively so that the 
ultimate consumer frequently does not know whether he is getting an American 
or a foreign product. 


INCREASE IN FOREIGN PRODUCTION CAPACITY 


The flat-glass industry abroad is rapidly increasing productive facilities. A 
report recently published for one of the largest producers in Belgium, for exam- 
ple, contains the statement in part that— 

“The work of reconstruction plus the modernization of equipment undertaken 
in previous years by the company, particularly in the window glass division, has 
provided the company with flexible production facilities in the window glass 
business so that it was possible to increase production 40 percent in 1953 over 
1952.” 

Further increases in its production are projected and twin grinding equipment 
(the very latest development in plate glass production), has been installed. The 
company referred to, Glaces de Boussois, is typical of many others especially in 
Western Europe and Japan. Western European countries and Japan are already 
largely depending on export markets, and to the extent that their production facil- 
ities are increased, the volume available and earmarked for export purposes will 
be greater. Why not export to the world at large? The market in the United 
States cannot absorb additional quantities of foreign-made glass without serious 
disruption of our operations and consequent unemployment among our workers. 

For the full year 1953 imports of plate glass equaled approximately 23 per- 
cent of the total apparent American commercial market for such product. 
This import represents the substitution of foreign for American workmen of not 
less than 1,130,000 man-hours. This competitive impact directed against the 
very markets in which we sell our best plate glass is at prices below any which 
we can reach. 

Window glass in 1953 was imported to the extent of approximately 10 percent 
of the United States commercial market. 


CONCENTRATED COMPETITION 


We suffer also from the efforts of imports concentrated against different por- 
tions of the domestic market as such become fields for greater profits. This 
shifting of concentrated competition is highly destructive of the regular market- 
ing of commodities such as plate and window glass. It is particularly harmful 
in the shifting from one type of flat glass to another. This occurs where heavy 
sheet glass is substituted for plate glass, as in the case of the influx of foreign 
glass to fill the southeastern market for jalousies, which has now spread 
throughout the country. 
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The market for jalousies, thin strips of glass used in doors and windows, 
has grown tremendously in the last several years. Starting originally in the 
southeastern part of the United States, the demand has swept throughout the 
entire country. American manufacturers, and particularly the Pittsburgh Plate 
Glass Co., enjoyed a steadily increasing market. Suddently, imports appeared 
and have grown to the point where by far the larger part of the demand 
for jalousie glass in the United States is now supplied from abroad. 


LOSS TO WORKERS AND COMMUNITY 


These developments are viewed with growing alarm by the 14,100 glassworkers 
in the Pittsburgh Plate Glass Co., as well as by the many thousands of addi- 
tional workers in other units of American industry and supplier companies 
depending upon sales of their product to us. Involved also and very directly, 
is the welfare of the many small communities in which glass plants represent 
the principal source of employment and income. 

The working men and women in this industry resent the idea of being treated 
as robots who may be transferred from one job to another to satisfy the theories 
of foreign-trade economists. They want no part in any program to trade off their 
jobs to foreign workers and then compensate them by a dole. Many of them have 
worked in the glass industry all their lives, and are tempermentally and physi- 
cally unfit except for the work they are now doing. As individuals they have a 
right to a proper amount of protection against their displacement by foreign 
workers using the same machinery on the same materials which they use in 
their own operations, but who, for one reason or another, receive from one- 
tenth to one-fourth of the wages, exclusive of fringe benefits, which they receive 
in order to retain their position in the standard of living set up for American 
workmen. 

IMPORTANCE TO NATIONAL SECURITY 


The flat-glass industry of the United States is important to our national secu- 
rity. Facilities for increasing the output of flat glass have recently been com- 
pleted by one company and are still underway by this company, all the permits 
for the necessary construction involved were granted on an accelerated amoriza- 
tion basis in recognition of the defense importance. Plate glass and window 
glass, as such, are important and critical products in and of themselves. Their 
eontinued high level commercial sales are vital also to maintain a constant 
reservoir of highly trained workers with skills not readily available elsewhere 
as well as the extensive research and development out of which have grown 
proucts such as radar-face plates, prisms for tanks, bullet-resisting glass, glass 
containing electrical conduits for automatic de-icing in essential and modern 
high-speed aircraft, as well as the many types and kinds of glass specifically 
designed for use in aircraft of all kinds, in ships, in control towers, in warning 
systems, in trucks and tanks and armored vehicles generally, and without which 
the operation of all such vehicles or products would be impossible. 


INDISPENSABLE TO AIRCRAFT 


Certain military aircraft would never leave the ground without glass parts 
fabricated and finished to a high degree of precision from plate glass. 

The Office of Defense Mobilization in 1954 granted us a certificate of necessity 
for the construction of additional facilities to manufacture polished plate glass. 
Strategie uses include: 

(a) Camera windows for military aircraft 

(0) Gunsight reflectors 

(c) Bullet-resistant aircraft windows 

(d) Front-surfaee mirrors in optical-projection devices 

(e) Radar scopes and mirrors 

(f) Wind-tunnel windows 

(7) Air Force observation windows for control of guided missiles 
(h) Fire and other control-tower windows on aircraft carriers. 
(i) Special mapping tables requiring flat surfaces 

These and others are supplied to prime and subcontractors of the United States 
Government. 

The Army, Navy, and Air Force have definitely expressed the strategic char- 
acter of our products. 

It may be fairly stated that 40,000-foot planes are impossible without the 
tremendous strength now built into our plain and curved plateglass. 

57600—55—pt. 1——_77 
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DEFENSE ESSENTIALITY OF OPTICAL GLASS 


This is a highly critical product of the Pittsburgh Plate Glass Co. Here, as 
in the case of plate and window glass, the sale for commercial use creates and 
maintains skills and facilities as well as supporting research and development 
for highly essential defense material. Some forms of optical glass and numerous 
types and kinds of products which utilize optical glass have been included in the 
list of products to be considered for possible reduction in duty in the pending 
negotiations for a reciprocal trade agreement with Japan. No reason seems to 
exist for singling out this class of product especially in view of its undoubted 
place as one of the extremely essential items in any defense program. The fur- 
ther proposal which would be given express approval in H. R. 1 to trade away 
reduction in duties on this class of product to some unnamed and unidentified 
third country or countries to build up the foreign trade of Japan seems incredible. 


SCANT HOPE IN ESCAPE CLAUSE 


H. R. 1 makes no reference to, and seemingly leaves in effect, the peril-point 
and escape-clause provisions of existing law. Those provisions, however, offer 
secant hope for relief to most affected domestic industries. Escape-clause pro- 
ceedings particularly, are not only time-consuming and expensive but as admin- 
istered by the Tariff Commission, results are highly uncertain in many cases, a 
tie vote being the outcome. Even in those cases where the Commission has 
found injury to exist and recommended increase in duty or other import limita- 
tion to prevent such injury, the President has usually refused to grant such 
relief. Since 1948, of more than 50 applications filed, relief has been granted 
in only 4 cases. Wool felt hats (a) and wool felt hat bodies (6), imported 
principally from Czechoslovakia, a Communist-controlled country; dried figs 
(c), and watch movements (d). Utilizing his power the President apparently dis- 
regarded the definitely proved injury and threat of injury to the American watch 
industry, and based his final action largely on the defense essentiality of the 
industry. This seems to mean that the President will exercise his power under 
the escape clause, not to save an American industry from great injury or oblitera- 
tion, but will take affirmative action only if such industrv makes something which 
is required in war. The publie clamor, both here and abroad, which has assailed 
this last remedial action seems to bode ill for the chances of any other industry 
obtaining similar relief under that law. For that reason we believe no further 
power should be given to the President unless his limitations are clearly defined. 

The need for implementation and strengthening the escape-clause provision 
of the act is imperative. That need exists so long as present reductions in duty, 
mostly untried or not fully tested, remain in effect. That need becomes greater 
if consideration is to be given to further tariff-reduction action. 

For all the foregoing reasons, Pittsburgh Plate Glass Co. is opposed to enact- 
ment of the bill, H. R. 1. 

Respectfully, 
R. B. Tucker, Vice President. 

Janvary 31, 1955. 


ASSOCIATED REPRESENTATIVES OF STAFFORDSHIRE POTTERS, 
Care or HuexH C. Epmiston & Co., 
New York, N. Y., February 8, 1955. 
CLERK, COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. C. 


Str: This letter is written on behalf of the Associated Representatives of 
Staffordshire Potters, the principal importers of English bone china and earthen- 
ware. We would like to express ourselves as being highly in favor of passage 
of H. R. 1, Extension of the Reciprocal Trade Agreements Act. 

The chinaware that we import was thoroughly studied by the Tariff Commis- 
sion in investigation No, 11, under section 7, of the Trade Agreements Act of 
1951, and it was unanimously determined by the Tariff Commission that the 
imports of our commodity do not adversely affect the domestic potting industry. 

The uncertainty that arises when the Reciprocal Trade Agreements Act is 
renewed for only 1 year, would be alleviated were the act to be extended for a 
period of not less than 4, but preferably 6 years. This would also eliminate the 
possibility of the termination of the act during an election year. 
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It is requested that this letter be made a part of the record of the hearings on 
H. RB. 1. 


Respectfully submitted. 


By Bruce M. Ripeway, 
DoNnALpD M. MILLER, 
Hue F. HINCKLEY, 
Tariff Committee. 
(Thereupon, at 5:45 p. m., the committee recessed until 10 a. m., 
Friday, January 28, 1955.) 
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FRIDAY, JANUARY 28, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND Means, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the main hear- 
ing room of the committee, House Office Building, Hon. Jere Cooper 
re be sector presiding. 

The Cuarrman. The committee will please be in order. 

The first witness appearing on the calendar today is Mr. John Hawk, 
secretary-treasurer, Seafarers’ International Union of North America. 

Mr. Hawk, will you please give your name, address, and the capacity 
in which you appear, for the record ? 


STATEMENT OF JOHN HAWK, SECRETARY-TREASURER, SEA- 
FARERS’ INTERNATIONAL UNION OF NORTH AMERICA 


Mr. Hawk. Mr. Chairman, my name is John Hawk. I am secre- 
tary-treasurer of the Seafarers’ International Union of North 
America, an affiliate of the American Federation of Labor. I speak 
for approximately 20,000 fishermen and fish-cannery workers em- 
ployed in the tuna industry in California. 

For more than half a century, southern Californians have been en- 
gaged in the tuna-canning industry which has come to occupy a sig- 
nificant and valuable place in the national economy. As an important 
source of food supply, the domestic tuna-canning industry of the 
United States has served the national interest well. It has provided a 
channel of business opportunity for American free enterprise and, in 
the past, a source of gainful employment for tens of thousands of 
workers, particularly on the west coast. Apart from the economic 
opportunities afforded employers and employees directly engaged in 
tuna-fishing activity and tuna-canning operations, the industry has 
provided markets and employment to allied industries, such as can 
manufacturers, label manufacturers, machinery manufacturers, boat- 
builders, hardware suppliers, et cetera. 

In 1931 the domestic tuna industry encountered serious competition 
from abroad when Japan began exporting canned tuna to the United 
States. Taking advantage of their favorable economic position due 
to cheap labor costs, foreign producers, mostly Japanese, soon flooded 
the American market with tuna canned in oil until, in 1933, they 
sa for imports roughly equal to 40 percent of the domestic 
pack. 

After investigation and recommendation of the United States Tariff 
Commission, Congress dealt with the substantial threat of this unfair 
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foreign competition in 1934 by increasing the duty from 30 to 45 per- 
cent ad valorem on tuna canned in oil. This increased tariff did not 
eliminate the foreign imports, but only permitted the American indus- 
try to compete on an equitable basis. As a result, our domestic tuna 
fishing and canning industry continued to grow and prosper during 
the 1930's. 

With the advent of collective bargaining in the industry, thousands 
of fishermen and fish cannery workers were able to negotiate through 
their labor unions for wages, hours, and working conditions in keeping 
with the prevailing standards of free American labor and thus provide 
themselves and their families with a decent standard of living. 

During World War II, the domestic tuna industry proved itself to be 
essential to the national security, both as a source of food for the 
civilian population and the members of the Armed Forces and as a 
ready pool of skilled manpower and small oceangoing craft. With the 
Japanese canned tuna industry temporarily eliminated as a source of 
cheap labor competition and a greatly increased consumer demand for 
fish products during the wartime meat shortage, no objections were 
raised by the domestic industry when certain tariff concessions were 
made by the United States Government in trade agreements with coun- 
tries like Mexico and Iceland, even though this eventually weakened 
the effective protection of the tuna tariffs established by Congress way 
back in 1934. 

Since the end of World War II, the workers of the domestic tuna 
industry have again been placed at a serious economic disadvantage, 
because of unfair competition from cheap imports of fresh, frozen, 
and canned tuna entering the United States from low wage foreign 
countries, and mainly from Japan. 

By early 1950, we began to feel the economic impact of this unfair 
competition from cheap foreign labor, in the form of loss of earnings, 
reduced job stability, and to some extent actual unemployment. 

The restoration of the 45-percent ad valorem tariff on canned tuna in 
oil in January of 1951 from the wartime 2214-percent rate served to 
reduce the staggering volume of imports of that product from Japan 
and South America. It did not eliminate but merely changed the form 
of the growing economic problem faced by California fish cannery 
workers who process 90 percent of the domestic tuna pack. 

The refusal of the Senate on June 24, 1952, to enact H. R. 5693 in the 
82d Congress, after House of Representatives passage of that bill pro- 
viding for a 3-cent per pound temporary import duty on fresh or 
frozen tuna, left eaanaen fresh and frozen tuna still free to enter the 
country without payment of any duty at all. 

On November 26, 1952, the United States Tariff Commission, with 
2 Commissioners dissenting, declined to recommend relief under the 
escape-clause proviso, so that canned tuna in brine and bonito in brine 
still enter the United States under a pitifully low 1214-percent ad 
valorem duty because of the 1943 trade agreement with Iceland, which 
country ironically has no tuna industry. 

The prediction by the majority of the Tariff Commission in Novem- 
ber of 1952 for “continued improvement” of the “situation in the tuna 
canning industry” and its conclusion that “any serious injury, or threat 
thereof, to the domestic tuna canning industry which may have re- 
sulted from increased imports was of temporary character” has not 
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been borne out by subsequent developments. When the final figures 
were compiled for 1952, imports of foreign tuna had climed to the 
highest levels in United States history. 

The voluntary annual quota of frozen-tuna exports to the United 
States was raised twice by the Japanese in 1953, and the shipments 
of brine-packed canned tuna increased more than 50 percent. By 
1953, foreign firms had captured the institutional market—hotels, 
restaurants, and public institutions—with brine-packed tuna. The 
same general trend continued into 1954, with no slackening in the 
rate of f cheap foreign imports in sight. 

Apparently not satisfied with this ever- growing share of the 
American market, the Japanese are now engaged in gradually intro- 
ducing new products i in the form of frozen-tuna loins, cleaned and 
cooked, ready for canning, and tuna frozen and packed in unsealed 
cans, Which apparently can enter at the 121% percent ad valorem rate. 

By taking advantage of these loopholes in our tariff regulations 
and statutes, foreign competitors are able to undersell the ‘domestic 
industry to such a degree that failure to check the present trend may 
well result in putting our American-tuna canneries out of business. 

The members of the Seafarers’ International Union of North 
America have done everything possible to face the economic trials of 
the past 4 years, despite the lack of affirmative relief from the Fed- 
eral Government. We have gone without substantial wage increases 
when they were extended to practically all other southern California 
wage earners and have accepted greatly reduced benefits lesser than 
might otherwise have been achieved through collective bargaining. 
We have cooperated with management to the utmost extent in main- 
taining productive efficiency and promoting technological improve- 
ments in the processing of tuna. But the fact remains that these steps 
by which the production workers of the tuna industry have borne the 
economic brunt of the present crisis are insufficient to cope with the 
underlying problem. 

Between 1950 and the present date, members of this union have 
achieved only approximately a 7-percent increase in wages. While 
other southern California workers enjoyed at least a 10-percent wage 
increase under the “catchup” and “cost of living” regulations of the 
Wage Stabilization Board during 1950-51, we negotiated unsuccess- 
fully with our employers and received no increase at all until the 
spring of 1952. Only after more than three-fourths of the union 
workers in southern California had achieved the protection of a nego- 
tiated “health and welfare” plan to provide medical and hospital 
benefits, did our union finally conclude such an agreement in Septem- 
ber of 1953. Below prevailing standards in benefits, this fish-cannery 
plan calls for roughly one-third to one-half of the amount of em- 
ployer contributions paid for each employee into other negotiated 
health and welfare funds in the area. 

According to the Fish and Wildlife Service’s May 1953 survey of 
this industry, up to 70 percent of plant-production costs in the average 
tuna cannery is the cost of raw fish and only 10 to 12 percent is shore 
labor. Most “steps in the processing of tuna are fully or almost fully 
mechanized,” and “the tuna industry is making use of the latest 
dev elopments.” 

Moreover, the Fish and Wildlife Service reports the industry is 
“operating at, or nearly at, maximum efficiency.” California has long 
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been “the center of the industry, not only in volume of pack, but in 
development and use of mechanical methods.” To the extent prac- 
ticable, mechanization has already taken the place of many hand oper- 
ations “with a resulting speedup and lowering of cost.” Any further 
improvements “which might be made could only result in very small 
overall savings.” 

The cheap substandard labor costs of foreign producers creates too 
wide a gap to be bridged by putting a brake on improvement of wages 
and working conditions for our membership and other workers in the 
domestic industry, or agreeing to the installation of additional labor- 
saving devices even at the cost of increased technological unemploy- 
ment here at home. 

To illustrate the damage that has been caused by imports of tuna 
to our industry, the work force in 1950 in San Diego was composed of 
approximately 3,000 tuna fishermen employed aboard 210 tuna clip- 
pers. Today we have approximately 1,900 fishermen employed aboad 
133 tuna clippers. 

In 1950, 6 canneries in San Diego were processing tuna, employ- 
ing 3,000 fish cannery workers. Today only 1 cannery is processing 
tuna, employing approximately 700 workers. 

In San Pedro in 1950, 12 fish-canning companies were processing 
tuna. Today only five are operating. 

This state of affairs is directly attributed to cheap Japanese import 
competition. Therefore, we strongly oppose the passage of H. R. 1 
as it would authorize the President to reduce the already low tariffs 
by 5 percent each year for 3 years or by 15 percent. 

The President in his special message to Congress on January 10, 
1955, stated, in effect, that American industry in cases where it is Justi- 
fied would have relief under the escape clause of the Trade Agree- 
ments Act. Past experience has shown that this can be interpreted 
as a hollow promise. The record shows that out of 9 cases recom- 
mended by the Tariff Commission to the President for relief in the 
past 2 years under the escape clause only 2 cases were approved by 
the President. 

The passage of H. R. 1 would delegate such powers to the Presi- 
dent that he would be in a position, if he so deemed fit, to lower the 
present inadequate duties on tuna in the forthcoming Japanese trade 
agreement which will be negotiated next month at Geneva under the 
General Agreement on Tariffs and Trade. Such action would spell 
complete disaster to our industry. 

Therefore, we object to the enactment of H. R.1. We ask that the 
committee ask for an open rule so that the bill may be open to amend- 
ment on the floor of the House. 

The CuarrMan. Does that complete your statement, Mr. Hawk? 

Mr. Hawk. Yes, sir, Mr. Cooper. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Any questions ? 

Mr. Reed of New York will inquire. 

Mr. Reep. I want to congratulate you, sir, on the fine presentation 
you made here in the interests of the tunafish industry and its workers. 

About how many men are involved, workingmen, sailors, and so 


forth ? 
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Mr. Hawk. Overall there are approximately 20,000 fishermen and 
fish cannery workers that are directly employed in the tuna in- 
dustry. However, it is hard to account for how many other people 
that are employed, for example, in making cans and repairing boats 
in the boatyards, and so forth. 


Mr. Reep. All of these people in that work, if put out of business, 
would run to quite a number? 

Mr. Hawk. Yes, sir. 

Mr. Reep. Thank you. 

The Cuairman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenxins. Mr. Chairman, I would like to ask to have inserted 
in the record after this gentleman’s statement, a statement that has 
come to my hands indicating the views of about 40 companies, mostly 
tool companies and machine companies, in the Cincinnati vicinity. 
Cincinnati is recognized as the biggest tool manufacturing area in 
the world. These 40 groups have indicated their views on the present 
legislation, in opposition to it. I would like to have that statement 
in the record at this point. 


The CnatrMan. Following the testimony of this witness ? 
Mr. Jenkins. That is right. 

The CuarrMan. Without objection, so ordered. 

Mr. Jenkins. Thank you. 


(The statement referred to is as follows :) 


At a meeting held today, attended by 40 representatives from various Cin- 
cinnati industries, the proposed reciprocal trade legislation was discussed and 
the following resolution was unanimously adopted : 

“Resolved, That we strongly recommend to all Members of Congress that they 
do not enact into law any provision for across-the-board tariff reduction. Such 
a measure would result, first, in unemployment and, second, a reduction in our 
defense base. 

“Industry in this area is made up of many comparatively small establish- 
ments manufacturing products with a high labor content. These plants employ 

“Cincinnati is a large center for machinery, machine tools, production equip- 
lent skill and output by foreign countries. 

“Cincinnati is a large center for machinery, machine tools, production equip- 
ment, and related products, and any impairment of these industries would 
materially weaken our defense resources. Therefore, we strongly urge you not 
to support any action which would injure our employment and economic sta- 
bility or weaken our defense base, which H. R. 1 will seriously affect.” 

There were more men from industries other than machine tools present at this 
meeting. The great concern expressed was for the unemployment which would 
likely oceur once the flood of imports began arriving in our community. 
It was felt that even the present very low tariff rates are yet to be tested and 
may without further reduction be a problem of first magnitude. 

It was pointed out that the wage rates in Europe are today between one- 
third and one-fifth those paid in Cincinnati and that material is affected pro- 
portionately because all material contains labor. 

It was observed that reciprocal tariffs do not reciprocate. If the tariff is 
lowered on a manufactured item, the money spent is for soybeans, or some 
other totally unrelated commodity. 

The study of exports from this country indicates that by and large they are 
mostly raw material and food for which Europeans wish to exchange products 
which have European labor content; that is, manufactured goods. If this were 
1776 such a concept would be a very natural one; but in 1955, it makes no sense 
at all. 

The foregoing statement was endorsed by the following: J. A. Cademartori, 
general manager, American Steel Foundries; L. W. Scott Alter, president and 
general manager, American Tool Works Co.; D. A. Patterson, president, Avey 
Drilling Machine Co.; George H. Lynn, general sales manager, Baldwin-Lima- 
Hamilton Corp; Robert C. Tabors, assistant general manager, Baldwin-Lima- 
Hamliton Corp; Robert T. McMahan, vice president, Boye & Emmes Machine Tool 
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Co.; William A. Dermody, president and general manager, Carlton Machine Tool 
Co.; O. E. Schauer, president and general manager, Cincinnati Bickford Tool 
Co.; Charles E. Gilbert, president, Cincinnati Gilbert Machine Tool Co.; David 
H. March, secretary, Cincinnati Shaper Co.; A. Clements, general manager, 
Clearing Machine Corp., Hamilton Division; Frederick V. Geier, president, Carl 
F. Roby, vice president, Cincinnati Milling Machine Co.; Lester W. Covert, 
secretary and controller, Greaves Machine Tool Division; Frederick W. 
Schlichter, president, Hamilton Tool Co.; David LeBlond, the R. K. LeBlond 
Machine Tool Co.; William L. Dolle, president and general manager, Lodge & 
Shipley Co.; Clifford R. Meyer, president, vice president, Morris Machine Tool 
Co. ; Charles W. Doepke, president, Doepke Manufacturing Co. ; William McGrath, 
president, Williamson Heater Co.; Paul M. Arnold, president, Lunkenheimer 
Co.; R. P. Campbell, vice president, Andrew Jergens Co.; M. Frank Geiger, 
Allis-Chalmers Co.; W. M. Wochos, Wadsworth Watch Case Co.; J. M. Garvey, 
president, American Laundry Machinery Co.; Martin Miller, J. H. Day Co., 
Inc.; Ross Hastie, vice president, Hilton Davis Co.; L. D. Meyers, Emery Indus- 
tries ; Ray Redmond, Buckeye Foundry ; Cal Uihlein, Cincinnati Engineering Tool 
Co.; Leo Koester, Avco Manufacturing Corp.; Paul Christensen, Jr., Cincinnati 
Gear Co.; G. A. Euskirchen, president, Cincinnati Foundry; J. F. Joseph, presi- 
dent, Cincinnati Rubber Manufacturing Co.; J. A. Gardner, Cincinnati Tool Co. ; 
Elliott Wentworth, Vulcan Copper Co.; C. A. Porter, treasurer, Sawbrook Steel 
Castings Co.; William H. Zimmer, Cincinnati Gas & Electric Co.; Harrison Ash, 
president, Aluminum Industries ; E. W. Buschman, president, E. W. Buschman Co. 


The Cuatrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Srupson. This item, tuna, it is included in the negotiations for 
further ponte cuts in the hearings to be held in Geneva next month, 
is it not? 

Mr. Hawk. Yes, sir. 

Mr. Srmpson. The damage is already serious, and of course any fur- 
ther cuts would, in your opinion, make it more serious ? 

Mr. Hawk. There is no question in my mind, sir. The facts and 
the figures point that out. 

Mr. Stmpson. Where do the Japanese get the fish that they ship 
into the United States? Is it in the same areas that our fishermen 
get them or not ? 

Mr. Hawk. I believe some of their fishermen fish pretty nearly as 
far over as our men. Most of our men catch the fish around the Gala- 
pagos Islands. 

Mr. Srupson. Are your men, who formerly worked on these fishing 
boats, are they unemployed or have they shifted to other work or 
other fish catching ? 

Mr. Hawk. Well, sir, there is considerable unemployment, and 
there is very little job opportunity for them at the present time. 

Mr. Smpson. Does it, in your opinion, represent an industry that 
apparently we are willing to wipe out? Does it appear to you that 
that is the purpose? 

Mr. Hawk. Well, it appears to me that if things go along and the 
imports continue increasing at the rate that they have in the past few 
years, there is no question about it, it will be wiped out. I might say, 
in answer to your previous question, that in San Pedro area the tuna 
industry is one of the major industries in that area and also in San 
Diego, Calif. 

Mr. Stmpson. Thank you very much, sir. 

The Cuatrman. Mr. Ikard of Texas will inquire. 

Mr. Ixarp. Mr. Hawk, in view of the relatively recent development 
of frozen fish products, such as fish sticks, and things of that sort, 
do you have reason or do you think that there will be an opportunity 
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for growth in the fish industry and in the packing industry through 
increased consumption ? 

Mr. Haws. Mr. Ikard, I am not qualified to make comments with 
regard to fish sticks and so forth, but there is a section of our inter- 
national union, the Atlantic Fishermen’s Union, located in Boston, 
Mass. Pat McHugh is the head of that organization, and he is also 
vice president of the Seafarers’ International Union. He was sup- 
nen to appear and I am appearing in his place, but I am not cover- 
ing that particular part of the industry because I am not too familiar 
with it, but he has submitted statements, I believe, to be made a part 
of the record, and the statements are available now, I brought them in. 

Mr. Ixarp. Thank you very much. 


(The statement of Mr. McHugh referred to above follows :) 


STATEMENT OF PaTRicK McHueuH, SECRETARY-TREASURER, ATLANTIC FISHERMEN’S 
UNION 


Mr. Chairman, I am secretary-treasurer of the Atlantic Fishermen’s Union, 
an affiliate of the Seafarers’ International Union of North America and the 
American Federation of Labor. 

I speak for the union fishermen in the fishing industry of New England 
which has suffered serious injury and in certain cases irreparable injury because 
of unrestricted imports of foreign frozen fish fillets, tish blocks and fish sticks. 
Consequently we most emphatically object to the passage by Congress of H. R. 1. 

It would be difficult to find a better example of an industry undergoing relent- 
less strangulation as a result of virtually unimpeded import competition than 
is presented by the groundfish fillet industry of New England. 

The present depressed condition of the industry is an outstanding illustration 
of what may happen to any domestic industry under the trade agreements pro- 
gram with a negative and almost completely futile administration of the escape 
clause. 

The increasing unemployment in New England fisheries is principally the 
result of the mounting imports of such groundfish as cod, haddock, and ocean 
perch. The previous high year for imports of fresh and frozen fish was in 
1952 when imports amounted to 108,008,125 pounds. During the first 11 months 
of 1954 imports rose to a new record high of 131,970,878 pounds. 

The magnitude of these imports can be better appreciated when it is com- 
pared with the 1989 imports and early postwar imports. In 1939 the imports 
were approximately 9 million pounds. After the war this import level began 
to rise. By 1948 it had reached 53 million pounds. Today it is over twice that 
volume. Half of our total market has been taken over by imports. 

The cruel truth that haunts the domestic fillet industry is that complete econ- 
omic defeat is contained within the present situation. Unless it is altered 
there is no future in the industry, financially or as a field of employment. 

The principal competitive advantage enjoyed by our foreign competitors lies 
in the lower wages they pay, the lower labor standards to which they adhere 
and the lower costs of materials enjoyed by them as a result of generally lower 
wages prevailing in the countries in which they operate. 

The President in his special message to Congress on January 10, 1955, said: 
“The 3-year extension of the Trade Agreements Act should authorize subject to 
the present peril and escape clause provisions: 1. Reduction through multilateral 
and reciprocal negotiations of tariff rates on selected commodities. * * *” 

The record under the escape clause shows that these references to caution 
and remedy are meaningless. The New England fisheries twice went before the 
Tariff Commission under the escape clause procedure. In the end our efforts 
- were useless. The first effort failed before the Commission itself. In the second 
case the Tariff Commission recommended an import quota to the President. The 
White House rejected the recommendation. 

The President’s rejection on July 2, 1954, of the Tariff Commission’s recom- 
mendations for relief struck our industry like a bombshell. It shattered the last 
hope that the escape clause might be anything but a sham. It destroyed the 
last vestige of confidence in the executive administration of the tariff. 
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The only possible solution for relief, under the circumstances, is the return 
to Congress of its power over the tariff and foreign commerce. This power 
should be exercised through the Tariff Commission, rather than Congress itself, 
but the Commission’s recommendations should be approved by Congress instead 
of the executive branch. 

In this manner, appropriate import quotas could be established in warranted 
cases, when an increased tariff would not be effective. 

As you are aware, Mr. Chairman, under the rules of GATT import quotas 
except on agricultural products are prohibited insofar as the United States is 
concerned. Consequently, escape-clause action under the Trade Agreements 
Act is the only recourse to protect our industry and the jobs of our fishermen 
from unfair competition from abroad. 

I might add that at the time the President turned down the quota on ground- 
fish fillets, an overoptimistie estimate as to fishstick consumption was made. 
It was thought that total fish consumption might be greatly increased in the 
United States as a result of the new product. On the basis of present evidence, 
such optimism seems to be unwarranted. The facts are that fishsticks are 


not creating a net new demand for fish, but are in considerable part substituting 
for other fish products. 


In closing I would like to reiterate our opposition to H. R. 1. 

In view of our bitter experience with a possible remedy under the escape 
clause, we are convinced that Congress through its own independent agency, 
such as the Tariff Commission, should control the tariff. H. R. 1 would not 
permit such an effective arrangement. 

H. R. 1 would pave the way for our adherence to GATT, under greatly in- 
creased powers to be exercised by that organization. We want no part of that. 

The enactment of H. R. 1 would sound the death knell as far as congressional 
regulation of our foreign trade is concerned. We don’t want less congressional 
eontrol. We want Congress to call back its powers from the hands of the 
State Department and give domestic industry a chance of survival against unfair 
import competition. 

The Cuarrman. Are there any further questions? 

We thank you for your appearance and the information given the 
committee. 

Mr. Haws. Thank you. 

_ The Caarrman. Our next witness is Mr. Harold F. Cary, represent- 
ing the American Tunaboat Association. 

Please give your name, address, and the capacity in which you ap- 
pear, for the record. 


STATEMENT OF HAROLD F. CARY, GENERAL MANAGER, AMERICAN 
TUNABOAT ASSOCIATION 


Mr. Cary. Mr. Chairman and members of the committee, my name 
is Harold F. Cary. I am general manager of the American Tunaboat 
Association of California, an association of owners of large tuna fish- 
ing vessels which is incorporated under the California Fish Marketing 
Act. These vessels catch the majority of domestic landings of tuna. 

Appendix I of this statement, which is the last 49 pages, contains 
full information on this organization and on the tuna fishery and its 
trade problem as related to the Committee for Reciprocatory Infor- 
mation in December of 1954. 

Further information on the industry and on tuna imports, particu- 
larly fresh and frozen tuna, is found in the following publications of 
comparatively recent origin : 

1. Report of the Secretaries of State and Commerce and of the United States 


Tariff Commission on Fresh and Frozen Fish. September 1949. 


2. Hearings before the Committee on Finance of the United States Senate 
on H. R. 5693. February 1952. 
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3. United States Tariff Commission: Report on Escape Clause Investigation 
Covering Bonito, Canned in Oil and Tuna and Bonito Canned Not in Oil. Novem- 
ber 1952. 

4. United States Tariff Commission : Tuna Fish, Report on Investigations Con- 
ducted Pursuant to a Resolution by the Committee on Finance of the United 
States Senate. March 1953. 


5. United States Department of the Interior Fish and Wildlife Service: Survey 
of the Domestic Tuna Industry. March 1953. 

Our organization opposes the enactment of H. R. 1. The reasons 
will be evident in a recital of our history in dealing with the Govern- 
ment in trade matters affecting tuna products. 

Tuna enters the United States in several forms. The principal forms 
are: Tuna, canned in oil; tuna, canned in brine; tuna, fresh or frozen. 

Unlike others in the tuna industry, the domestic producer—boat- 
owners-fishermen—is adversely affected by importations regardless of 
form, although not affected equally by each one. 

The tariff history of tuna canned in oil: Tuna, canned in oil, was 
originally dutiable at 30 percent under the Tariff Act of 1930. 

In 1930 imports of tuna, canned in oil, rose to such high levels that 
the domestic industry applied to the Tariff Commission for relief 
under section 336 of the Tariff Act. The President accepted a recom- 
mendation of the Tariff Commission and proclaimed an increase in the 
duty rate to equalize cost of production, raising the duty rate to 45 

vercent. 
In 1943 pursuant to the trade agreement with Mexico the duty rate 
was reduced to 221% percent. 

It is customary to negotiate concessions with a principal supplier of 
a product. Mexico was not and is not a principal supplier of canned 
tuna. Canned tuna is not of primary interest in Mexican trade with 
the United States. 

In the 4 years prior to the negotiation of the Mexico-United States 
Trade Agreement (1939-42) imports from Mexico totaled 958,600 
pounds out of a total of 21,547,800 pounds for all such imports, only 
4.4 percent of all imports during that period. 

After the duty rate was cut and in the last 4 years of the life of 
the Mexico-United States Trade Agreement (1947-50) imports from 
Mexico totaled only 88 pounds out of 55,351,800 pounds, a sum too 
infinitesimal to compete percentagewise. 

Mexico denounced this trade agreement in June of 1950, giving the 
6 months’ required notice. This meant a reversion of the duty rate to 
45 percent on January 1, 1951. 

In this 6 months’ interval a tremendous amount of canned tuna was 
sent to this country (87.4 percent of it from Japan) which caused in- 
jury to the domestic industry. The industry, foreseeing this eventual- 
ity, asked the Department of State to proclaim the duty increase 
effective shortly after denunciation of the trade agrement. This advice 
was not heeded. This, then, is what followed: 


A comparison in terms of processed weight 


Pounds 
1931-40, prewar average 8, 060, 800 
1933, highest prewar year 14, 382, 100 
948 8, 289, 400 
4, 504, 900 
36, 409, 500 
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This excessive amount of imports caused widespread distress in the 
tuna industry subsequent to 1950. 

Thus, negotiating with a country which was not a principal supplier, 
and to whom the commodity was not of primary interest, raised havoc 
in the market and actually resulted in a decrease rather than an in- 
crease in the flow of specific commodity trade with that country. 

_ Now the item “Tuna, canned in oil,” has been placed on the list of 
items being considered for a possible concession in the forthcoming 
trade agreement negotiations with Japan. 

The tariff history of tuna canned in brine: While tuna canned in oil 
appears as a specifically listed item under paragraph No. 718 (a) of 

nited States import duties, tuna canned in brine is not specifically 
listed in paragraph No. 718 (b) which follows—it is considered under 
the collective term “other” by administrative decision, even though 
other fish products which were and are articles of commerce are specifi- 
cally listed. 

This basket category of items was duitable at 25 percent under the 
Tariff Act of 1930. 

In 1943 a trade agreement was negotiated with Iceland reducing 
the duty rate to 121% percent. 

While administrative decisions later held that this reduced duty 
rate was to apply to tuna canned in brine, there was no mention of its 
inclusion at the time of negotiation, nor could it be reasonably said to 
_ be contemplated inasmuch as tuna canned in brine was not an article 
in commerce prior to 1943, or for about 5 years thereafter. Further, 
Iceland never was and is not today a producer of tuna products. 

This basket-category rate was bound under GATT with Nationalist 
China in 1948. Once again this could not properly be said to have 
contemplated binding a rate on canned tuna, inasmuch as Nationalist 
China was not an exporter of tuna products. Later, however, Nation- 
alist China withdrew as a contracting party to GATT. The duty 
rate remains effective under the Icelandic agreement. 

Here we have a case of negotiating a duty rate with a country which 
precese no products of the kind which were later to be vitally affected 

y that rate. 

In 1948, 5 years after this 1214 percent rate was set, just under 13,000 
pounds of tuna canned in brine were exported to the United States, 
representing one-sixth of 1 per cent of total canned tuna received into 
the United States in that year. In 3 years this total was to reach 19 
million pounds and in 4 years it was to reach just under 30 million 
pounds. All considered dutiable at a rate set on a list of products 
which did not list or contemplate tuna in brine. 

The denunciation of the Mexico-United States trade agreement 
which restored the 45 percent duty rate on tuna canned in oil brought 
an almost complete shift of exports from oils to brine. The following 
figures illustrate this: 
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In late 1951 the tuna industry, producers and processors, petitioned 
the Tariff Commission for an escape-clause investigation under sec- 
tion 7 of the Trade Agreements Extension Act of 1951, chiefly because 
of the item tuna canned in brine, but also including canned bonito. 

The case presented by the California industry was patterned on the 
escape-clause criteria found in the Trade Agreements Act. The cri- 
teria were listed in the act to aid in determining whether an industry 
had suffered or was threatened with serious injury. Every part of 
the criteria was met in the case presented to thhe Tariff Commission. 
Despite this marshalling of facts the Tariff Commission (then made 
up of 5 active members) voted 3 to 2 that there was no serious injury 
or threat thereof. Two strange findings were among those made in 
the majority opinion: 

Tuna in brine did not compete with tuna in oil, and 

The tuna fishery itself (producers) was not considered an integral 
part of the tuna-canning industry. 

Now the item, tuna canned in brine, has been placed on the list of 
items being considered for possible concessions in the forthcoming 
trade agreement with Japan. 

At this point it may be observed that by reason of these trade- 
agreement negotiations with a nation that produced marginal quanti- 
ties of canned tuna and with one that produced none at all, the normal 
course of tuna trade was diverted from tuna in oil to tuna in brine, 
by an abnormal economic force created by these agreerhents. It may 
be noted here that imports of tuna canned in oil are likely to hit an 
all time low in 1954, with tuna canned in brine leveling off just below 
the 1953 figures. This is not a complete effect, however, inasmuch 
as this has placed further emphasis upon the already abnormally high 
imports of frozen tuna. 

The tariff history of frozen tuna: Tuna, fresh or frozen, is on the 
duty-free list and has been so treated ever since the first exports to 
the United States in 1928. It has only been in the post-World War II 
period that this commodity adversely affected domestic producers 
(boatowners-fishermen ). 

The prewar average of imports of “frozen tuna (1931-40) was 
3,655,000 pounds (5,392,000 or 62.3 percent from Japan). 

The tremendous increases in the post-World War II period have 
served to make these figures seem very small indeed. In 1948 the 
prewar average was exceeded when 9,143,000 pounds were imported 
into the United States. The phenomenal growth since 1948 is shown 
as follows: 


Nps circa te pcnst-ceeeretrieepi eres disigen dr cetbtacn netics) Sagal diet eni ier. embeati 56, 712, 000 
TIER ciccececesasnhebandneré te aneresehnresetat-orecaiap eats *stlbecapaitees Aaa nN nid hener-aibeipsntsnciegscseseoce 2, 085, 000 


For the first 11 months of 1954 a new record total of 114,713,000 
pounds has been reached. 
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As in the case of canned tuna, Japan is by far the leading supplier 
of frozen tuna, her participation appearing as follows: 





Percent of 
Year Pounds total 
Qn wrde ce wkcnbsna cos sebaduwt gon coh Ungekpubndedaedeeeambaaka ts aeaees 06 aan 2, 392, 000 26.2 
NOD eh oe ie ce eee cee er ee ee. tod Sa ce 2, 839, 0CO 13.8 
SO in choca nse eshkd<osespnanniadchghase eens -tnaeaeiasheee. oeeaeeaee 25, 369. 000 44.7 
BBR st hdc n hide dnc ce da dbbdhdn 54s sbi discus dite eet mawea ae 35, 727, 000 56.7 
Pilinet ines cere dutdok~ tb-res-es' da cwsalaltia oti dtandeeamethints seeten seca 50, 985, 000 73.9 
Werte camden ocndessciglen Lane ah sateen a 446 eh aes ctatene ane 77, 112, 000 81.1 
1054 (January to November only)...-:........-..-....---.-.---------..+----+ 92, 067, 000 80.2 





Thus, we have a clear comparison of the prewar annual average of 
Japan’s exports of frozen tuna, 5,392,000 pounds and 62.3 percent, with 
92,067,000 and 80.2 percent for the first 11 months of 1954. 

The upsurge of frozen-tuna imports, together with the effect of 
the heavy imports of canned tuna in oil, in 1950 idled the domestic 
fleet. An appeal was made to the Department of State to discuss the 
matter with j apan so that some order might be brought out of chaos. 
We were advised that inasmuch as frozen tuna was duty free it was a 
matter that only the Congress of the United States could handle. 
The problem was taken to the Ways and Means Committee which 
recommended a temporary duty, which was adopted by the House of 
Representatives. The Senate Finance Committee similarly approved 
the action. The bill was finally defeated on the floor of the Senate 
in 1952 after active opposition by the Secretary of State. 

The statement to the Committee for Reciprocity Information 
(appendix I) exhibits clearly that the situation sought to be corrected 
by the temporary tariff has continued to burden the domestic producer. 
Since 1950 his production, prices, profits, wages, and employment 
have declined. Imports, both absolute and relative, have increased. 
His fleet has decreased and his share of the market has declined. 

The Japanese fieet, meanwhile, grew and continues to grow vigor- 
ously, exhibiting a sign of extreme good health. This is not found in 
the United States tuna industry, nor is there new tuna-vessel con- 
struction in any other country in the Americas. 

The facts in both these situations are set forth fully in appendix I. 

Every department commentary on the situation recognized a prob- 
lem and suggested a remedy. 

Appendix I (pp. 44-46) quotes our opinion on this matter. It is 
set forth here also because of its importance to an understanding of 
our position : 

SECRETARY OF STATE, 
United States Department of State, 
Washington, D. C. 


My Dear Mr. Secretary: This letter is written in reference to the address 
by the Honorable Walter Bedell Smith, Under Secretary of State, to the Cham- 
ber of Commerce of the United States, on April 27, 1953, on some of the prob- 
lems confronting the administration with reference therein to world commerce, 
trade agreements, and the objectives of the tuna industry. 

For almost 3 years now we have had a very perplexing problem relative to 
imports of tuna in several forms. While affected by these imports in all forms, 
the members of this organization are concerned most with importations of 
frozen tuna, the product refered to specifically by the Under Secretary. 

It is not the purpose of this letter to recount in detail the situation in respect 
to the impact of tuna importations, inasmuch as there is adequate record of this 
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in the printed hearings on H. R. 5693 before the Senate Finance Committee and 
in the recently issued report prepared for that committee by the United States 
Tariff Commission. 

It is the purpose of this letter, however, to set forth our philosophy in regard 
to these matters with the objective of correcting the inaccuracy in the state- 
ment: “Our own tuna fishermen, quite naturally, want the domestic market to 
themselves.” It appears that in the preparation of these remarks on the tuna 
situation and the attitude of the tuna industry before so important a group, 
the Under Secretary has not been given the advantage of adequate research. 

The last public statement by this organization on the subject was made No- 
vember 17, 1953, before the United States Tariff Commission. The following 
excerpts from the summary contained therein are indicative of our point of 
view : 

“The problem of damaging our relationships with other countries is a most 
serious one which goes beyond the immediate problems of the tuna industry” 
(p. 47). 

“Imports have seriously hurt the American industry. Imports should not be 
eliminated inasmuch as they provide a needed competitive element and a needed 
component of the market” (p. 48). 

“We must apply a type of solution which will enable the American industry 
to continue to grow and operate at a profit and which will do the same thing for 
the foreign supplier. That would be within the framework of the trade policy 
of the United States and consistent with the foreign policy of the United States. 
We need not bankrupt ourselves as a nation or our individual businesses to 
prove our regard for other nations, because there is a quality of understanding 
of such matters in other areas which appears from time to time not to have 
been deeply sounded” (pp. 48-49). 

In correspondence with the Department of State and in statements over a 
period of several years this same line of thought has been advanced. 

While copies of the statement referred to doubtless are in the files of the 
Department, we are attaching hereto the last five pages giving the summation 
of the case. 

The industry has attempted seriously to view the problems of trade both 
from the viewpoint of the industry and of international relations. 

Our remarks are substantially in agreement with those of the Under Secretary 
in the same address: “But the paramount concern is the national interest and 
the road to our objective must not entail sacrifice for any American enterprise.” 
With the exception that we believe that there will inevitably be sacrifices on 
the part of (for) any American industry, no matter how carefully these complex 
problems are handled. We believe American industry will do and has done 
things in the national interest which entail sacrifice when the reason therefor is 
clear and valid. We believe, however, that there is a difference between sacrifice 
by an industry and the sacrifice of an industry. 

The problem we face is how these things on which we agree can be done. It 
seems fair to state that for some years the exponents of free trade have espoused 
their cause without substantial opposition. This is not a desirable situation and 
has led more and more to the utterance of extreme statements and the adoption 
of narrowed viewpoints. An example of this is found recently in a statement of 
one Government official: “After having helped to build up the production of our 
allies and our enemies so that the countries of the free world can stand on their 
own feet in competitive world trade, we have not at the same time been able 
to lower our trade barriers to make it possible for them to sell to us.” 

There are two items of interest here. First, the United States has taken the 
lead in encouraging world trade and in eliminating trade barriers and yet, rather 
than tell the other nations of the world that we have set and are setting an 
example and documenting it by the strong factual case available, we seem to 
prefer to indugle in self-vilification as though nothing at all had been done or 
was likely to be done. Second, it would seem to be the further setting in motion 
of extreme statements on the other side. It is axiomatic that extremism on one 
side begets the same attitude on the other side. Our position of world leader- 
ship, the justice of our views, demands something better from both. 

Returning to matters of more local concerns, we can attempt to make some 
reconciliation of the Under Secretary’s remarks. First, in referring to the Far 
East (Japan): “Here there is a clash between our national objectives and local 
demands for a duty increase on tunafish.” Second, in stating our objectives and 
aspirations: “But the paramount concern is the national interest and the road 
to our objective must not entail sacrifice for any American enterprise. Neither 

57600—55—pt. 1—_—_78 
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should it entail special preferment for any single enterprise to the detriment of 
American industry as a whole.” There is a seemingly paradoxical position 
created for the businessman in an examination of these remarks. 

In specific relation to tuna, the situation cried for solution. The industry 
used the only avenue open to it, legislative action. This was embarked upon 
only after extended discussions with Government, including the Department of 
State, in which we were advised to take the matter to Congress. In Japan, the 
point of origin of most tuna exports, a voluntary quota was imposed through 
Government-industry action, with the express purpose of defeating a bill origi- 
nated by the Ways and Means Committee calling for a temporary duty on frozen 
tuna. Although revised upward 3 or 4 times since its inception, the voluntary 


quota has remained an instrument of Japanese policy in dealing with this trade 
problem. 


I might add, parenthetically, that this letter was written in 1953. 
It is not presently “an instrument of Japanese policy.” 


Prior to the unilateral adoption of the quota system, the Japanese sought agree- 
ment with the Department of State and in this the Department would not act. 
In addition the Japanese sought some type of agreement with the American 
industry. In this the industry or any of its parts could not act under the law. 
Thus a solution proposed by the exporting country, and thus acceptable to it, 
was left entirely to unilateral decision. It does not seem farfetched to suggest 
that a happier result could have been reached had the Department, which had 
appropriate power to act, acted in this matter. Diplomatic relations could thus 
have been improved, rather than continuing as a source of concern. The ways 
of diplomacy were not served by ignoring the problem or the solution offered. 

Fisheries people, and in particular those concerned with tuna, have an abiding 
concern with international matters. They do not by choice become the disturb- 
ing factor in the good world relations so necessary to our Nation. They do not 
seek to be used as the example in a clash “between our national objectives and 
local demands.” They wish simply to take up their problem with their govern- 
ment in an atmosphere of give and take and make a mutually honest attempt to 
reach a solution without bringing into play all the charges and countercharges 
which so often arise and set in motion international ill will instead of good will. 


Now the crowning solution is in the making. The trade agreements 
committee, despite this record of difficulty in the producing end of the 
industry, has included tuna, fresh and frozen, in a list of items pub- 
lished for possible inclusion in negotiation of a trade agreement with 
Japan. The maximum concession which could be granted to Japan 
would be to bind the duty-free status. 

This would be nothing more nor less than a wanton act. 

It would grant a preferred status to the Japanese producer who is 
expanding his production, his fleet, and his exports. It would not be 
removing any barrier to trade. 

As we understand it, the President is authorized to modify or alter 
import restrictions only when he finds as a fact that any existing duties 
or other import restrictions are unduly burdening or restricting the 
foreign trade of the United States. The duty-free status of frozen 
tuna is not and cannot be a burden or restriction on foreign trade— 
binding such a rate would serve no purpose other than to declare to 
the world in general and to Japan in particular that the domestic 
tuna fishery was completely dispensable. 

Before preparing our statement to the Committee for Reciprocity 
Information we wished to have our thinking in order and to have the 
benefit of the considerations that led to the inclusion of frozen tuna 
on the list of items published for consideration for possible conces- 
sions to Japan. Our letter to the chairman of the Interdepartmental 


Committee on Trade Agrements contained these specific questions in 
regard to this commodity : 
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1. What was the source of the suggestion that the item fresh or 
frozen tuna be placed on the tentative list for consideration ? 

2. What organization or group made the decision to place it on the 
published list for possible negotiation ? 

3. What criteria were used as a basis for deciding to place this item 
on the published list ? 

4. What was sought to be accomplished by placing it on the pub- 
lished list ? 

(a) A binding of the duty-free status? 

(6) Imposition of a tariff ? 

(c) Agreement upon a quota ? 

(d) Any combination of the foregoing ? 

5. After hearings, what criteria will be used in the decision of the 
Committee on Reciprocity Information to negotiate or not to nego- 
tiate this particular item in a trade agreement with Japan? 

6. (a) Can a negotiation of a trade agrement with Japan result in 
a tariff or duty rate being placed on fresh or frozen tuna ? 

(6) Can a quota be agreed upon, and implemented by, this trade 
agreement negotiation ? 

(c) If the free duty status is bound in the trade agreement will it 
place the subject beyond the scope of congressional inquiry or action ? 

7. If the duty-free status is bound in the trade agreement, by what 
means can it be subsequently removed from the trade agreement ? 

(a) If Japan isa member of GATT? 

(b) If Japan is not a member of GATT? 

8. If the duty-free status is bound in a trade agreement what bene- 
fits did you consider would accrue to the Japanese ? 

9. If the duty-free status is bound in a trade agreement, what 


benefits did you consider would accrue to producers in competing 
countries ? 
10. If the duty-free status is bound in a trade agreement what 
benefit did you consider would accrue to the United States producer ? 
11. If the negotiations bind the ew duty-free status, what did 


you estimate to be the effect upon the volume of imports of fresh and 
frozen tuna from Japan (this can be given in terms of percentage or 
pounds of increased imports) ? 

12. If the negotiations bind the present duty-free status, what did 
you estimate will be in the increase or decrease in the volume of fresh 
or frozen tuna imports from other competing countries (this can be 
given in terms of percentage or pounds of increased or decreased 
imports) ? 

13. If the negotiations bind the present duty-free status, what did 
you estimate would be the effect upon the American producer in his 
permitted ability to provide production for the United States market ? 

14. Is there any particular concession which the Committee has in 
mind to obtain from Japan in binding the duty rate on fresh and 
frozen tuna at its present zero rate ? 

15. What is the volume and value of such products? 

16. As a part of the proceedings growing out of the decision to 
negotiate a trade agreement with Japan the Tariff Commission will 
hold hearings in respect to the establishment of peril points. Can 
you advise us what procedure will be used to establish a peril point 
in respect to an item which is presently duty free? 
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The reply to this letter and to this particular set of questions was, 


in part, as follows: and I will not read that, Mr. Chairman, if it may 
be made a part of the record. 


The Cuareman. We will include that in the record. 
(The information referred to is as follows :) 


* * * * * * « 


I think it would be inappropriate for me to try to describe in detail the con- 
siderations that lead to the decision to list any specific product. Apart from 
other considerations, obviously fresh or frozen tuna is such an important prod- 
uct in the trade with Japan that it would be difficult to explain why che United 
States was not prepared even to consider the possibility of a concession. As 
you know, such consideration cannot be given unless a product is listed. 

In view of the fact that no decision regarding a concession on fresh or frozen 
tuna has been made or should be made until all available information has been 
considered, I cannot completely answer questions 4 and 6 of your second set of 
questions. However, as you may know, the Trade Agreements Act specifically 
prohibits the transfer of items between the dutiable and free lists. If tuna 
should be the subject of a concession, this would not, of course, preclude con- 
gressional inquiry or action, but it might be expected that the Congress would 
give careful consideration to the international obligations of the United States 
before taking any action which might impinge upon them. 

Trade agreement concessions may, of course, be modified in accordance with 
the provisions of the agreements. One possible basis for modifying the con- 
cession would be a determination by the President under established escape- 
clause procedure that such modification is necessary to prevent or remedy se- 
rious injury being threatened or caused the American industry producing like 
or competitive products. 

It is not possible to furnish definitive replies to the questions 8 through 15 
on pages 2 and 3 of your letter if for no other reason than that no decision has 
as yet been reached even to offer a concession on fresh or frozen tuna. If it 
should finally be decided to grant a concession, individual opinions would prob- 
ably differ as to the precise effects to be expected from it. The trade-agree- 
ment procedure, however, provides a mechanism for obtaining a consensus of 
the best judgment available, taking into account all of the interests involved. 
Should it ultimately be decided that a eoncession on tuna is advisable, it will 
be granted only on the basis of existing legal requirements which include tak- 
ing into account the peril-point findings of the Tariff Commission, the require- 
ment to avoid concessions which threaten domestic production needed for na- 
tional defense needs and in the light of all pertinent data. In any event, recip- 
rocal concessions must be obtained for concessions granted by the United States, 
thus serving to reduce trade barriers and to expand United States exports. 

So far as question 16 is concerned, any comments could appropriately be 


made only by the Tariff Commission, which has the responsibility for making 
such determinations. 


Mr. Cary. The reply is relatively noncommital. It does not give 
evidence that exhaustive deliberations preceded the decision to pub- 
lish the item fresh or frozen tuna for the possible granting of con- 
cessions to Japan. We do not believe it would be at all difficult to 
explain why the United States could not grant a concession. 

This, then, is the history of the handling of three tuna commodities. 
It is obvious that because of the interplay of economic forces that 
these should be treated uniformly and reasonably from the standpoint 
of trade policy. 

A central problem is that although a uniform solution is necessary 
there is no single agency or branch of government which can do this. 

Through possible lack of competence, care or adherence to the basic 
tenets of our trade policy, which is to promote foreign trade but not 
ignore legitimate safeguarding of domestic industries, agriculture and 
labor standards in so doing, the tuna trade situation has become in- 
creasingly involved. Injury has been sustained by the domestic indus- 
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try, particularly the domestic producers. Uncertainty and concern 
are found in the few Latin American producing areas. An uneasy 
victory has fallen to the Japanese. 

However, the primary purpose of this statement is not to present 
the specific problems of the tuna producer or the others in the industry 
to you and ask you to solve them, but, rather, to bring to the com- 
mittee a view of the Trade Agreements Act in action. 

We believe that it has operated badly in our field of business. 

We believe that a better result could be obtained were the Congress 
to maintain its constitutional authority and discharge its concomitant 
duty to regulate trade with foreign nations. 

We believe that the Tariff Commission should be strengthened to 
enable it to explore adequately and report fully to the Congress on 
all matters referred to it. 

We believe that such an agency once it was adequately staffed could 
be petitioned by import and export interests, as well as domestic 
interests, to consider the facts and issue reports and recommendations 
which would be the basis for establishing, raising or lowering tariffs 
or quotas. 

We believe the State Department and other executive departments 
should have the right and duty to issue independent reports and rec- 
ommendations which would be the basis for taking into account the 
foreign relations aspect and other considerations concerning a con- 
templated action. 

In these ways the Congress would be adequately supplied with 
information in regard to any requested action and would be able to 
discharge its function of regulating trade—the State Department 
and/or other executive departments would be fully authorized to state 
the position as viewed from the standpoint of foreign relations, as 
well as any other considerations thought to be relevant. 

Foreign nations could not regard this as unfriendly as they, in effect, 
would be granted a voice through petitions by import or export inter- 
ests to the Tariff Commission in respect to any item considered an 
appropriate subject for a decrease in a duty rate or quota. 

Mr. Chairman, that concludes my statement, other than the rest of 
the matter which I would like to have made a part of the record. 

The Cuatmrman. It will be made a part of the record. 

(The information referred to is as follows :) 


STATEMENT OF Harotp F. Cary, REPRESENTING THE AMERICAN TUNABOAT 
ASSOCIATION 


My name is Harold F. Cary. I am appearing before the Committee on Recip- 
rocity Information on behalf of the American Tunaboat Association. I am 
employed as the general manager of that organization and have been so employed 
for more than 6 years. My experience with the tuna industry began just over 
25 years ago. I have been closely connected with it for almost this entire period, 
chiefly in the shipbuilding and repair branches, with the exception of the last 
6 years when I have been employed directly by the boatowners. 

The great majority of my working life has been spent in this industry. This 
experience represents my primary qualification to speak for the producing seg- 
ment of this industry, which I am privileged to represent. 

The American Tunaboat Association has been in existence for over 30 years. 
In 1952 this organization, which had existed previously as a voluntary associa- 
tion of tuna boatowners, was changed to a cooperative corporation under the 
California Fish Marketing Act. 

Its membership consists of owners of large tunfishing vessels operating by 
use of the live bait, hook and line, method. Large high seas vessels using this 
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method account for approximately 65 percent of all domestic tuna landings and 
for approximately 80 percent of all the yellowfin and skipjack tuna landings. 
The association is made up of approximately 70 percent of vessels of this type 
operating from southern California. 

The owner members are independent businessmen, the overwhelming majority 
of whom are active fishermen or persons who have fished for a living. 


WHY WE ARE REPRESENTED HERE 


Our organization is represented here in response to the published notice of the 
Committee for Reciprocity Information dated November 13, 1954, wherein it is 
stated: “Persons or groups interested in import products may present to the com- 
mittee their views concerning possible tariff concessions by the United States on 
any product * * *.” I am here to present the views of my organization in 
regard to the item “Tunafish, fresh or frozen” whether or not packed in ice, and 
whether or not whole, which appears as paragraph 1756 on the free list of the 
Tariff Act of 1930, title IT. 


WHAT DO WE SEEK 


This hearing is for the purpose of obtaining views and information from inter- 
ested persons on all phases of negotiation of the forthcoming trade agreement 
with Japan, including views for and against concessions which the United States 
might seek or offer on particular products. We are advised that the listing of an 
item such as fresh and frozen tuna is for the purpose of gathering information 
on the possibility of a concession, and that it does not necessarily mean that a 
concession will be offered on the product. However, it is stated in the announce- 
ment of the Department of State that the majority of the listed articles are in- 
cluded for the purpose of giving consideration to concessions in negotiations 
directly between the United States and Japan. 

Fresh or frozen tuna (par. 1756) is free of any duty. 

Obviously, the only concession which can be granted to Japan is to bind this 
article “‘Tunafish, fresh or frozen” in a trade agreement with Japan. 

Our position is that a decision to grant this concession would act to destroy the 
domestic producer and ultimately the domestic processor of tuna who, together, 
have built a major food industry in the United States. In the process of building 
this food industry the domestic processor, or canner, has had tariff assistance : 
the domestic producer, or fisherman, has had none. A decision to bind the duty- 
free status of frozen tuna, while not altering the duty-free status, would be in 
its simplest terms a decision to place the producer-fisherman in a category 
where the ordinary processes of the action of his own government are denied him. 

It is our purpose, by means of this written statement and by means of addi- 
tional comments at the hearing, to present to you data which will serve to itlus- 
trate the justness and correctness of our position—that this item “Fresh and 
frozen tuna” should not be bound. 


AVAILABILITY OF PUBLISHED MATERIAL 


A wealth of material has been developed by the United States Government deal- 
ing with the tuna industry and all tuna imports, particularly imports of fresh 
and frozen tuna. In comparatively recent years these publications have become 
available and have no doubt been reviewed by your committee. Among these are: 

1. Fresh and Frozen Fish—Report of the Secretaries of State and Commerce 
and of the United States Tariff Commission in response to House Resolution 
No. 174, 81st Congress, published September 1949. 

2. Hearings before the Committee on Finance of the United States Senate on 
H. R. 5693, an act to amend the Tariff Act of 1930, so as to impose certain duties 
upon the importation of tunafish and for other purposes, published February 1952. 

3. Report on Escape Clause Investigation under section 7 of the Trade Agree- 
ments Extension Act of 1951, covering bonito canned in oil, and tuna and bonito 
canned not in oil, the United States Tariff Commission, published November 1952. 

4. United States Tariff Commission—Tuna Fish, Report on Investigation con- 
ducted pursuant to a resolution by the Committee on Finance of the United States 
Senate, published March 1953. 

5. United States Department of the Interior—Fish and Wildlife Serviee— 
Survey of the Domestic Tuna Industry, published March 1953. 
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Reference will be made only briefly to these published reports in the presenta- 
tion, inasmuch as they are available to this committee for its study. It is the 
opinion of the tuna producers that these have not been extensively used. Other- 
wise, there would have been no decision made to place the item ‘Tuna fish, fresh 
or frozen” on the list for possible negotiation and granting of further conces- 
sion to Japan. 


IMPORTANCE OF THE INDUSTRY 


Ours is an important industry. It is based on a fishery which has existed 
for approximately 50 years, although its importance nationally has only de- 
veloped within the last 25 years. A relatively steady increase in production 
began in 1926 and with minor deviations climbed until the start of World War 
II. At that time the conscription of all major producing vessels brought about 
a decline in production. The return of those vessels which escaped casualty in 
the war, purchase of surplus Navy vessels in the same postwar years, and new 
construction resulted in a resumption of this increase, so that the average 
anual production of prewar years has been surpassed. The forward progress 
of the industry brought it to a position as the leading canned-fish industry in 
the United States in the year 1950, with the value of its products leading the fish- 
ing industries of the country in that year. In 1953 the published reports of the 
United States Department of the Interior (Canned Fish and Byproducts, 1953, 
C. F. S No. 1004) indicate that this is still the case. 

The attainment of this position by the tuna industry has increased the breadth 
of its economic impact upon the economy of the Pacific coast and on the Nation. 
Its operation is of considerable importance to a number of ports in the States 
of California, Oregon, and Washington, and to a lesser degree to some eastern 
areas. 

A peculiarity of the industry’s position is that, while tuna is found in almost 
all the oceanic waters of the world, the United States is the only area in the 
world where there is a consequential market for the end product, canned tuna. 
This market has been built almost in its entirety by the efforts of the domestic 
industry. This market which we have built has made the United States market 
a magnet for producers all over the world. 

Certain statistics will be given with respect to production, employment, and 
other factors to give some measure of this economic importance. There are 
other measures of importance which cannot be stated in terms of dollars and 
cents. In stating these, at the outset, it would not be amiss to raise the very blunt 
question as to why we should have a tuna-catching industry at all. The ques- 
tion has not been directly put, but it is actually basic to any consideration of 
the problem before us. Our position, as has been stated to you, is that the bind- 
ing of the duty-free rate on frozen tuna through a trade agreement with Japan 
would be a mortal blow to the producer in the United States. If this is com- 
pletely, or even partially, correct, then the problem before us is simply stated— 
should we or should we not have a domestic tuna-fishing industry? Our reply 
to this question as to whether or not we should have domestic producers of tuna 
would at least contain these thoughts for your consideration, which are apart 
from the mere recital of statistical measurements. 

First, we believe that one of the greatest assets of our country is the diversity 
of its industry. 

Second, we believe that equal with that is the fact that the employment of di- 
verse skills provides strength to our economy. Ours is a maritime nation and 
needs its skilled seamen. 

Third, we believe that it is in the national interest to encourage the develop- 
ment of private enterprise. The tuna fishing and canning industries alone have 
developed a tuna market in the United States by free enterprise. 

Fourth, we believe that the United States must retain and maintain access 
to, and encourage the development of, its natural food resources. Tuna is one 
of these and, if weight of scientific opinion is of value, we will be looking to the 
sea to provide greater amounts of protein food as the years go by. 

Fifth we believe that apart from the development of natural resources and 
utilization of skills in the years of peace the time may arise when emergency 
makes it not only desirable but necessary to harvest these resources and utilize 
these skills. 

Sixth, we believe it to be consistent with the trade policy of the United States 
to see that the many branches of industry, agriculture, and labor are not seri- 
ously damaged or eliminated by force of foreign competition. 
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Seventh, we believe that the maintenance of a vigorous competitive American 
industry is an aid to the American consumer in providing the competition neces- 
sary to keep prices within range of that consumer. 

The industry is, therefore, important, not only for its size and dollar value 
alone, but for the foregoing reasons which cannot be measured by statistics 
alone. 

Inasmuch as this committee is concerned with a study of a great number of 
products, I have made mention of the fact that there are published reports on 
the tuna industry available. I will not repeat the contents of those reports, 
except to refer them to your committee for study. However, in this statement 
we think it well to review some of the basic facts concerning our industry so 
they may be firmly in the minds of the members of the committee during its 
deliberations on whether or not we are going to have a domestic tuna-producing 
industry. In order to do this the next sections of this brief will be devoted to 
a coverage of our area of operations, our fleet, our fishermen, the market, the 
military value of the fleet, and then proceed from there on to the statistical 
position of matters concerning production, employment, prices, imports, and 
other items which are necessary to the measurement of this problem by means 
of statistics. 

AREA OF OPERATIONS 


The area of operations of the United States tuna fishery runs from the high 
seas areas off the Pacific Coast States and Canada to the high seas areas off the 
coast of northern Peru. The albacore (a species of tuna) is taken in the inter- 
national high seas off the coast of all three Pacific Coast States, Canada, and 
Mexico. The yellowfin and skipjack tunas are caught by us in overwhelming 
majority in the international high seas off the coasts of Mexico, Central America, 
and northern South America. 

We think it important to an understanding of the tuna fishery that the matter 
of the area of operations be well understood. This is set forth in detail in 
exhibit 1. Its development then appears as it should; simply the logical action 
of an industry determined to solve the problems of uncertainty of supply and 
lower cost of production per unit in order to build and supply a growing market. 


THE FISHING FLEET 


At the present time there are approximately 168 long-range, high-seas tuna 
clippers in operation which fish by the hook-and-line method using live bait. 
These clippers range in length from 65 feet to 150 feet, and carry from 50 to 550 
tons of tuna per trip. These vessels are all equipped for brine-freezing fish at 
sea and carry crews of from 9 to 18 men, and are capable of voyages of more 
than 10,000 miles, the trips lasting as long as 100 days. These vessels account 
for more than 70 percent of the yellowfin and skipjack landings. The investment 
in these vessels on a replacement basis approximates $60 million. 

There are approximately 100 purse seine vessels which operate more or less 
continuously in the tuna fishery. These vessels catch their fish by the use of 
seines or nets and do not require the live bait necessary to the clipper ships. 
They account for about 20 percent of the yellowfin and skipjack landings. Invest- 
ment in these vessels on a replacement basis approximates $20 million. 

The albacore fishery utilizes smaller vessels which are far more numerous. 
It is estimated that over 3,000 were engaged in this fishery in 1950 to 1951. These 
vessels catch tuna by trolling or by use of live bait with many equipped for 
both methods. At present they represent every seaport and fishing village from 
Alaska, Washington, Oregon, and California. These vessels account for almost 
the entire percentage of albacore landings. The investment in these vessels on 
a replacement basis approximates $25 million. 

Exhibit 2 gives in detail the history of the development of the tuna fleet. The 
majority of this ownership is engaged in the actual operation and/or manage- 
ment of these vessels. The amount of ownership by processing organizations is 
relatively small. 

In 1951 there was a larger number of vessels and a greater potential tonnage 


than at any time in the history of the tuna fishery. Now, 3 years later, the 
trend is downward. 
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FINANCING THE FLEET 


The bulk of the financing of the tuna fleet is done by reliance on the credit 
of the boat and its owners. 

Primary long-range financing for boat construction has changed direction 
from time to time. When the fishery was limited in area and vessels limited 
as to size, the fishermen provided their own capital. As the vessels grew more 
complex, the fishermen neded bank financing for construction. In those days 
the cannery was definitely a part of this picture in providing loan guaranties, 
and in some cases direct loans. In the immediate postwar years the canner was 
also a large factor as a guarantor but since has moved more and more out of 
the picture. Bank loans have been granted with full reliance for repayment 
placed upon the value of the vessel and the individual net worth of owners. 

Because of reduced activity other indebtedness of the boats has sharply in- 
creased. In these cases the operations of the vessel are conducted upon re- 
hance on the credit standing of the vessel and its owners. Canners make short 
term advances for cash items such as payment for license fees and repayment 
is provided therefor out of the proceeds of the trip. Repairs, insurance, pro- 
visions, fuel, and all the other expenses of the vessel are normally the type of 
expense financed by reliance upon owner’s credit. 

At the present time and for some time past it has been impossible to secure 
cannery backing for construction of or investments in boats. There has been a 
move within the industry to reduce to a minimum the cash advances for trip 
expenses. Credit limitations have been placed in foreign ports where no sharp 
limitation existed before. 

In the main, the financial affairs of the boatowner are his to conduct and con- 
trol. He cannot rely upon the cannery to do that for him as might have been 
done in earlier days. He therefore carries with him both the advantages and 
disadvantages of financial independence. He is no longer the fair-haired boy 
who is indispensable to the canners’ business activity and he must establish 
credit in most cases upon his own demonstrated ability to repay. 

Attention is now being given to the development of financing of operations, 
both short term and long term, through access to the Bank for Cooperatives in 
the Farm Credit Administration. Fishery cooperatives do not have access to 


this source of credit at the present time, and it is planned that upon the comple- 
tion of a suitable study legislation will be introduced similar to that introduced 
in the 81st Congress, which would make access to this source of financing possible. 


THE FISHERMAN 


The fisherman, owners or employed, in the tuna industry total about 3,500 
active on a full-time basis, with the number rising to more than 12,000 during 
the summer and early fall albacore season. 

Fishermen employed in the bait-boat fleet, and a percentage of those in the 
purse-seine fleet are those employed the year around in tuna fishing although 
there is considerable turnover in these full-time berths. Other fishermen active 
during part of the year on the purse-seine and albacore vessels augment their 
incomes with work in the halibut, salmon, sardine, mackerel, and other coastal 
fisheries during the balance of the year. 

The fisherman has shown himself, in his part in the creation of this fleet 
and in the expansion of this fishing area and his pioneering of new, farflung 
areas, to be a man of creativeness and independence. The maintaining of con- 
ditions in this country short of all-out Government guidance wherein such men 
can develop seems to be a most worthy objective. 

The work of the fishermen has been often described and needs no recounting 
in this presentation, as I believe that the hazards and deprivations of such 
work are clearly evident and understandable. 

In the prewar period as the growth of our fleet moved slowly forward man- 
power was not a problem. Skilled personnel could be obtained and trained 
about as rapidly as expansion of the fleet required. In the postwar period the 
rapid expansion and the great market demand provided sufficient incentive 
to many young men to learn the work of fishing tuna and many able persons 
joined the fleet. Today, because of the interrupted nature of operations, the 
abundant availability of employment for skilled personnel ashore, and the un- 
certainties of the business, we have had difficulty in maintaining a sufficient 
force of skilled fishermen, engineers, navigators and others needed in our busi- 
ness. .It must be emphasized that all personnel on a vessel requires being 
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above the level of common labor for efficient operation of a vessel at sea. Much 
has been said about the earnings of fishermen: if it were only nearly true there 
would be great competition for jobs in the fleet. As it is such competition for 
jobs is not present nor has it been for a year or more. 

The fisherman represents the primary source of investors in a new vessel. 
Because of the conditions that exist no investments are being made in new ves- 
sels and many equities are for sale. This does not mean that the fisherman 
who sticks with the job is not earning a living: it does mean that he is not go- 
ing to risk his earnings in providing needed venture capital. By all rules, the 
fleet should be expanding as the market expands, and it is not doing so by reason 
of the fact that capital will not earn profit when invested in a tuna clipper at 
this time. 

The fishermen in the bait-boat fleet and the purse-seine fleet are almost en- 
tirely union members, except for owners working aboard their own vessels. 
The fishermen in the bait-boat fleet are largely members of the Cannery Work- 
ers’ and Fishermen’s Union of San Diego, an American Federation of Labor 
affiliate, and the engineers in the main are members of the International Asso- 
ciation of Machinists. The purse-seine fleet employs fishermen and engineers 
who are largely members of the International Fishermen and Allied Workers. 
These men are compensated on a share basis, with no guaranties in the event 
of a loss trip in which the value of the catch fails to cover the agreed upon items 
of trip expense. There have been several instances of this this year. Con- 
tracts provide for the means of compensation, the lay or share basis, and work- 
ing rules which apply. The owner is in nv way bound in respect to where he 
ean fish or where he can sell his fish. 

Labor relations have been generally good and labor contracts have tended 
to reflect the national trend toward liberalization in both compensation and 
working conditions. 

The productivity for the American tuna fisherman (catch per man per day) 
is calculated to be twice that of his Japanese competitor. This condition does 
argue for the claim of efficient operation. The incentive to work provided by 
adequate earnings plus the modernization of vessels and methods has steadily 
increased this productivity. The productivity difference does not in this type 
of activity, however, offset the lower per man cost found in the foreign fleets. 


MARKETING TUNA 


The adversities of the last several years have caused marked changes in the 
marketing of the tuna catch. Exhibit 3 covers the individual contract system 
which obtained for a number of years, and which still obtains to a certain de- 
gree. One serious flaw was found in this procedure. It was that the canner 
was capable of exercising a unilateral control over whether or not a vessel fished 
at all. The result of this control and the exercise of it was that for several 
years the fleet has been tied up at varying periods. It is very obvious that 
the time spent in port by a vessel costing several hundred thousand dollars is 
an extremely expensive wait for the boatowner. In addition, insurance costs 
and many other costs of a fixed type must be carried during that period. There 
was always the risk of damage to the vessel and repairs are mounting during 
that period. Therefore, there is a definite loss of efficiency. It means incur- 
ring costs for which there is no offsetting income. It means that the vessel 
is not used efficiently and when used on less than a full-time basis the unit cost 
of production is necessarily higher than it would otherwise be. 

The boatowners considered this problem and in 1952 the American Tuna- 
boat Association became a cooperative corporation under the California Fish 
Marketing Act. Within the industry other organizations took similar steps. 
The reason for this was that in this manner the owners would be enabled to 
bargain collectively on those items of business interest to them. First and 
foremost among them was the problem of moving the vessel. We are engaged 
in a struggle to maintain a reasonable share of the United States market. We 
can only maintain a reasonable share if we are reasonably efficient. We can 
only be reasonably efficient if our boats can move at a reasonable rate. The long 
tieups of 6 months, 3 months, 2 months, and 30 days which were imposed upon 
our fleet unilaterally by the canners did nothing to increase the efficiency of 
the vessels. Therefore, the first contract which was negotiated by the Amer- 
ican Tunaboat Association with individual canners provided that for the first 
year, 1953, the canner would guarantee to those vessels fishing for it the right 
to deliver 300 percent of the capacity of the vessels. This worked rather well 
in 1953, and apparently solely because we encountered one of the very few poor 
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fishing years of our history. This was a great misfortune for the boatowner, 
an event over which no one had control, and one we were not accustomed to, 
inasmuch as the catch of tuna has continued to rise steadily over a period of 
years. 

In 1954 the production situation righted itself and production returned to 
normal. As our production returned to normal and imports continued their strong 
upward trend, the inevitable collision occurred. Once more the boatowner found 
himself in the position of being the balance wheel. It was true that for the year 
1954 the boatowner had negotiated a contract with individual canners which 
guaranteed him 325 percent of his capacity as the delivered guaranty for the 
year. However, imports had, as I have mentioned, increased, and therefore it was 
necessary that someone wait. As usual, the domestic vessel was called upon to 
wait. And as a result a number of our vessels this fall, after completing trips of 
from 50 to 80 days in length, have had to wait anywhere from 40 to 55 days 
to unload their catches. Our contractual provisions are such that claims could 
have been instituted for this breach of the contract. This was not done because 
the boatowner found himself in the very difficult position of having an extremely 
small number of customers left. It didn’t make much sense to go about suing 
your customers. 

In 1955 it is our wish that a contract be negotiated which will have a stipulated 
number of days in which unloading must be accomplished. In this manner some 
avoidance of the delay in unloading may be accomplished. 

The boatowner is determined to improve his efficiency. He can only do this 
if he uses his vessel to as near the maximum possible fishing time as can be ar- 
ranged. Therefore, despite the fact that we have no contracts for 1955 which cover 
deliveries in that particular year, a number of our vessels are sailing. Our theory 
is this: that idleness of the vessel only increases costs. We have had periods 
of enforced idleness this fall and therefore can afford no more. We feel that we 
must fish. Therefore, we remove several uncertainties. A vessel which has 
waited a long time to unload, as has occurred this fall, is faced with three prob- 
lems when he completes his unloading and his repair of the vessel. First, what 
is his price to be when he comes back in if his expected arrival is beyond the con- 
tract year? Second, when will he depart? Third, how will fishing be? We have 
sought to remove 2 of the 3 uncertainties. Vessels have departed, so that question 
has been solved. The boatowner will immediately discover how the fish runs 
are and therefore that problem is on its way to solution. This leaves only one of 
the original concerns—how much money is he going to get for his fish? We 
believe that the price-volume relationship is extremely important and therefore 
we have no particular fear about what the price of the product will be if we can 
have a reasonable measure of control over the operation of our vessels. We can 
improve our own efficiency and we can go a long way toward at least maintaining 
our position at the present time, and moving toward betterment. 


NATIONAL SECURITY 


In all discussions of trade there appear some reference to national security. 
This presentation would not be complete without mention of national security. 
We cannot belabor the point at great length and make a case that national secur- 
ity depends upon the tuna industry. Nevertheless, it is a component part. This 
is not a matter of speculation—it is a matter of record. During World War II 
the United States Navy and other military units took by far the greater portion 
of our fleet and used it with great advantage, particularly in the South Pacific 
area. The Navy thought so highly of these vessels that it built 30 of them itself 
and later resold the majority of these to the tuna fleet where these vessels now 
operate. 

In connection with this the Department of the Interior dispatched letters to 
the Department of the Navy and the Department of the Army with respect to 
national security and received the following letters in reply : 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 15, 1953. 
Hon. Oscar L. CHAPMAN, 
Secretary of the Interior, 
Washington, D. C. 

My Dear Mr. SECRETARY: 

Your letter of December 18, 1952, requested the views of the Department of 
the Navy concerning the importance of the tuna industry from the standpoint of 
national security. 
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The Department of the Navy considers the domestic tuna fishing fleet an im- 
portant facet in the national security. This may be divided into three categories 
in the event of an emergency, namely : 

(a) Domestic tuna products as a source of food. 
(b) The fishermen as a source of manpower for mobilization. 
(c) The fishing boats as a means of augmenting naval-patrol craft. 

The first two categories are self-evident. As for the third category, the requisi- 
tion of a number of fishing boats may be necessary to augment the naval forces 
that our national economy can support. The Department of the Navy is much 
better prepared than prior to World War II in availability of patrol craft due 
to the number of vessels in the reserve fleet. However, these vessels are ap- 
proaching the end of their useful life. The tuna fishing boats provide an excel- 
lent backup. These boats could be converted for limited antisubmarine warfare, 
harbor patrol, mine warfare, and picket-boat operations. The Department of 
the Navy has completed an initial study of methods of utilization and conversion 
of small naval craft to augment antisubmarine warfare operational capabilities. 
The study is applicable to comparable size fishing boats. 

It is hoped that this information will assist in the study of the tuna industry. 

Sincerely, 
Dan A, KIMBALL. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF TRANSPORTATION, 
Washington 25, D. C., February 26, 19538. 
DrrEcTorR, FISH AND WILDLIFE SERVICE, 
Department of the Interior, Washington 25, D. C. 

Dear Srr: This acknowledges receipt of your letter of February 10, 1953, file 
No. 717, relative to the importance of the tuna industry from the standpoint of 
national security and to possible use by the Transportation Corps of tuna clippers 
and their crews in case of extreme emergency. 

The importance of tuna fish and its products as a source of food for this 
Nation cannot be questioned. The size of the domestic tuna fleet, which numbers 
more than 200 active boats of both wood and steel construction ranging up to 
140 feet in length, attests to that fact. 

With respect to possible use of units of the domestic tuna fleet by the Trans- 
portation Corps in a national emergency, the following information is furnished. 
Since World War II the responsibilities for controlled mine planting activities 
have been transferred from the Department of the Army to the Department of 
the Navy. The functions of moving military personnel and supplies coastwise, 
overseas and within theaters of operation have been transferred to the Military 
Sea Transportation Service of the Department of the Navy. The present water 
transportation responsibilities of the Transportation Corps are discharged within 
harbor areas, on inland waterways or on other relatively sheltered waters. 

From the above it is apparent that the types and sizes of vessels required by 
the Transportation Corps in performing its present mission differ greatly from 
those used in World War II. In addition, the current new vessel procurement 
program of the Transportation Corps is aimed at acquiring sufficient craft of 
the various types necessary to discharge its responsibilities in the event of 
national emergency. It is therefore not anticipated that the Transportation 
Corps will require any great number of units of the tuna fleet in the forseeable 
future. This, of course, is predicated upon an unchanged mission on or subse- 
quent to any future mobilization date. 

With regard to possible use of tuna-fleet crews, it is difficult to estimate the 
manpower requirements for manning of Transportation Corps vessels in case 
of national emergency. It can be said, however, that military personnel are 
being trained to the maximum extent practicable with existing equipment and 
facilities to discharge Transportation Corps responsibilities overseas in the oper- 
ation of its vessels. It is the policy of the Transportation Corps, however, to use 
civilian crews within the continental United States for operation of its vessels 
wherever practicable. This policy is expected to continue in case of future 
national emergency, providing civilian crews can be made available. In such 
emergency. the skilled crews of the tuna fleet might well be utilized to angment 
existing Transportation Corps civilian crews within the continental United 
States and in the delivery to oversea commands of such vessels as are capable 
of proceeding under their own power. 
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I trust that this reply gives you the desired information. Your interest in 
calling the matter to my attention is appreciated. 
Sincerely yours, 
F. A. HEILEMAN, 
Major General, USA, Chief of Transportation. 


The tuna fleet represents a reserve of useful vessels and competent men. Both 
have been called on before and were available. 
National security also means access to and control of the food resources 
reached by this fleet. 
GOVERNMENT AID 


The national economy is a curious complex of subsidies and grants and sup- 
ports of various kinds. It is therefore important to examine the position of the 
American boatowner-fisherman in connection with this particular subject. 

The American tuna producer is not recipient of any direct Government aid. 
First, he does not receive the protection of any form of tariff on the product 
he produces. 

Second, the American producer does not receive any subsidy or price support. 

Third, he does not receive any subsidy for the construction of his vessels, 
although he does have available to him a possible source of assistance in Govern- 
ment guaranty of loans for new construction of vessels. These loans are made 
by private financial houses and are guaranteed by the Government up to a cer- 
tain specified percentage. 

Fourth, the American tuna producer does not have any Government mission 
looking for tuna for him in his particular fishing area. 

Fifth, the American tuna producer does receive a type of assistance through 
the research agency, the Inter-American Tropical Tuna Commission. This is an 
extremely modestly financed operation, receiving a budgetary allowance of not 
much more than $100,000 annually. It is done through treaty with Costa Rica 
and Panama and represents the only way in which research can be done on the 
high seas and in the territorial waters of other countries, as well as our own. 
The boatowners of the American tuna fleet have given of their records for prac- 
tically a 25-year period to this Commission for study; they have assisted the 
scientists in many of their projects by providing their boats for observation, 
transportation of personnel, and obtaining of samples. Therefore, in many ways 
the tuna fleet itself has had a large part in the conduct of this operation. 

Sixth, the American tuna producer does not have the advantage of any report- 
ing from foreign areas such as Japan. It had been the hope of the United States 
fishing industry that fishery attachés would be placed in various places about 
the world in the same manner that agricultural attachés are maintained. It 
appeared that something of this nature could be accomplished when a fishery 
attaché was placed in Tokyo at the United States Embassy. The career of the 
fishery attaché was cut short rather suddenly, however, with a promise by the 
Department of State that there would be no interruption in the flow of vital 
information from Japan as it affected fisheries. Not only was the post of fishery 
attaché abolished, but all vestiges of information disappeared, and the American 
industry receives no information of any consequence through that source. 

In the matter of Government assistance to fisheries the Department of the 
Interior, in its report on the domestic tuna industry, prepared a tabulation of 
various forms of assistance granted to the tuna industry, and we have abstracted 
those which apply to the tuna-producing industry. We are, according to this 
tabulation, granted assistance in the form of Government loans (this covers only 
loan guaranties), biological research, technological research, marketing serv- 
ices, statistics and economic research, information services, and legislative 
preferences (unspecified ). 

According to this same tabulation, in Japan there are fishing b unties, subsi- 
dies for vessel construction, other direct subsidies, Government loans, Govern- 
ment guaranties, protective tariffs on raw fish, import licensing, maintenance 
of warehouses, emergency relief, biological research, fish propagation technolog- 
ical research, fishermen’s schools, port facilities, exploratory fishing, marketing 
services, statistical and economic research, information services, and legislative 
preferences (unspecified). 

We do not believe that to these matters of assistance we should add the for- 
midable assistance of binding the duty-free status of frozen tuna in a treaty 
with Japan. 
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With respect to the treatment of each other’s goods, in the matter of frozen 
tuna we note in the same report (table 85) that the United States imposes no 
duty on importations of fresh or frozen tuna. We note that Japan imposes a 
rate of 10-percent ad valorem and under the section entitled “Remarks” is the 
comment, “no imports permitted at present.” 

It is our position that the importation of frozen tuna affects the domestic 
producer adversely. The domestic canner is given a measure of protection 
which appears to be effective in the case of tuna canned in oil, and less effective 
in the case of tuna canned in brine. The domestic fisherman is given no pro- 
tection in the case of frozen tuna. The domestic fisherman is thereby not only 
affected by the absence of a tariff or quota on frozen tuna, but his end of the 
industry is additionally affected when the importation of canned products rise. 

In a foregoing section of this presentation we have discussed something about 
the development and some of the phases of the tuna-producing industry, cover- 
ing where we fish, how we fish, something about our vessels, and other aspects 
which are important to understanding the problem before us. Without the fore- 
going information the statistics which we would present to you are far less 
meaningful. 

The statistical side of the boatowner-fisherman’s problem has been covered 
rather adequately in previous hearings. It is important, however, that these 
measurements be renewed and made current. 

Under the Trade Agreements Act certain criteria have from time to time 
been set forth as a basis for consideration as to whether or not injury has actu- 
ally occurred or is threatened. We wish to present to you the position of our 
fleet statistically, with this in mind, in order that our business health, or lack 
of it, may be made evident to you. 


DOMESTIC PRODUCTION 


The tuna-catching industry has shown a relatively steady upward growth 
since its inception. This growth pattern was reversed during World War II 
when the major-producing units of the bait boat and purse-seine fleet were 
taken over by the United States Government for war service. The upward trend 
in construction resumed in 1946 and continued through 1951. The upward trend 
in domestic landings continued through 1950 and declined below that year’s 
production in 1951, and since. Following is the production of tuna and tuna- 
like fish by domestic vessels for the years 1948 through 1953, with an estimate of 
1954: 


331, 624 | 1952 

335, 680 

392, 278 | 1954? 

319, 748 ' 1954 * 
1 Estimated. 


2 Jan. 1—Nov. 20. 
312 months estimated. 


As indicated by the above figures on landings by the total domestic fleet, the 
production of this fleet in the aggregate has not changed appreciably in the past 
5 years. Using 1948 production’as an index number of 100, ve production can 
be measured in this manner: pik 

ex 


Meanwhile, the productive asiitlity of the fleet increased, then decreased. 
The albacore fleet has had many units from all over the Pacific coast entering 
the fishery and competing for the catch. The purse-seine fleet has not increased 
but the decline of the sardine fishery has brought increased interest in tuna. 
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The bait boat fleet, the major producing unit, has increased, and then decreased, 
as follows: 


i | 
Capacity 
tonnage 


Year ending Bi. | Year ending | Vessels 


ee ae LORE te Were. (havigs YEROSTs es sn toe at Aiaee fF Seats, 
Dee; Bhs 1G isss cencde ce nas 29, 165 || Dee. 31, 1951... 210 44, 300 
Dec. 31, 1948_-..----- 36, 625 | Dee. 31, 1952... 191 42, 470 
Dee. 31, 1949.....-..--_-. 38,370 || Dee. 31, 1953_._.___- 180 40, 535 


Dee. 31, 1950.......-.--.- 40, 430 1 Oct. 31, 1954 168 37, 915 
! 





The growth of this fleet can also be placed on an index basis for the purpose 
of comparison for each year since 1948 : 


Midpoint year Midpoint year | Tonnage | Index 





131.1 
123. 4 
118, 2 


One way in which the effect of imports upon the domestic fleet can be deter- 
mined is by a comparison of these index figures which exhibits that while the 
bait-boat fleet has increased with and for the total market as high as 31.1 per- 
cent in this period, the amount of fish caught by the total domestic fleet has 
not increased, chiefly because of restrictions on operations, with the exception 
of 1953. 

Another way in which the activity has been affected can be determined by 
comparing potential one-trip tonnage capacity of the bait-boat fleet with the 
actual landings of the fleet. The following survey based on boats potentially 
able to operate a full year gives this picture: 


| Turnover of 
Vessels sur- Potential | Actual land- capacity 
capacity tons ings (activity 
index) 





89, 608 
92, 823 
124, 282 
101, 326 


103, 685 
95, 779 


It is estimated that the 1954 turnover of capacity will be 3.00, or above. 

In 1953 the production for the bait-boat fleet was sharply down, while the 
purse seine and albacore fleet landings were somewhat materially improved. 
The loss in landings by the bait-boat fleet was extremely serious but this reverse 
could have been borne in far better fashion by the fleet had it not followed hard 
upon the disastrous years of 1951 and 1952. 

In 1954 production of the bait-boat fleet has returned to normal but a new 
problem has developed and that is that despite guaranties of tonnage landings 
boats have had to take as long as 50 to 55 days to unload their catches after 
returning from voyages lasting from 50 to 80 days. The conclusion we may 
draw from this is that when we have a poor fishing year such as occurred in 
1953 we can operate without restriction, and when we have a good production 
year as in 1954 we find we have difficulty in being able to participate in that par- 
ticular change in our fortunes. The time in port spent because of enforced idle- 
ness in the failure of canners to unload our vessels simply adds to the cost of 
our production and makes us less efficient than we would otherwise be. 


PRICES 


There has been a downtrend in the price structure for raw fish. While data 
are available for greater number of years, the comparison may be made for the 
period 1948 to the present time. On the basis of a straight-line computation, 
yellowfin tuna is presently selling at 16.5 cents per pound, which is 89.2 percent 
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of the price which obtained in 1948. Skipjack tuna is presently selling at 145 
cents per pound, which is 82.9 percent of the price which obtained in 1948. 

On a composite basis, based on a weighted average of the species caught, 
the present composite price of yellowfin-skipjack tuna is 84.6 percent of the 
price which it brought during the year 1948. 

There have been a certain number of fluctuations in the price during this period. 
In recent years there has been a greater spread between the price received for 
yellowfin and skipjack tuna. The pricing of the product has brought difficult 
decisions to the boatowner. It is well known that in these times of intense import 
competition any raise in the price received by the domestic producer results in a 
greater gain to the foreign producer because of his advantageous cost position. 

Following the 3 difficult years of 1951, 1952, and 1953 the boatowner was faced 
with the necessity of raising the price of fish to compensate for these difficult 
periods and to assist in paying off accumulated obligations. The result was that 
at the end of 1953 a contract price increase of 144 cents per pound on each species, 
or $30 a ton, was negotiated. As has been mentioned previously under “Produc- 
tion,’ production in 1954 returned to normal. Under the weight of impact of 
heavily increased imports and increased domestic landings, a price adjustment 
was made soon after mid-year in 1954 which resulted in a decrease of 1 cent a 
pound, or $20 a ton, in each of the species, yellowfin and skipjack. 

The difficulty which the boatowner faced in 1951, 1952, and 1953 meant not only 
lower prices but a sharply decreased opportunity to fish, with the result that 
there was a more complicated situation created by the fact of lower prices and 
decreased activity. This was accentuated in 1953 by one of the few poor fishing 
seasons of record. 

In 1954 production of the bait-boat fleet returned to normal and through the 
effect of a price increase the boatowner was able to make some inroads on the 
accumulated indebtedness. However, the price he paid was high because in 
creating a higher price for the species of tuna the foreign operator was able to 
obtain exactly that much more profit on his operations. 

During the period under discussion the boatowner has found that his costs 
of operation has risen. There is no item of expense in the conduct of his business 
which has lessened in the period under review. The expenses of operating for a 
trip, which include provisions, fuel, and foreign licenses, in addition to gear, have 
all increased during this period. In addition, the boatowner’s costs for the repair 
and maintenance of his vessel, the insurance of the vessel, and the replacement of 
major components of the vessel have all increased. 

A sharp price break, unaccompanied by a sharp increase in volume of catch, 
would put the owner in a position of not being able to operate his vessel. If 
testimony given by the hearings is accurate, some foreign operations would be 
eliminated by this same price break. 

Actually, however, the boatowner is under the necessity of attempting to sell 
his fish at cheaper prices. The only possibility he has of doing this lies in his 
ability to operate his boat more freely. The burden of foreign competition has 
meant that the domestic boatowner has been used as the balance wheel in produc- 
tion. The negotiation of contracts which guarantee tonnage to the domestic 
operator will greatly increase his efficiency if such contracts can be negotiated 
and can function properly. In this manner a degree of efficiency can be obtained 
which may permit the boatowner to become more competitive instead of less so. 

During previous hearings it has been brought out that the chief importations 
from Japan have been of albacore tuna, which was sold at prices which were 
higher than those obtaining in the American market. Since 1952 the Japanese 
have operated under a system of check prices, the full data on which is available 
to this committee. It is important to note that the check price on albacore was 
lowered from $350 to $300 per ton during the month of November 1954. 

Another important shift has occurred and that is found in the fact that an 
increasing number of the imports of frozen tuna from Japan are of species yellow- 
fin and skipjack. Previously the preponderance, if not the entirety, of imports 
from Japan were of the albacore species. This year, for the first time, the bulk 
of the imports from Japan consisted of yellowfin and skipjack, with the first 
named species predominating. As mentioned above, the check price on albacore 
has declined from $350 to $300 per ton, f. 0. b. Japan. Yellowfin tuna is still 
sold at the check price of $255 per ton ; however, there have been numerous offer- 
ings reported in the United States on the basis of $270 as the approximate landed 
price in the United States. This, of course, will exert a downward pressure on 
the price structure of the United States domestic producer. 
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PROFITS 


There has been a decline in profit from boat operations resulting from declines 
in price and declines in production. The results of a survey made covering 50 
to 60 percent of the bait boat fleet for the 5-year period, 1948 through 1952, are 
given here, together with the results of a survey covering approximately 20 
percent of the fleet for the year 1953. This information will be augmented at the 
time of the oral presentation of this statement, through the receipt of additional 
information. The basis of the presentation here is on the basis of the use of an 


index using the year 1948 as 100: 
: Indez of 
Fiscal or calendar year ending in: profit 


. 79 
. 67 
. 39 
. 89 
1953 .3 


We have included the calendar-year period, together with a fiscal period which 
ends.in that particular year. You will observe that the year 1952 resulted in 
a loss. It is expected that by the time complete data is in for the year 1953 
there will also be a loss. It is presently indicated that the year 1954 will 
reverse this trend and show a profit for the vessels surveyed. 


INVENTORY 


Inventory in the commonly accepted understanding of that business term is 
not a problem with which the boatowner normally has had to deal. How- 
ever, within the past year and one-half or more a condition relative to unload- 
ing has arisen which. has created a floating inventory. As was mentioned 
under marketing, it is the practice to unload the catch promptly upon arrival, 
usually within 3 or 4 days, depending upon how many vessels arrive at a given 
time. A practice has developed whereby the boatowner has found it impossible 
to discharge his catch for a long period of time. This has meant holding the 
catch on board, in port, for a period of from 2 to 8 weeks. In 1951 a number 
of vessels averaged more than 4 weeks delay. The reason for this was the 
lack of working capital brought about by canned-goods inventories, commit- 
ments to purchase large single shipments of imported frozen goods, and similar 
causes. The effects upon the boatowner are loss of potential fishing time, the 
risk of loss of part of the refrigerated cargo and a great increase in cost of 
operation and maintenance while the machinery is kept operating until unload- 
ing is permitted. 

In 1954, because of the impact of domestic production and imports and upsets 
in the market resulting in accumulation of inventory and lack of working capital 
and for other causes, a situation developed where during the months of Septem- 
ber, October, and November boatowners have arrived from trips of from 50 to 
80 days’ duration and have had to hold their cargoes on board as long as 55 
days. This action has resulted in the inability of owners of these vessels, and it 
takes into account over one-half the fleet, to sail and utilize the time for the 
production of fish and the more efficient use of the vessel. 


WAGES AND EMPLOYMENT 
Wages of fishermen paid in the form of share earnings have shown a decline 
for the years 1948 through 1951. On the basis of estimates of production and 
turnover of capacity, a further decline was indicated in 1952 and 1953, with a 
reversal of this in 1954. Placed on an index basis, earnings have shown a decline 
as follows: 
Wage inder 


Irregularity of boat operation has been reflected in difficulty in maintaining 
an adequate supply of skilled manpower. When conditions on shore are stable 
and employment demands and earnings are high, the earnings at sea are con- 


57600—55—pt. 1——79 
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siderably less attractive when viewed in respect to the deprivations of life at sea. 
When we add to this the uncertainty as to future employment, the situation is 
not conducive to attracting needed replacements or even maintaining an adequate 
level of skilled manpower. Earnings are therefore both relative to conditions 
on shore and to conditions of stability in the industry. 

The situation of delayed unloading has caused considerable hardship on the 
men manning the vessels. It has meant, in some cases, that they must stand 
shore watches for a period up to 55 days without any compensation additional to 
that which is due them on a share basis. This has caused hardship to those 
men who have returned from voyages ranging from 114 to almost 3 months, and 
then find it necessary to spend almost an additional 2 months standing watch 
before they receive any compensation whatsoever. 

The shortness of time between the announcement of the hearing and the 
required filing of this brief has prevented any updating of the wage index for 
share fishermen. 


IMPORTS, ACTUAL 


There has been a tremendous increase in the actual volume of imports. For 
the period 1948 and subsequent, the following figures indicate the amount of 
imports of fresh and frozen tuna. With these figures appears an index to exhibit 
the increase: 


Pounds of Pounds of 
round round 
weight weight 


1 January to September only. 


The principal supplier of frozen tuna is Japan. Following are the imports 
from this principal supplier for the same period as above: 


Imports Percent Imports Percen 
from Japan| of total ; ; from Japan| of totalt 


100.0 || 1952.............- 
: 118.7 || 1953 77, 112, 000 
1, 060.6 || 1954! 77, 644, 000 
| 1, 493. 6 |) 





1 January to September only. 


From the foregoing analysis the pattern of import supply has each year tended 
to become more fixed in the principal supplying country, with the total per- 
centage of frozen imports growing steadily from 26.2 percent in 1948 to 81.1 
percent in 1953, and with 1954 running at more than 80 percent. 

The chief deterrent to greater imports of frozen tuna in 1952 with the volun- 
tary imposition of a quota by Japan. Prior to the imposition of that voluntary 
quota imports were running at an extremely high rate, the impact of which 
was lessened by a decline in imports of frozen tuna from Peru. 

Because of a heavy domestic catch in Japan the pressure for an increase in 
this voluntary quota grew with the result that the announcement was made that 
the quota was being raised an additional 6,000 tons in early October. Approval 
was sought from the United States Government on this increase. Such ap- 
proval was not forthcoming inasmuch as the quota had not been imposed 
through negotiation with the United States in the first place, although certain 
gratuitous comments were made by the Department of State in reply. Indeed, 
no approval was necessary because of the unilateral nature of the quota impo- 
sition. Viewed in its proper light, however, the original quota was effective in 
permitting the United States industry to operate more than it otherwise would 
at that time. Initially, by the timing of its release just prior to Senate action on 
H. R. 5693, the quota plan was considered to be propagandistic only. It was 
helpful, however, at that time but has now ceased to have any meaning. 
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Frozen tuna imports have shown two significant changes: 

First, the development of imports of frozen tuna gilled and gutted. 

Second, a shift for the first time from albacore to yellowfin-skipjack as the 
leading species exported from Japan. 

Imports of canned tuna in oil and in brine have also continued to increase as 
follows: 








Pounds of | 1} Pounds of | 
Year processed | Index | | processed | Index 
| weight weight 
' 


- 8, 302, 000 100.0 || 1952__. 23, 321, 000 | 280.9 

..| 4,584, 000 | 55.2 || 1953... | 34, 593, 000 | 416.7 
| 36, 790, 0CO 443.1 || 1954 1.__. 24, 438, 000 204. 4 
| 12,970, 000 | 156. 2 





i January to September. 


Japan has become the leading supplier of tuna, increasing her percentage of 
the imports from 7.8 percent in 1948 to 93.6 percent in 1953. Peru, meanwhile, 
declined from 56.4 percent to 2.9 percent. 

Since its first appearance in volume in 1949, canned Bonito in oil and in brine 
rose in volume up to 1952, declined in 1953, and recovered somewhat in 1954. 
These products in part substitute for the tuna previously canned and exported 
to the United States. 

All these canned goods act to fill the United States market and have an impact 
upon the domestic producer. 


IMPORTS—RELATIVE 


There has been an increase in the amount of frozen tuna imports relative to 
domestic production : 


Percent of Percent of 
domestic catch domestic catch 


2.76 
6.14 


1 January—September only. 


PROPORTION OF THE DOMESTIC MARKET SUPPLIED BY DOMESTIC PRODUCERS 


There has been a decrease in the proportion of the domestic market supplied 
by domestic producers. Taking into account the production of canned tuna 
from imported frozen fish and considering that as foreign production in addi- 
tion to the importation of tuna and tuna-like fish already processed and canned, 
this is the condition in respect to the percentage of the market filled by domes- 
tically produced fish : 


Domestic producers’ percent of market combined tuna and tunalike 


Percent Percent 
ke ices ie acca ex tinal di ccitis cin nana 66.0 
85.3 


70.9 
1 January—September only. 


TUNA FLEETS—A COMPARISON 


The domestic tuna-bait fleet has decreased in size. The following table (see 
algo the section entitled domestic production) exhibits this decline: 


Vessels Capacity tonnage 


Dee. 31, 1951 44, 300 
Dee. 31, 1952 ‘ 42, 470 


Dec. 31, 1953 40, 535 
Oct. 31, 1954 37, 915 
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Since the end of 1952 the fleet has declined to the extent of 42 vessels through 
marine casualities and transfers. Of the 32 vessels lost through various types 
of casualties during this period, only 2 have been replaced. These have only 
lately joined the fleet ; 12 vessels have transferred their operations to other areas, 

During the same time the Japanese fleet of tuna-skipjack vessels similar in 
size (from 50 tons carrying capacity and upward) has increased by 116 vessels 
up to June 30, 1954. 

A comparison taken from data published by the Japanese Fisheries Agency 
shows the increase : 





Date Vessels Gross tonnage 


a BE Tes hide 6 hice d oe cake teens there Acad Eiieeeniedel 
SOIREE Bi TIE 6 ncdecninnnncudccuenedoumpnaaphemnaninniaiaen aoe 
AIG TNE NIN sin insmod Sakon ments elas tes nak nmnakelin mak tel | 
I TI Fi iasssciriecci vats tectiarsiinicinins cicpnicinninierlicic odes ineatedan penance ieee a eadoaiate 


1 Capacity tons approximate 50 percent to 60 percent of gross tonnage. 


Based solely on losses (not including transfers) domestic bait-boat fleet has 
declined 8 percent in tonnage since December 1951, while the Japanese fleet of 
vessels within the same size range has increased over 93 percent. 

In November of 1954 it is reported that there are 30 large tuna vessels in the 
300-500 gross ton class now under construction in Japan. 

There were other developments during 1954 on which information was pub- 
lished by the Japanese Fisheries Agency which included such items as an an- 
nouncement on January 8 of its 1954 plans for conversion of fishing vessels. In 
that initial announcement 123 (trollers, purse seiners and other coastai fishing 
eraft) were to be converted to skipjack tuna boats with some financial assist- 
ance from the Japanese Fisheries Agency. 

There have been reports to the effect that the expansion of the tuna fleet by 
the construction of large, long-range vessels is directly connected with plans for 
the increase in exports. 

In the spring of 1954 the Japanese Fisheries Agency announced a 5-year plan 
to become effective on May 1 of 1954 to accelerate the conversion of vessels of 
various classes in order to expand the Japanese skipjack tuna fleet. 

In 1953 the Japanese Fisheries Agency announced a 5-year plan for the con- 
struction of tuna fishing vessels; 230 steel vessels and 1,280 wooden hulled ves- 
sels, together totaling over 168,000 gross tons, are planned for construction dur- 
ing the period 1954-58. It is the expectation that by 1958 the annual tuna pro- 
duction will be approximately double the existing volume and the tuna fleet’s 
productive capacity will be twice its present size. Therefore, the course has 
been charted and is clear; the Japanese Government intends to encourage the 
expansion of its tuna fisheries and much of that is intended in order that exports 
may be increased. 

The United States Government has done nothing to encourage the United 
States tuna industry and should at least do nothing to discourage it in the forth- 
coming negotiations. 

A comparison of the trends which are now apparent in the rise in the Japanese 
fleet and the decline in the United States domestic bait-boat fleet and the lack 
of construction in other domestic fleets fishing for the United States market are 
clear indications that on the basis of the record as it now appears the Japanese 
tuna fishing industry is not in the condition which warrants assistance from the 
United States Government, such as the binding of the duty rate on frozen tuna. 


BASIC CONCERNS OF THE DOMESTIC FISHERMAN 


The basic problems of the domestic producer are: 

1. Catching of the fish. 

2. Marketing of the fish. 

3. The maintenance of an efficient fleet of vessels. 

4. Finding a way to meet the problem of foreign competition. 


WHAT HAS BEEN DONE TO MEET THESE PROBLEMS 


In the problem of catching fish the United States fisherman has gone out and 
discovered his own fishing grounds and developed his areas of operation without 
assistance from anyone. He has attempted to look into the future by supporting 





TRADE AGREEMENTS EXTENSION 


scientific endeavors which would be an aid to him and to the future food supply 
of his nation insofar as it concerns tuna. 

Insofar as marketing is concerned, the domestic producer has formed coopera- 
tive groups to assist in the marketing of the product. One of the most important 
elements in that endeavor has been to attempt to increase the efficiency of oper- 
ation by securing some guaranty of the sale of as near maximum production of 
the vessels as can be realized. This is an exceedingly important step. There 
does not appear to be any record where the Japanese fleet has lost time in port in 
the last several years and thus used their fleet at less than full capacity or full 
efficiency. This has not been the story of the domestic producer as he has had 
lay-ups imposed upon him by the processors, often through no fault of their own. 
The processors have had market problems which have meant that they have used 
the domestic fleet, particularly the bait-boat fleet, as a balance wheel and this has 
meant loss of time in port. The changes in marketing, striving for more freedom 
in operation of the vessels, are significant in seeking to arrive at a more efficient 
use of these vessels. 

Insofar as the maintenance of the fleet is concerned, there has been no assist- 
ance granted the domestic fisherman and he has pioneered in the development of 
the building of these vessels. He has sought to maintain his vessel as an efficient 
operating unit and the record of the vessels in the United States indicates that 
the catch per man is high. However, there has been distress within the industry 
which has affected the earnings of the owners and the fishermen alike. This 
bas been brought about by enforced idleness of the vessels and for other reasons 
where the vessel could not operate to advantage. The distressed conditions from 
time to time have meant that the owner cannot properly maintain his vessel; it 
has meant that many vessels which have been lost, even though insured, have 
not been replaced. The attractiveness of building a fleet has diminished. It 
is necessary for the fishermen to correct that particular situation and reverse the 
trend so that we can emulate the Japanese and build vessels. 

In the matter of foreign competition the boatowner has seen that there was 
a threat to his existence arising in Japan. He has felt that the imports would 
continue to increase at a rate sufficient to deprive him of a share of the market 
which he considers justly his and if continued would drive him down to a minor, 
if not a nonexistent, position. In this regard discussions were held with the 
Department of State inasmuch as it was felt that it would be important that 
trictions be avoided and that arrangements be made through the auspices of our 
own Government for the control of imports to a certain extent through bilateral 
agreements between the United States and Japan. This failed and the fisher- 
man was told to take his problems to the Congress of the United States, where 
they were taken. The results are known to you. This did not result in protee- 
tion of any nature being granted to the fisherman, but this did resuit in a great 
deal of attention being drawn to the tuna problem. It is still the opinion of 
the tuna producer that the solution to the difficulties lies in agreement between 
the Governments of Japan and the United States on some basis whereby the 
domestic producer will not be destroyed and the foreign producer will be enabled 
to participate in the growth of the market, a market which, incidentally, is being 
continually developed by the domestic processor. 


WHAT WE HAVE BEEN ADVISED TO DO 


In the earlier part of this presentation I have alluded to various Government 
documents dealing with the tuna fishery. In them certain suggestions were 
made to the domestic industry in order that its position might be improved. I 
think it might be well to review some of these: 

1. In the Report of the Secretaries of State and Commerce made in 1949 this 
was stated: “There are a variety of forms for subsidization which might be em- 
ployed to aid the fishing industry. If the Congress should decide to give con- 
sideration to one form or another of subsidization of the industry, attention 
should be given to Article XVI of the General Agreement of Tariffs and Trade 
which reads as follows: ‘If a contracting party grants or maintains any subsidy, 
including any form of income or price support, which operates directly or indi- 
rectly to increase exports of any product from or to reduce imports of any prod- 
uct into its territory, it shall notify the contracting parties in writing of the 
extent and nature of the subsidization, of the estimated effect of the subsidiza- 
tion on the quantity of the affected product, or products, imported into or ex- 
ported from its territory, and of the circumstances making this subsidization 
necessary. In any case in which it is determined that serious prejudice to the 
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interests of any other contracting party is caused or threatened by any subsidiza- 
tion, the contracting party granting the subsidy shall upon request discuss with 
the other contracting party or parties concerned, or with the contracting parties, 
the possibility of limiting the subsidization.’ ” 

The domestic producer has no subsidy. The domestic producer has sought 
no subsidization from the Federal Government. A study is being made by 
the domestic producer as to the advisability of this course. It could not be 
argued that the field for such activity is a fertile one; however, the matter is 
to be explored. Up to this time it has not been considered something which 
the domestic producer wished to do. The action in regard to wool imports 
has, however, made it a matter of interest. 

2. In the same report a section appeared which was entitled, “Stimulating 
Consumption and Reducing Costs”, and the following advice ordered: “Every 
improvement that can be made in fishing vessels, processing equipment, trans- 
portation and distribution facilities, and in techniques used should help to 
reduce costs and increase returns to the industry.” 

In this particular connection the attention of the committee is invited to the 
high stage of development to which tuna fishing vessels in the United States 
have been brought. There are few fishing vessels in the world which are 
comparable to the best of them and in every sense every improvement that 
can be made thus far has been made. This was not done as a result of the 
Government’s suggestions, but rather as a result of the exercise of good business 
judgment. 

Continuing with that same section on stimulating consumption and reduc- 
ing costs some further comment is made, as follows: “An encouraging element 
in the situation is that some members of the industry are aware of the business 
measures needed to hold and expand the gains made during the war and are 
taking steps to improve their techniques and to expand consumption. These 
efforts, if continued and supplemented by greater governmental cooperation, 
will aid industry in meeting foreign competition. While the matter will need 
further exploration, it is possible that some of the problems of the fishing 
industry are typical of those faced by small business enterprises in general 
such as high cost of financing and difficulty in carrying on adequate advertising. 
It may be, therefore, that the fishing industry receives direct benefits from any 
increase in activity in sponsoring aid to small business at large. The Congress 
perhaps could give important aid to the fishing industry through this program.” 

In this particular regard information has been or will be presented to this 
body as to the extremely significant increases in advertising and other promo- 
tional activities calculated to stimulate consumption which has been under- 
taken by the domestic processor. This again did not arise from Government 
suggestions, but rather because of the fact that it appeared to be a fundamental 
in carrying on a business in a businesslike manner. 

Insofar as high cost of financing is concerned, that has not been the particular 
problem of the producer. As has been referred to previously, congressional action 
will be sought in the field of securing financial aid such as is granted to farm 
cooperatives. 

A further suggestion was made under recommendations in this same report, 
which stated, “* * * it would seem constructive for the Congress to provide funds 
for the appropriate governmental agencies to cooperate with and aid industry in 
developing and expanding programs for the further improvement of techniques 
and facilities for catching, storing, processing, transporting, and marketing of 
fish.” 

Actually what is needed is some support for such worthwhile activities as 
the Inter-American Tropical Tuna Commission, which was created by action of 
both Houses of the Congress and signed by the President. The treaty was entered 
into with the Government of Costa Rica and later with the Government of Panama. 
This particular activity has been woefully underfinanced since its inception and 
assistance to that agency would be of considerable aid not only to the tuna fishery 
of the United States but to the tuna fishery as it exists in every other one of the 
North and South American countries bordering the western Pacific. 

Two recommendations made by the Department of the Interior in its report on 
the domestic tuna industry were: 

“3. The Federal Government should continue and strengthen tuna-research 
programs along the following lines: 

“(a) Scientific studies of the tuna and bait populations to provide the basic 
knowledge of the resources which is now lacking, including adequate support of 
the Inter-American Tropical Tuna Commission. 
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“(b) Exploratory fishing to point the way for industry development of new 
tuna grounds. 

“(c) Gear research and experimental fishing, in cooperation with the industry, 
to devise better and more efficient methods of locating and catching tuna. 

“(d) A full scale research program aimed at finding an alternate tuna bait 
which would relieve the fleet of its dependence on foreign bait grounds. 

“(e) A marketing and economic research program, comparable to that pro- 
vided competing foods, to aid the industry in expanding consumption and finding 
solutions to its economic problems. 

“4. Enact into law the provisions of 8S. 1731, 83d Congress, which provides 
that $1 million of ‘section 32’ funds be transferred to the Department of Agri- 
culture, to be used for technological and related research, an educational sery- 
ive, and market development work for the fishing industry. These funds are 
derived from 30 percent of the duties on all imported products, and are avail- 
able to the Department of Agriculture for assisting in the marketing of agri- 
cultural products. Devoting an equitable portion of these import duties to help 
solve the problems caused by the imports of tuna is a logical use for the funds. 
Legislation of this type has the support of important segments of the domes- 
tic fishing industry.” This was done in a different way through the passage 
of Public Law 466, 83d Congress, the Saltonstall-Kennedy bill. The domes- 
tic tuna producers urged its passage. The yellowfin-skipjack tuna producer 
has neither-asked nor been given any assistance through this law, although some 
investigatory work will be undertaken to assist the albacore fishermen. 

The Department of the Interior also recommended : 

“5. In view of the existence, on a large scale, of fishery cooperative market- 
ing associations in the tuna industry, enact into law the provisions of S. 1902, 
81st Congress, which would permit these associations to have access to the bank 
for cooperatives in the Farm Credit Administration. Fishery cooperatives do 
not now have such access. It would aid them to have some of their financing 
done through this experienced agency in the same manner as do agricultural 
cooperatives. This legislation would not set up a duplicating agency. It would 
simply allow the fishery cooperatives to participate in the present services of 
the bank for cooperatives under regulations to be prescribed by the Secretary 
of Interior. 

This will be sought in the next session of Congress. 

The Department of the Interior has also recommended: 

“6. Efforts should be continued toward obtaining a satisfactory solution to 
the problem of territorial seas and fisheries jurisdictions therein and to clarify 
the rights of United States fishermen.” 

Legislation was passed to aid United States fishermen and boatowners in 
respect to this problem. 

Therefore, something has been done to follow every recommendation made, 
with the exception of seeking subsidies or aids to financing. These will be under- 
taken, if found feasible. 


OTHER COMMENTS ON THE TUNA SITUATION BY BRANCHES OF 
THE UNITED STATES GOVERN MENT 


Again I refer to the fact that there are a number of publications concerning 
tuna which have been recently prepared. All of them gave recognition to the fact 
that the domestic producer of tuna has a problem and a very serious one. Several 
suggestions were made by departments as to what might be done. Perhaps these 
were suggestions made under certain stresses, but at the same time they were 
made in good faith. Nowhere has anyone suggested that the domestic producer 
does not not have a problem and never before has it been suggested that this 
could be solved by not only leaving the duty rate of tuna at zero but placing it in 
a trade agreement so that it would be extremely difficult, if not impossible, to do 
anything about it should further difficulties arise. 

Let us first examine a statement appearing in the majority opinion of the 
United States Tariff Commission in regard to the proceedings under the escape 
clause as it dealt with canned tuna and tunalike fish: 

“No finding of whether increased imports of canned tuna in brine or bonito 
canned in oil or brine are causing or threatening serious injury to the domestic 
tuna fisheries is required under section 7 of the Trade Agreements Extension Act 
of 1951, unless tuna fishing in the United States be regarded as an integral part 
of the domestic tuna canning industry * * *. The direct import competition en- 
countered by the domestic tuna fishery results from imports of fresh and frozen 
tuna which enter free of duty.” 
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In the minority opinion this statement is made: 

“The Japanese themselves realize the advantages they have in the United 
States markets for frozen tuna and imposed a voluntary quota on exports from 
Japan to the United States in 1950 of 12,000 tons (subsequently raised to 18,000 
tons) of frozen tuna to relieve somewhat the extremely intense competitive situa- 
tion in this market. In spite of this fact the imports of frozen tuna which enter 
free of duty have been an additional factor contributing substantially to the 
underemployment and unprofitableness in the domestic fisheries and to the 
decline in the number of domestic tuna fishing boats and vessels operating. 

“The bait-boat fleet, the largest contributor to the domestic catch, has declined 
from 212 vessels in 1951 to 198 at present. Further reductions in the number 
of vessels in this fleet are inevitable with an appreciable number of vessels 
suffering financial losses in 1951 and 1952.” 

The predictions found in this opinion have proved accurate as the number of 
vessels has decreased from that mentioned in the written opinion and severe 
financial losses did occur in 1951, 1952, and in 1958. 

The Department of Interior gave consideration to this problem in the Survey of 
the Domestic Tuna Industry, published in 1952: 

“1. Consideration should be given to the formulation of an international com- 
modity agreement to cover trade in tuna. Such an agreement would be similar 
to, although not exactly the same as, the International Wheat Agreement of 1949 
to which the United States is a party. At the outset the United States might invite 
these countries which are important producers, processors, and consumers of 
tuna to join with it in preparing such a document for trade in tuna. The objec- 
tives of such an international commodity agreement would be to stabilize pro- 
duction, processing, and trade, increase consumption, and make the wisest pos- 
sible use of international tuna resources. In addition, such an agreement would 
supersede any unilateral action taken by governments now or in the future. 

“Such an action would not be contrary to our commitments under the General 
Agreements on Tariffs and Trade. Any document consummated would neces- 
sarily have to be approved by the United States Senate and legislation related to 
effectively carrying out the agreement would have to be acted upon by both 
Houses of Congress. Exploratory steps in this matter are being taken by the De- 
partment of Interior. 

“2. The several different forms of tariff rates on the various type products 
of the tuna industry should be properly related. There is’no logical relationship 
between the 45-nercent ad valorem duty on tuna canned in oil, a 12%-percent 
duty on tuna canned in brine, and no duty on frozen tuna. The actual level of 
rates for these products is not suggested herein, only the suggestion that what- 
ever the actual levels of rates may be that the duties on the various products 
may be properly related. The appropriate executive and independent agencies 
can furnish technical information in this regard which should be of help to 
accomplish this.” 

The report of the United States Tariff Commission in 1953 pursuant to a 
resolution of the Committee on Finance of the United States Senate contains 
a good deal of material indicating the problems of the domestic tuna producer. 

The Department of State has been aware of the problem of the domestic pro- 
ducer of frozen tuna and has taken several positions in regard to it. Some 
excerpts from these positions found in letters and communications addressed to 
the Senate Finance Committee are of interest. One states: “We have not yet 
been able to formulate a final position on the bill but hope to be able to do so 
before the end of the hearings before your committee. We are already satisfied, 
however, that the proposal for a 3-cent duty on fresh and frozen tunafish is 
inappropriate under the circumstances and should be modified in certain respects. 

“In our opinion a more appropriate measure would be to provide for a tem- 
porary duty-free tariff quota on some stated amount of fresh and frozen tunafish, 
with a 3-cent duty to apply on imports in excess of the quota. The duty-free 
tariff quota would be based upon the historical relationship of fresh and frozen 
tunafish and total United States tuna consumption.” 

Another statement was made before the House of Representatives as follows: 

“On balance, however, having in mind the unique nature of the situation, the 
compelling prima facie case of injury shown in this case, the temporary character 
of the duty and the basic studies which are to be understaken ; the Department 
believes that the proposals contained in H. R. 5693 are not unreasonable. Accord- 
ingly, the Department expresses no objection to the bill.” 

Another oral statement before the committee was the following: 
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“Now, therefore, with a better comprehension of the total United States inter- 
ests which are involved and with the significant reduction in the acuteness of the 
problem, the Department is of the view that a 3-cent duty would be inappropriate. 
Instead, the Department proposes that the bill be amended to permit the duty-free 
entry of a limited amount of fresh and frozen tunafish from foreign sources and 
the 3-cent duty be applied to the amount entering in excess of such amount. 
The Department has struggled hard to find some basis for fixing this duty-free 
quantity a level which would be equitable and reasonable for all concerned, in- 
cluding the domestic industry. On weighing all the facts we are inclined to 
believe that any amount less than 25 million pounds in fresh and frozen form 
would be unreasonably low. 

“This 25-mililon-pound figure which is equivalent to 11 million pounds in 
the canned form would represent a great deal less than the fresh and frozen im- 
ports which came in during 1950 and 1951; in these 2 years the figures corre- 
sponding to the proposed 11-million-pound figure were 20 million pounds and 
28 million pounds respectively. The figure would represent about 6 percent of 
the estimated consumption in the United States in 1952. The figure has a cer- 
tain historical justification since it is the same proportion as prevailed between 
the fresh and frozen imports and total consumption during the period 1931-39 
and 1946-51.” 

The Department of the Interior expressed its position in respect to this matter 
and in its formal statement had this to say : 

“It would seem that a more equitable solution would be to permit a certain 
volume of frozen tuna to continue to be imported without duty. This might be 
based. on the fact that until the sharp increase in 1950 and 1951, an average of 
3.7 percent the total supply of canned tuna available in the United States was 
derived from imported frozen tuna. During the period 1931-39 and from 1946 
to 1949 the market apparently absorbed approximately this volume of imports 
without undue difficutly. Consequently, there may be some justification for 
legislation permitting about 3.7 percent of the probable total supply available to 
the United States, or of the apparent supply available for consumption to be 
made up of imported frozen tuna-to be entered duty-free. On the basis of the 
probable apparent supply available in 1952, it is estimated that 3.7 percent would 
amount to about 16 million pounds of fresh and frozen tuna on a raw-weight 
basis. This compares with imports of about 11 million pounds in 1949 and 62 
million pounds in 1941. If the imports over 16 million pounds with a duty of 
3 cents a pound, as in H. R. 5693, it would mean that 32 million pounds could 
ke imported at an average duty of 1.5 cents per pound. While the Department 
would interpose no objection to a limited duty-free quota, it considers that the 
duty-free importation of 16 million pounds of frozen tuna annually, while possi- 
bly justifiable on a historical basis, is the maximum adjustment in this direction 
that will solve the immediate problem.” 

The Department of Commerce expressed its position in regard to some duty, 
even though temporary, on frozen tuna as follows: 

“For the reasons hereinbefore stated the Department of Commerce is opposed 
to legislation such as H. R. 5698. If, however, the enactment of such legislation 
appears to be inevitable we are inclined to favor such a modification in the 
provision of H. R. 5693 as would make the 3 cents per pound duty applicable 
to imports in excess of a specified quantity. Such a duty-free quota might be 
established on an annual basis of between 25 and 30 million pounds, and prob- 
ably should be made subject to allocation by countries and quarterly periods, 
so that it can be administered equitably and in a manner designed to spread 
imports through the year. Such a quota does not appear excessive in the light 
of annual imports during the last 3 years, which have averaged about 40 million 
pounds, or in relation to our domestic catch, which is estimated to have averaged 
350 million pounds during the same period.” 

These comments are not repeated here for any purpose other than to illustrate 
that there was and is an import problem before the domestic producer, and that 
this was fully recognized by executive departments asked to comment. All 
gave thought to the problem and suggested solutions—each outlined a plan for 
solution. None was adopted. There is a possibility before us now that would 
place frozen tuna in a status whereby the domestic producer would find no effec- 
tive avenue of relief. 
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WHAT THE JAPANESE CONSIDER SHOULD BE DONE 


The Council on Tuna Imports presented what was entitled a statement of 
desire of the Japanese tuna industry to the Senate Committee on Finance. It 
can be said to fairly represent the Japanese attitude and an excerpt from it 
reads in part: 

“Nevertheless it is our firm belief that the various causes which have given 
rise to this situation can and should be removed by negotiations in a spirit of 
mutual friendship and mutual understanding which now underlie the relations 
between our two people. We are therefore prepared to discuss and study the 
problems involved with responsible representatives of the American tuna indus- 
try at as early a date as possible. 

“In the hope and anticipation that such discussions would materialize, the 
representatives of our canned tuna, frozen tuna, and tuna fishing interests have 
organized a Council on Tuna Imports with the object of working out improve- 
ments in the methods of handling our tuna exports to the United States in a 
manner which would remove any friction. 

“In order that our objectives may be legally and effectively obtained, the Japa- 
nese Government, by effecting necessary revisions in the export trade control 
order has already taken administrative measures to preclude the possibility of 
any exports in fact being made to the detriment of amicable relations between 
interested parties on both sides.” 

The Japanese have urged a sensible approach to the import problem based on 
discussion, study, and negotiations. This is an appropriate activity for our re- 
spective governments and will find full support from us. 


OPINION OF THE UNITED STATES EMBASSY 


The United States Embassy in Tokyo, in a published unclassified 30-page 
report entitled “Japanese Tuna Industry,” makes these comments (given in 
part) in the section Outlook for the Tuna Fishing Industry : 

“There is a mutual need, therefore, to compromise differences between the 
United States and Japanese tuna industries. This would promote better trade 
und better international relationships. A realistic and cooperative approach to 
the tuna tariff problem is an important angle in attaining these two desirable 
objectives.” 

This is also a sensible statement. The United States Government should take 
the lead in this matter not by binding a frozen tuna rate but by meeting with the 
Japanese Government in a spirit of cooperation leading to a mutually satisfactory 
agreement. ; 

HOW WE REGARD OUR WORLD RESPONSIBILITIES 


The tuna producer is a businessman ; businessmen are not always supposed to 
be aware of world considerations and the burdens which are placed upon our 
State Department as being responsible for our foreign relations. Our domestic 
producers have attempted to take this into account. We have taken the position 
that efforts to impose a tariff of necessity would stir up animosities and fears in 
many directions. It has been our position that these matters should be dis- 
cussed with the countries or country affected. The tuna industry does not like 
to be the instrument used willing or unwillingly to disrupt our relationships with 
other countries. In this particular regard I would like to read to you a letter 
written to the Secretary of State which I think sets forth clearly our philosophy 
and our policy in regard to international matters. They concern us deeply. 
Responsibilities of this committee concern us deeply. We have tried to bring 
before you facts which we think are important to your consideration of this 
matter of frozen tuna: 


SECRETARY OF STATE, 
United States Department of State, Washington, D. C. 

My Dear Mr. Secretary: This letter is written in reference to the address 
by the Honorable Walter Bedell Smith, Under Secretary of State, to the Cham- 
ber of Commerce of the United States, on April 27, 1953, on some of the problems 
confronting the administration with reference therein to world commerce, trade 
agreements, and the objectives of the tuna industry. 

For almost 3 years now we have had a very perplexing problem relative to 
imports of tuna in several forms. While affected by these imports in all forms, 
the members of this organization are concerned most with importations of frozen 
tuna, the product referred to specifically by the Under Secretary. 
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It is not the purpose of this letter to recount in detail the situation in respect 
to the impact of tuna importations, inasmuch as there is adequate record of 
this in the printed hearings on H. R. 5693 before the Senate Finance Commit- 
tee and in the recently issued report prepared for that committee by the United 
States Tariff Commission. 

It is the purpose of this letter, however, to set forth our philosophy in re- 
gard to these matters with the objective of correcting the inaccuracy in the state- 
ment: “Our own tuna fishermen, quite naturally, want the domestic market to 
themselves.” It appears that in the preparation of these remarks on the tuna 
situation and the attitude of the tuna industry before so important a group, the 
Under Secretary has not been given the advantage of adequate research. 

The last public statement by this organization on the subject was made No- 
vember 17, 1952, before the United States Tariff Commission. The following 
excerpts from the summary contained therein are indicative of our point of view : 

“The problem of damaging our relationship with other countries is a most 
serious one which goes beyond the immediate problems of the tuna industry” 
(p. 47). 

Scmnente have seriously hurt the American industry. Imports should not be 
eliminated inasmuch as they provide a needed competitive element and a needed 
component of the market” (p. 48). 

“We must apply a type of solution which will enable the American industry 
to continue to grow and operate at a profit and which will do the same things for 
the foreign supplier. That would be within the framework of the trade policy 
of the United States and consistent with the foreign policy of the United States. 
We need not bankrupt ourselves as a nation or our individual businesses to prove 
our regard for other nations, because there is a quality of understanding of such 
matters in other areas which appears from time to time not to have been deeply 
sounded” (pp. 48-49). 

In correspondence with the Department of State and in statements over a pe- 
riod of several years this same line of thought has been advanced. 

While copies of the statement referred to doubtless are in the files of the 
Department, we are attaching hereto the last five pages giving the summation 
of the case. 

The industry has attempted seriously to view the problems of trade both from 
the viewpoint of the industry and of international relations. 

Our remarks are substantially in agreement with those of the Under Secre- 
tary in the same address: “But the paramount concern is the national interest 
and the road to our objective must not entail sacrifice for any American enter- 
prise.” With the exception that we believe that there will inevitably be sacri- 
fices on the part of (for) any American industry, no matter how carefully these 
complex problems are handled. We believe American industry will do and has 
done things in the national interest which entail sacrifice when the reason there- 
for is clear and valid. We believe, however, that there is a difference between 
sacrifice by an industry and the sacrifice of an industry. 

The problem we face is how these things on which we agree can be done. It 
seems fair to state that for some years the exponents of free trade have espoused 
their cause without substantial opposition. This is not a desirable situation and 
has led more and more to the utterance of extreme statements and the adoption 
of narrowed viewpoints. An example of this is found recently in a statement 
of one Government official: “After having helped to build up the production of 
our allies and our enemies so that the countries of the free world can stand on 
their own feet in competitive world trade, we have not at the same time been 
able to lower our trade barriers to make it possible for them to sell to us.” 

There are two items of interest here. First, the United States has taken the 
lead in encouraging world trade and in eliminating trade barriers and yet, 
rather than tell the other nations of the world that we have set and are setting 
an example and documenting it by the strong factual case available, we seem 
to prefer to indulge in self-villification as though nothing at all had been done 
or was likely to be done. Second, it would seem to be the further setting in 
motion of extreme statements on the other side. It is axiomatic that extremism 
on one side begets the same attitude on the other side. Our position of world 
leadership, the justice of our views, demands something better from both. 

Returning to matters of more local concern, we can attempt to make some 
reconciliation of the Under Secretary’s remarks. First, in referring to the Far 
East (Japan) : “Here there is a clash between our national objectives and local 
demands for a duty increase on tunafish.” Second, in stating our objectives and 
aspirations: “But the paramount concern is the national interest and the road 
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to our objective must not entail sacrifice for any American enterprise. Neither 
should it entail special preferment for any single enterprise to the detriment of 
American industry as a whole.” There is a seemingly paradoxical position cre- 
ated for the businessman in an examination of these remarks. 

In specific relation to tuna, the situation cried for solution. The industry used 
the only avenue open to it, legislative action. This was embarked upon only after 
extended discussions with the Government, including the Department of State, 
in which we were advised to take the matter to Congress. In Japan, the point of 
origin of most tuna exports, a voluntary quota was imposed through Govern- 
ment-industry action, with the express purpose of defeating a bill originated 
by the Ways and Means Committee calling for a temporary duty on frozen tuna. 
Although revised upward three or four times since its inception, the voluntary 
quota has remained an instrument of Japanese policy in dealing with this trade 
problem. Prior to the unilateral adoption of the quota system, the Japanese 
sought agreement with the Department of State and in this the Department 
would not act. In addition the Japanese sought some type of agreement with 
the American industry. In this the industry or any of its parts could not act 
under the law. Thus a solution proposed by the exporting country, and thus 
acceptable to it, was left entirely to unilateral decision. It does not seem far- 
fetched to suggest that a happier result could have been reached had the De- 
partment, which had appropriate power to act, acted in this matter. Diplomatic 
relations could thus have been improved, rather than continuing as a source of 
concern. The ways of diplomacy were not served by ignoring the problem or 
the solution offered. 

Fisheries people, and in particular those concerned with tuna, have an abid- 
ing concern with international matters. They do not by choice become the dis- 
turbing factor in the good world relations so necessary to our Nation. They 
do not seek to be used as the example in a clash “between our national objec- 
tives and local demands.” They wish simply to take up their problem with 
their Government in an atmosphere of give and take and make a mutually hon- 
est attempt to reach a solution without bringing into play all the charges and 
countercharges which so often arise and set in motion international ill will in- 
stead of good will. 


WHY THE DUTY-FREE STATUS SHOULD NOT BE BOUND IN A TRADE AGREEMENT WITH 
JAPAN 


1. Because the domestic producer has created a fishery and built a market 
and is entitled to a just share of that which he has created. 

2. Because the domestic producer has developed access to a great natural 
protein food resource and that access must be maintained. 

3. Because the domestic producer has done this on his own, without aid 
and encouragement from his Government and, thus, has not merited discourage- 
ment from his Government. 

4. Because the domestic producer has done this with efficiency sufficient 
to keep the price of tuna at levels which have made a mass market possible. 

5. Because many thousands of persons and their families depend upon the 
continuance of the industry in all its phases of production, processing, distri- 
bution and service. 

6. Because the new wealth created by this activity is important to the well- 
being of many American communities. 

7. Because the maintenance of a vigorous industry means the insurance 
against loss of valuable skills and efficient vessels important as a part of our 
military reserve. 

8. Because the domestic producer has suffered severe reverses since the fall 
of 1950, demonstrable by declines in the domestic producers’ production, prices 
and profits. 

9. Because the domestic producer has lost a large share of the market he 
created. 

10. Because the domestic fleet has suffered declines in numbers and capacity. 

11. Because there has been virtually no new construction in the industry, 
even to replace losses, much less provide needed additions. 

12. Because there has been a loss of employment through this process of 
attrition in the fleet. 

13. Because Government executive departments when asked to comment on 
the tuna fishing industry have seen that a problem has existed and have recom- 
mended certain remedial measures, none of which even remotely contemplated 
binding the duty rate. 
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14. Because imports of frozen tuna have not been impeded but have risen to 
unprecedented record levels. 

15. Because canned tuna imports have also risen, adding further to the burden 
of the domestic producer. 

16. Because Japan, the beneficiary of any binding action, has increased its 
exports of frozen tuna in both absolute and relative quantities to where it com- 
pletely dominates the trade field, making no aid necessary. 

17. Because Japan, the beneficiary of any binding action, has increased its 
exports of canned tuna in both absolute and relative quantities to where it domi- 
nates this trade field, making no aid necessary. 

18. Because Japan has greatly increased its large vessel tuna fishing fleet in 
the last 30 months, with a large number of vessels under construction, all in con- 
trast to the situation of the domestic fleet, making no aid necessary. 

19. Because Japan plans a doubling of its fleet and production for the 5-year 
period 1953-58. 

20. Because Japan has sought an agreement on tuna imports with the United 
States which the Government has not seen fit to discuss. 

21. Because a trade agreement binding the frozen tuna rate would give a 
preferential status to the Japanese fisherman who is expanding his production, 
his fleet, and his exports. 

22. Because a trade agreement binding the frozen tuna rate would deprive the 
American fisherman-producer of a voice in his affairs in government. 

23. Because the present duty-free rate is no barrier or burden to trade in any 
shape or form and cannot be demonstrated to be so. 

24, Because no Government study has been made, or if made, has not been 
made available, of the effect upon the domestic industry of a binding of a duty 
free rate. 

25. Because no clear-cut, straightforward declaration has been made of the 
benefits which might flow from such binding. 

26. Because the President is authorized to modify or alter import restrictions 
only when he finds as a fact that any existing duties or other import restrictions 
are unduly burdening and restricting the foreign trade of the United States and 
that the duty-free status of frozen tuna is not and cannot be a burden or restric 
tion on foreign trade. 


27. Because the basic policy of the United States is to expand foreign trade 
to the extent that it does not do so to the detriment of any branch of its industry, 
agriculture or labor, and because it is our contention that the concession which 
may be granted to Japan will constitute such a detriment. 


Mr. Cary. Thank you, Mr. Chairman. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given to the committee. 

Are there any questions? Mr. King of California will inquire. 

Mr. Kine. I think the interesting item, perhaps the most interesting 
one, Mr. Cary, is that you and other members of the industry were 
advised by the State Department to take the matter up with Congress 
and, when Congress went along, and for the first time in many years, 
passed the relief, in the same Department when it was found that there 
was possibility of favorable action in the Senate, they used their influ- 
ence to defeat the very effort they had advised you to take, is that about 
right ? 

Mr. Cary. The record shows, Mr. King, as I recall it, that at the 
time the Ways and Means Committee considered the matter, the De- 
partment of State wound up its statement by saying they perceived no 
objection to H. R. 5693. When the matter reached the Senate Finance 
Committee, the Department’s position, which of course is set forth 
fully in the record of hearings on H. R. 5693—and I am commenting 
offhand—that they did feel if anything had to be done it should be 
— in the form of a tariff quota. ‘Later—I do not have a copy of this; 

I think it was in a press conference—the Secretary thought it would be 
ill advised to proceed at all. 

Mr. Kine. That is all. 
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The Cuarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. This list of questions that you wrote to the chairman 
of the Interdepartmental Committee on Trade Agreements is a very 
pertinent and searching list of questions on this entire subject, and I 
suggest that you are entitled to a reasonable answer. Who wrote the 
reply that you got; who signed it? 

Mr. Cary. I do not recall. I could give you a copy for the record 
if you wish. I do not recall offhand, Mr. Simpson, The reply, of 
course, is fuller than is set forth in this brief. As I state there, this is 
the reply in part, and I can file it if it is the wish of the committee. 

Mr. Stupson. Well, you got no satisfaction so far as any indication 
as to why they included tunafish ? 

Mr. Cary. No precise answer, surely. 

Mr. Simpson. No explanation as to why this article is included other 
than this statement: 

Apart from other considerations, obviously, fresh or frozen tuna is such an im- 
portant product in the trade with Japan that it would be difficult to explain why 
the United States was not prepared even to consider the possibility of a con- 
cession. 

Well, that does not make it clear to me why we are under obligation to 
discuss giving up something in an industry unless we want to wipe 
it out. 

Mr. Cary. Nor did it to us. 

Mr. Srmpson. And the law is wrong, which does not let an American 
citizen know why his industry may be affected. This letter says— 
In any event, reciprocal concessions must be obtained for concessions granted by 
the United States, thus serving to reduce trade barriers and to expand United 
States exports. 

If my understanding is correct, the bill before us contains provisions 
which do not require reciprocal concessions. Do you have any infor- 
mation on that ? 

Mr. Cary. That is mine, also, although I am not in a position of 
having analyzed it fully. This letter was written prior to the sub- 
mission of the bill. 

Mr. Smpson. I would like to know the date of it, which is not given 
here, and by whom it was written, whether it was written with knowl- 
edge of H. R. 1 or not. 

Mr. Cary. I can, if you wish, file it for the record. 

Mr. Stmpson. When? Have you any idea when the letter was writ- 
ten ? 

Mr. Cary. The letter would have been written just about the first 
week in December. 

Mr. Simpson. After the announcement was made about the Japan- 
ese negotiations ? 

Mr. Cary. Yes; that is right, because in preparing our position we 
thought we would like to know as many factors as we could that were 
taken into account in the publication. 

Mr. Simpson. But it is my contention that the press release indicates 
a willingness to grant concessions on a basis other than reciprocal in 
the Japanese agreements. I would appreciate it if you would give 
me the name of whoever wrote the letter; indeed, a copy of the letter. 

Mr. Cary. That shall be done, Mr. Chairman. 

Mr. Simpson. Mr. Chairman, may that be done? 
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The CHatmrman. Without objection, that will be included in the 
record. 
Mr. Stmpson. Thank you. 


(The information referred to, preceded by Mr. Cary’s letter, is as 
follows :) 


NOVEMBER 19, 1954. 
Mr. Cart D. Corse, 
Interdepartmental Committee on Trade Agreements, 
Washington, D. C. 

Dear Mr. Corse: The Committee for Reciprocity Information has announced 
public hearings as a result of the action of the Interdepartmental Committee on 
Trade Agreements in giving notice of its intention to participate in the negotia- 
tion of a trade agreement with Japan. Concurrently with the published notices 
received, a list of items to be negotiated, or possibly negotiated, in that trade 
agreement was issued. 

We are interested in a number of items on the list and particularly interested 
in the item tuna, fresh or frozen, and have requested permission to present our 
position before the committee at the appointed time. 

We received notice of the proposed action and the products affected by it on 
November 16. We note that the Committee for Reciprocity Information re- 
quires that written statements must be in its hands by noon of December 6. This 
gives us only a matter of 10 days in which to have our position completely 
considered, drafted, typed, and mailed. We are in urgent need of information 
from you preparatory to the completion of this process. 

The inclusion of any item on the published list results from mature, lengthy 
deliberations on the part of the Interdepartmental Committee on Trade Agree- 
ments. We as producers of frozen tuna, wish to give as much thought as possi- 
ble to this matter and wish to take a position which will be fair to the United 
States and to the Japanese producers, as well as tu their respective governments. 
We, therefore, urgently need specific information from you which will assist us 
in taking such a sound position. 

We are interested in knowing the general considerations given to the inclusion 
of any item on the published list. We are interested in knowing the procedures 
or mechanics whereby an item is placed on the list. It will be greatly appreci- 
ated if you will, detail for us the procedures used in this obviously selective 
process. The following questions might be applied in drafting a reply: 

1. What basis is used to determine that this specific item be considered for 
negotiation? 

2. What type of information is used by your committee in making this 
determination? 

3. At whose suggestion (a foreign government, a United States Government 
executive department, agency, or committee, or other source) is a specific item 
placed on the tentative list for consideration? 

4. What group (as above) makes the decision to place the item on a published 
list? 

5. What criteria are used at this point? 

6. What criteria are used in the decision to keep an item on the list for nego- 
tiation after hearings are conducted? 

7, What group decides the negotiating position of the United States? 

We are in the business of producing tuna. It is necessary that we operate 
our business on the basis of facts, and not supposition, particulars instead of 
generalities. Therefore, the application of this line of questioning to a specific 
product on the list, fresh or frozen tuna, will enable us to understand the back- 
ground thinking and purpose of our Government in the matter of the inclusion 
of this item on the list for possible negotiation. We believe the item was placed 
on the list purposefully and only after long deliberation based on specific facts 
and specific reasons. Thus, we also believe you will have no difficulty giving 
us specific background information developed through these deliberations. You 
can help us immeasurably by answering these specific questions in specific terms : 

1. What was the source of the suggestion that the item fresh or frozen tuna 
be placed on the tentative list for consideration? 

2. What organization or group made the decision to place it on the published 
list for possible negotiation? 

3. What criteria were used as a basis for deciding to place this item on the 
published list? 
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4. What was sought to be accomplished by placing it on the published list: 

(a) A binding of the duty-free status? 

(b) Imposition of a tariff? 

(c) Agreement upon a quota? 

(d) Any combination of the foregoing? 

5. After hearings, what criteria will be used in the decision of the Com- 
mittee on Reciprocity Information to negotiate or not to negotiate this particu- 
lar item in a trade agreement with Japan? 

6. (a) Can a negotiation of a trade agrement with Japan result in a tariff 
or duty rate being placed on fresh or frozen tuna? 

(b) Can a quota be agreed upon, and implemented by, this trade-agreement 
negotiation? 

(c) If the free-duty status is bound in the trade agreement will it place the 
subject beyond the scope of congressional inquiry or action? 

7. If the free-duty status is bound in the trade agreement, by what means 
can it be subsequently removed from the trade agreement ? 

(a) If Japan is a member of GATT? 

(b) If Japan is not a member of GATT? 

8. If the duty-free status is bound in a trade agreement what benetits did 
you consider would accrue to the Japanese? 

9. If the duty-free status is bound in a trade agreement, what benefits did 
you consider would accrue to producers in competing countries? 

10. If the duty-free status is bound in a trade agreement, what benefit did 
you consider would accrue to the United States producer? 

11. If the negotiations bind the present duty-free status, what did you 
estimate to be the effect upon the volume of imports of fresh and frozen tuna 
from Japan (this can be given in terms of percentage or pounds of increased 
imports) ? 

12. If the negotiations bind the present duty-free status, what did you esti- 
mate will be the increase or decrease in the volume of fresh or frozen tuna 
imports from other competing countries (this can be given in terms of percen- 
tage or pounds of increased or decreased imports) ? 

13. If the negotiations bind the present duty-free status, what did you esti- 
mate would be the effect upon the American producer in his permitted ability to 
provide production for the United States market? 

14. Is there any particular concession which the committee has in mind 
to obtain from Japan in binding the.duty rate on fresh and frozen tuna at its 
present zero rate? 

15. What is the volume and value of such products? 

16. As a part of the proceedings growing out of the decision to negotiate a 
trade agreement with Japan the Tariff Commission will hold hearings in respect 
to the establishment of peril points. Can you advise us what procedure will 
be used to establish a peril point in respect to an item which is presently duty 
free? 

You will see from the foregoing list of questions that we consider this entire 
matter of what is done with fresh and frozen tuna to be a matter of vital 
interest in the fullest sense of the term used. We are positive that a great deal 
of exact consideration was given to this matter and therefore consider you 
should be in a position to enlighten us fully as to the considerations which 
you wish us to take into account in the formation of our position. 

It would appear that the assumption we should make is that the action of 
placing fresh and frozen tuna on the list for possible negotiation is that the 
action was taken with the thought in mind that the present duty-free status be 
bound. Again, we repeat our wish to operate our business by facts rather than 
suppositions and therefore do not wish to be in error on this. Hence, we do 
send you the foregoing list of questions in order that our background informa- 
tion may be complete, that we may be fully advised as to the action which is 
contemplated by the committee, and in order that we cannot possibly misunder- 
stand the direction which these procedures may possibly take. 

This segment of the tuna industry has prided itself on taking a realistic 
position in regard to trade matters which affect it. We are able to do this 
because we understand our problems reasonably clearly. We are able to do 
this to a far greater degree if we understand the problems which our Govern- 
ment faces in regard to any of these commodities. With particular reference 
to frozen tuna, our thinking can be sharpened considerably and our approach 
conceivably be made broader if we are advised by you as fully as possible in 
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regard to all the considerations which you have made in deciding to include 
this item on the list for possible negotiation with Japan. 

Time is of the essence in this matter, and a reply by return mail will be of 
inestimable value to us, in order that we may meet the time limitation imposed 
by your committee in the submission of our position. 

Yours very truly, 
HAROLD F. Cary, General Manager. 


DECEMBER 2, 1954. 
Mr. HAROLD F. Cary, 
General Manager, 
American Tunaboat Association, 
San Diego, Calif. 

Dear Mr. Cary: Reference is made to your letter of November 19, 1954, ad- 
dressed to the Secretary of State and to the chairman of the Interdepartmenta! 
Committee on Trade Agreements. You request information regarding the tariff 
negotiations to take place in February including the procedures followed by the 
above-mentioned committee in listing items for possible concession in such nego- 
tiations particularly the listing of fresh and frozen tuna. 

I am sorry that pressure of other urgent business has not permitted an earlier 
reply to your letter. However, you may be assured that any supplementary 
material that you may wish to submit will be accepted by the trade-agreements 
organization. I also am willing to give you as much time as you may wish at 
your convenience if you should come to Washington in connection with the 
hearings. 

Before commenting on your questions, I want to emphasize that the listing of 
any product does not mean that a concession will be offered. Such a decision is 
made only after all the information, including peril points by the Tariff Com- 
mission, is collected and analyzed. Even then if it were decided to offer a con- 
cession, the actual granting of a concession depends on the results of the nego- 
tiations. It has been our experience that concessions have not been granted on 
various products either because it was decided that no concession should be 
offered or because it was found during the negotiations that sufficient reciprocal 
advantages could not be obtained for the United States in exchange for the con- 
cession. 

The specific procedure used in deciding whether an item should be listed for 
the forthcoming negotiations is to obtain preliminary information and trade data 
available from governmental sources on all relatively important items where 
there is remaining authority to make concessions under the Trade Agreements 
Act. This material is reviewed by a subcommittee of the Interdepartmental 
Committee on Trade Agreements (TAC). The subcommittee then compiles the 
list of items to be considered for possible negotiation based upon statistical data 
available to this Government of trade in the item, giving consideration to any 
requests by foreign governments. 

The proposals of this subcommittee are examined, on a product-by-producit 
basis, by the TAC which approves, disapproves, or modifies them. In this exami 
nation the full committee specifically considers not only the products proposed 
for listing but also those which the subcommittee decided not to propose for list- 
ing. Among the consideratins which are taken into account are (1) whether the 
country with which negotiations are to take place is a significant and normal 
supplier of the product to the United States: (2) what are the other suppliers 
and how important are they; (3) whether the amount of remaining authority 
to make a concession is important enough to make it worthwhile to consider a 
concession; and (4) what is the present relationship of the duty on this product 
to duties on other products which may be similar or competitive. 

On the basis of these and any other considerations which may be pertinent 
with regard to individual products, the TAC then makes its recommendations 
to the President. In deciding on these recommendations, the members from the 
Departments of Commerce, Treasury, Agriculture, Defense, Labor, Interior, and 
State, and from the Foreign Operations Administration vote for their respective 
agencies. In other words they, so to speak, “clear” their positions in their 
agencies. If any agency dissents from the recommendation of the TAC on any 
product, it files a separate report giving its reasons for the dissent. The recom- 
mendations together with any dissents are then transmitted to the President, 
who reviews them, makes decisions regarding the dissent products, and ap- 
proves for publication the list of items to be included in a public announcement 
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for possible negotiation. In order to secure objectivity and because the Presi- 
dent’s decision is controlling for the entire executive branch, the separate views 
of agencies are, of course, classified information. 

I can assure you that the process of deciding whether any item should be 
listed is a lengthy one. It involves extensive interagency consideration. How- 
ever, this is only the initial part of the preparation for the negotiations. Before 
a decision will be made as to whether or not any item will be included among those 
on which concessions might be offered, the testimony and briefs submitted in 
connection with the public hearings to be held shortly as well as the peril-point 
findings of the Tariff Commission will be taken into account by the TAC. Every 
effort will be made to bring together all the technical information available from 
Government sources. Government officials with commodity knowledge will be 
asked to make this knowledge available. The TAC will then consider what 
offers should be made and the President approves the final negotiating position 
of the United States, again with any agency making separate reports in the 
event of a dissent from the recommendations of the committee. 

I think it would be inappropriate for me to try to describe in detail the consider- 
ations that lead to the decision to list any specific product. Apart from other 
considerations, obviously fresh or frozen tuna is such an important product in 
the trade with Japan that it would be difficult to explain why the United States 
was not prepared even to consider the possibility of a concession. As you know, 
such consideration cannot be given unless a product is listed. 

In view of the fact that no decision regarding a concession on fresh or frozen 
tuna has been made or should be made until all available information has been 
considered, I cannot completely answer questions 4 and 6 of your second set 
of questions. However, as you may know, the Trade Agreements Act specifically 
prohibits the transfer of items between the dutiable and free lists. If tuna 
should be the subject of a concession, this would not, of course, preclude con- 
gressional inquiry or action, but it might be expected that the Congress would 
give careful consideration to the international obligations of the United States 
before taking any action which might impinge upon them. 

Trade-agreement concessions may, of course, be modified in accordance with 
the provisions of the agreements. One possible basis for modifying the concession 
would be a determination by the President under established escape-clause pro- 
cedure that such modification is necessary to prevent or remedy serious injury 
being threatened or caused the American industry producing like or competitive 
products. 

It is not possible to furnish definitive replies to the questions 8 through 15 on 
pages 2 and 3 of your letter if for no other reason than that no decision has as 
yet been reached even to offer a concession on fresh or frozen tuna. If it 
should finally be decided to grant a concession, individual opinions would prob- 
ably differ as to the precise effects to be expected from it. The trade-agreement 
procedure however provides a mechanism for obtaining a consensus of the best 
judgment available, taking into account all of the interests involved. Should it 
ultimately be decided that a concession on tuna is advisable, it will be granted 
only on the basis of existing legal requirements which include taking into account 
the peril-point findings of the Tariff Commission, the requirement to avoid con- 
cessions which threaten domestic production needed for national defense needs 
and in the light of all pertinent data. In any event reciprocal concessions must 
be obtained for concessions granted by the United States, thus serving to reduce 
trade barriers and to expand United States exports. 

So far as question 16 is concerned, any comments could appropriately be made 
only by the Tariff Commission, which has the responsibility for making such 
determinations. 

Sincerely yours, 
Cart D. Corse, 
Chief, Commercial Policy Staff. 


The Cuatrman. Mr. Reed of New York will inquire. 

Mr. Reep. I was interested in this shift from packing tunafish in 
oil to packing it in brine. Was that a subterfuge? Were they just 
evading any relief you got with respect to those packed in oil? What 
were the circumstances? 

Mr. Cary. It was simply taking advantage of an opportunity that 
presented itself in a shift of duty rates. As I described, tuna in brine 
was not an article in commerce as we knew it in 1943, nor was it in the 
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several years following 1943. But at the time of the reversion of the 
duty rate on canned tuna in oil, following the denunciation by Mexico 
of the trade agreement with us, the reversion of that duty, then pre- 
liminary shipments were made of tuna in brine. As I understand, 
those were classified as dutiable under that basket category negotiated 
5 years previously, and therefore that was the manner, and the rather 
logical one, under which tuna could be shipped to this country, and 
that has been pursued since. It has led to just a shift from tuna in 
oil at 45 percent to tuna in brine at 121% percent. 

Mr. Reep. That is what I thought. 

Mr. Cary. Yes. 

Mr. Reep. And it was most injurious to our domestic industry ? 

Mr. Cary. Yes. 

Mr. Reep. Thank you. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the committee. 

Mr. Cary. Thank you. 

The CHarrmMan. Our next witness is Mr. John F. Linehan, gen- 
eral manager, Seafood Producers Association. 

Please give your name, address, and the capacity in which you ap- 
pear, for the record. 


STATEMENT OF JOHN F. LINEHAN, GENERAL MANAGER, SEAFOOD 
PRODUCERS ASSOCIATION OF NEW BEDFORD, MASS., INC., NEW 
BEDFORD, MASS. 


Mr. Linenan. Mr. Chairman and members of the committee, my 
name is John F. Linehan, general manager of the Seafood Producers 
Association of New Bedford, Mass. I represents the fishing vessel 
owners and the allied and supporting industries which go to make up 
the fishing industry in our port. All of our vessels in New Bedford, 
which number about 170 and represent an estimated $12 million in 
capital investment, are owned by individuals or partnerships. 
Eighty percent of our captains are owners or part-owners, and the 
boats represent their entire savings and investments, in most cases. 
Our marine railways, boatyards, machine shops, and other service 
companies each have a history of private and personal enterprise. 
Ours is a collective industry of individual enterprises, and the New 
Bedford fishing fleet is the fourth most important in the Nation in 
value of landings. It is for this industry that I am appearing before 
you today. 

I shall not bore you with reiteration of import statistics, for that in- 
formation has come before you many times already. Rather, I want 
you to know how the people of New Bedford feel about foreign trade 
in general, and about Fr. . 1 in particular. 


Secretary of State Dulles scared us to death last week when he told 
us that he would sacrifice American jobs and industries to help the for- 
eigners, most of whom, by the way, are apparently too lazy to help 
themselves. If you recall, he stated: 

* * * I do not hesitate to say that even if * * * the pending bill would pri- 


marily serve the economic interest of others * * * I would still advocate the 
bill as needed to preserve the unity and vigor of the free world. * * * 
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Secretary of Commerce Weeks, however, served to lessen our fears 
somewhat when he assured us that the administration has no intent 
to ignore the legitimate safeguards we have normally relied on to pro- 
tect American industry and labor standards in this country. We pray 
that not many Members of Congress think as little of our own domes- 
tic economy as Secretary Dulles ‘apparently does. 

We feel that continuation of the past and present policy of foreign 
trade, as embodied in the Reciprocal Trade Agreements Act, is pure 
folly. Under the system of control of foreign commerce and tariffs 
by the executive department only grief has come to our own domestic 
economy. The “escape clause” ‘and “peril point” provisions of the 
act have proven to be a sham. We sincerely believe that Congress 
alone can best serve the interests of the American people in this matter. 
It is the Congress that ascertains the pulse of our citizenry, and Con- 
gress, we are certain, would be less apt to ignore the legitimate claims 
of i injury to our own citizens. It is high ‘time that we put a hait to 
the sacrifice of domestic industries upon n the altar of foreign imports. 

The imports of fresh and frozen groundfish to this country have 
risen from 9 million pounds in 1939 to 136 million pounds in 1954, 
with no hope for a slackening in the continuing increase. A healthy 
industry prospers and expands with age and in the presence of in- 
creased population. Our industry has “decreased in the past 5 years 
because some of our boatowners could not afford to operate vessels on 
the income received from the sale of their catches. Some of our 
processors could not pay American workers and compete with prod- 
ucts processed by foreign labor. The difference in the initial prices 
paid for fish is relativ ely small, but by the time the product reaches 
the retailer the difference is startling. The major cost factor in the 
processing of any commodity, be it fish or any other, is labor. By 
law the American producers and processors must bargain collectively 
with unions. In such a manner are wages and hours established. 
Social and other taxes, freight rates, and other conditions are estab- 
lished by law. The domestic producers and processors are unable 
under existing laws to decrease costs of operation. Hence, they can- 
not compete with foreign counterparts who have no such restrictions, 
and unfair and unequalized foreign competition forces the domestic 
companies to either hquidate or curtail their production to where they 

‘an survive on the crumbs of the domestic market. 

The fishing industry in New Bedford represents an income of $20 
million per year to New Bedford fishermen, boatowners, handlers, 
processors, and supporting services. It is the second largest industry 
in the area. A continuation of present trade policies foretells noth- 
ing but ignominy to the industry. Our fishermen and workers are as 
good as any in the world, and better than most. Our methods and 
equipment are modern and efficient. All we ask is to be protected 
against unfair competition from goods produced by cheap foreign 
labor. We can meet fair competition, but we cannot meet competition 
from countries where the wages of the workers reflect their miserably 
low standards of living. 

We feel that H. R. 1 will serve only to perpetuate the inequitable 
conditions which exist today and will only encourage further exploita- 
tion of labor abroad, meanwhile creating ‘unemployment and economic 
disaster in this Nation. H. R. 1 must be defeated and the responsi- 
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bility for the regulation of foreign commerce must be restored to Con- 
gress, where it was originally placed by our own Constitution. 

So ends my statement. 

Mr. EperHarter (presiding). Thank you very much, Mr. Linehan. 

Are there any questions ? 

Mr. Reed will i inquire. 

Mr. Reep. This is a case, is it not, where a community is dependent 
on an industry which is affected by competition ? 

Mr. Linenan. Yes, sir. 

Mr. Reep. New Bedford, as I understand it, has always been the 
center of the fishing industry for many, many years. 

Mr, Linenan. Yes, sir. “The whaling industry started many gen- 
erations ago. 

Mr. Reep. In other words, practically all the expenditures for com- 
munity affairs in New Bedford depend upon the payrolls of the fish- 
ing industry, is that r ight ? 

Mr. Lingnan. Yes, sir, Mr. Reed. New Bedford is the world’s 
largest sea scallop port and the largest flounder port on the Atlantic 
coast. The entire economy reflects the status, the economic status, 
of the fishing industry. When business is bad in the fishing industry, 
the entire business of the community suffers and it is very notice- 
able. 

Mr. Reep. How many other communities depend on fishing up along 
the coast there? 

Mr. Linenan. Well, around the New England coast, practically 
every coastal community depends on the fishing industry. 

Mr. Reep. Thank you very much. 

Mr. Esernarter. Are there any other questions ? 

Mr. Byrnes of Wisconsin. 

Mr. Byrnes. What is the price differential between imported fish 
generally and domestic fish? 

Mr. Linenan. The price differential as it reaches the retailer? 

Mr. Byrnes. Yes. 

Mr. LinEHAN. Somewhere along the line the differential is balanced 
out so that the ultimate consumer does not notice the difference too 
greatly. To the ultimate consumer there may be a difference of 2 or 3 
cents per pound, but to the distributor or w holesaler, there is as much 
as 20 cents per pound price differential between a pound of American- 
produced fillets and a pound of foreign-produced fillets. 

Mr. Byrnes. You mean the distributor absorbs 20 cents, you say? 

Mr. Linenan. It is much more advantageous for a distributor to 
buy foreign fish and to sell it than it is to buy American fish and sell it. 
When he is selling American fish to a retailer, his margin of profit may 
be 10 to 20 percent. When he is selling a foreign product the margin 
cf profit may go considerably higher than that, two or three hundred 
times higher than that. 

Mr. Byrnes. You say that the differential does not arise primarily 
because of the initial price paid for the fish but it comes into play in 
the processing ? 

Mr, Lrxenan. The processing is what determines the American 
price. The rule-of-thumb yardstick for the American-produced fish 
is that you take the cost of the fish from the vessel, multiply it by 3 and 
add 10 cents and that is the price that the processor has to charge the 
jobber or wholesaler in order to make a half-cent-a-pound profit. 
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Mr. Byrnes. Now, converting that rule of thumb to the foreign 
producer, what would his formula be? 

Mr. Lixenan. His formula would possibly be quite the same except 
that where our fillet work is the cutters, skinners, and handlers being 
paid anywhere from $1.40 to $1.60 per hour the foreigners’ pay scale is 
much beneath that. I think the competing countries, the highest 
hourly wage paid by any competing company is 70 cents per hour. 

Mr. Byrnes. How does that measure out per unit? You said you 
have a formula of 3 times the cost of the fish plus 10 cents? 

Mr. Linenwan. That is on our American rule of thumb. 

Mr. Byrnes. That is the cost of processing ? 

Mr. Linenwan. Yes, sir. 

Mr. Byrnes. What do you contétid that the foreign producer has, 
2 times rather than the 3 times? Have you any way of figuring that 
out ? 

Mr. Linenan. I have no idea. Even on the initial price, when I 
said the difference in price paid was negligible, perhaps in Canada they 
would pay 3 cents per pound and in the United States it would be may- 
be 6 cents per pound. Whertes you would assume that 3 cents is a neg- 
ligible Bibslans, even using the same formula of 3 times plus 10 
cents, when you start out with the initial 3 cents instead of 6 cents, 
the end result is remarkably different. 

Mr. Byrnes. You pointed out here the increase in the imports of 
fresh and frozen ground fish from 9 million pounds in 1939 to 129 
million pounds in 1954. What has been the American production 
change, up or down, during the same period ? 

Mr. Linenan. The American tlediasbion during the same period has 
increased roughly 10 percent. 

Mr. Byrnes. You have increased 10'percent ? 

Mr. Linenan. Yes, sir. 

Mr. Byrnes. Whereas they have increased how much ? 

Mr. Linenan. A couple of thousand. 

The corrected figure instead of the 129 million was 136 million, Mr. 
Byrnes. 

Mr. Byrnes. Thank you very much. 

Mr. Eseruarter. Are there any other questions? 

The committee thanks you for your appearance, Mr. Linehan. 

Mr. Linenan. Thank you, gentlemen. 

(The following material was submitted for the record :) 

TUNA CLIPPER ENGINEERS INTERNATIONAL 
ASSOCIATION OF MacuInists, Lopce No. 389, 
San Diego, Calif., December 1, 1954. 

Mr. CHAIRMAN AND MEMBERS OF THE COMMITTEE: We represent the Interna- 
tional Association of Machinists, Lodge No. 389, A. F. of L., a labor organization 
whose members are employed as engineers and assistant engineers aboard the 
tuna clippers operating from the port of San Diego, Calif., and San Pedro, Calif. ; 
and as general machinists, marine machinists, marine pipefitters, marine welders, 
and helpers in the boatyards located in San Diego, Calif. 

Engineers mentioned in this statement, with fishermen who are members of 
the Cannery Workers and Fishermen’s Union of San Diego, Seafarers Interna- 
tional Union, A. F. of L., man these tuna clippers under a collective-bargaining 
agreement with each individual clipper.and its owners, in compliance with Labor 
Management Relations Act of 1947, and are not paid wages for their services but 
share in the net receipts from the sale of fish, as provided in United States Code, 
title 46, section 531 (Rev. Stat. 4391). For your information we are enclosing 


herewith copy of our contract. Refer to pages 6, 7, 8, and 9 for “Shares” and 
page 22, article 9, section 1, for price of fish. 


The engineers and assistant engineers are all highly skilled mechanics and 
must be American citizens to obtain marine licenses to operate the different 
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types of machinery on the tuna clippers, such as up to 1,800-horsepower diesel 
reversible main engines; 200-horsepower diesel electric generators, of which 
each vessel has 2; fresh-water evaporators; refrigeration compressors capable of 
keeping 500 tons of fish at 0° F.; large 12-inch centrifugal pumps to keep bait fish 
alive; many smaller electric pumps for circulating, cooling, bilge, and fire work ; 
automatic pilots, mechanical steering; radar; long-range 2-way radio; electronic 
sounding machines, and many other electronic devices. 

Because of the nature of the work, there are no regular schedule of hours to 
be worked in a day. The average workday is 14.6 hours and in a year’s time 
will average over 3,000 hours. 

Most of these vessels are in excess of 200 gross tons and come under the Officers’ 
Competency Certificates Convention, 1936, and the officers are certified or licensed 
under United States Code, title 46, section 224, such licenses being issued by the 
United States Coast Guard. 

Thus, the tuna clippers stand as a reserve auxiliary fleet ready to answer the 
eall to colors, just as they did in World War II when the Armed Forces com- 
missioned the vessels and crews for interisland service in the South Pacific to 
haul perishable provisions from the supply ships and depots to the frontlines and 
the fighting ships. 

At the present time we have 93 engineers and assistant engineers on the beach 
unemployed. We also have several others who have secured other jobs not con- 
nected with the industry and who are lost to the fishing fleet. 

At the present time we have 62 boats in port awaiting their turn to unload the 
fish on board. Some of these boats have been in port 5 to 6 weeks awaiting to 
unload. Other boats arriving daily will not be unloaded until after the first 
of the year. 

We contacted one of the larger shipyards for their employment records for 
November 1952, 1953, and 1954. This yard reported 434 employees during 1952, 
251 in November 1953, and 171 in November 1954. One of the smaller yards em- 
ployed 57 in November 1952, 40 in November 1953, and 33 in November 1954. 

We understand that the administration is interested in keeping these shipyards 
on the west coast going for security reasons. From the above employment record, 
and if the tuna fleet is further handicapped by the tuna situation in foreign 
countries, it won’t be long before the shipyards will have to close their doors. 

Around 50 percent of our union members are veterans, who have faithfully 
served the cause of their country and who are deserving of that consideration 
for the protection and maintenance of their livelihood. They pay Federal, State, 
and local taxes to help defray the cost of our Government. 

These moneys are given to foreign countries, but the recipients who receive 
the benefits do not in any way contribute any return to the United States 
Government further than disrupting our mode of living. 

For these reasons our membership sent us to these hearings to preserve their 
interests and safeguard their homes and investments. We. believe in going 
along with the United States Government in giving all aid possible to friendly 
nations, but as American citizens they want their Government to protect them 
at the same time. 

Fresh or frozen tuna is on the free list at the present time and we cannot 
see to what advantage it would be to freeze fresh and frozen tunafish at zero 
in any trade agreement, as no one can foresee what is going to happen in the 
future, 

We feel that a quota judged by the past 3 or 5 years with a sliding scale of 
raising or lowering the same with the consumption or sales in the United States. 

In conclusion, therefore, on behalf of our members of International Associa- 
tion of Machinists, Lodge No. 389, A. F. of L., we are very much opposed to 
the entering on the free tariff lists of fresh and frozen tuna, or a reduction 
in tariff on tuna canned in oil or canned in brine. 

We respectfully request our statement be given due and just consideration in 
arriving at your decision, and we express our thanks for the opportunity of 
a hearing. 

Eart MANSELL, President. 
Curr B. Wertz, Business Manager. 


CoLUMBIA River Satmon & TUNA PACKERS ASSOCIATION, 
Astoria, Oreg., January 15, 1955. 


Hon. JERE Cooper, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 
Dear Str: The members of the Columbia River Salmon & Tuna Packers 
Association are canners and processors of salmon, tuna, and other types of water 
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food prevalent in the Pacific Northwest area. Due to the fact that circumstances 
will prevent our representation at the hearings to be held before your committee 
in relation to H. R. 1, we are setting forth below a brief statement of our 
attitude in relation to this legislation and requesting that it be included in the 
record of testimony in regard to this bill. 

We are opposed to the establishment of any mathematical formulas pfoviding 
for tariff reductions over a period of years, it being our belief that any such 
tariff revisions should be established solely on the merits of each particular 
case at issue and in direct relation to current conditions. 

At the present time a number of important segments of the United States 
fishing industry are seriously affected by lack of adequate protection. Cheaper 
eosts of raw material and far cheaper labor costs are enabling foreign nations 
to export processed fishery products into this country for.sale at prices which 
do not cover domestic produetion costs. These nations are able presently to 
do this with a number of fishery items in spite of current tariff barriers. If 
this protection was materially lessened, as is proposed in H. R. 1, substantial 
portions of our domestic industry would in all probability be eliminated. 

We are not looking for overprotection. We do believe that established major 
industries in this country, such as ours, should be protected from foreign compe- 
tition to the extent that the foreign product and our domestic product can go 
into the market places of this country on an equal cost basis. Failure to do 
this will damage our economy. Either the American industry will fail to survive 
or its cost structure must go down to a point where it can no longer maintain 
pay seales on a basis with current standards of living in this Nation. 

In other words, we are not seeking an advantage in making this petition, but 
are requesting not to be put at a disadvantage due to the fact of the cost of 
maintaining and operating a business in this country. 

Yours respectfully, 
JAMES H. CELLERS, Hvecutive Secretary. 


Members of this association are: Barbey Packing Corp., Astoria, Oreg.: Bio- 
products, Oregon, Ltd., Warrenton, Oreg.; Chinook Packing Co., Chinook, Wash. ; 
Columbia River Packers Association, Inc., Astoria, Oreg.; Columbia River Salmon 
Co., Astoria, Oreg.; New England Fish Co. of Oregon, Astoria, Oreg.: Point 
Adams Packing Co., Hammond, Oreg.; San Juan Fishing & Packing Co., Warren- 
ton, Oreg.: Union Fishermen’s Cooperative Packing Co., Astoria, Oreg.; Van 
Camp Sea Food Co., Ine., Astoria, Oreg. 


SEATTLE, WASH., January 20, 1955. 
Hon. JERE COOPER, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 


The American salmon-canning industry, through its three trade associations, 
namely, the Association of Pacific Fisheries, Inc., Alaska Salmon Industry, Inc., 
and Northwest Salmon Canners Association, representing together over 95 per- 
cent of the American production, wishes to file with your committee its desire 
that the present Trade Agreements Act be extended without change, and in every 
case of a proposed reduction in tariff, the affected industry should first be given 
adequate notice and a hearing before the Tariff Commission. Our industry con- 
sists of about 165 salmon canneries operating in the States of Oregon, Washing- 
ton, and the Territory of Alaska, employing approximately 40,000 persons, mostly 
of the skilled-labor type. Investment in these canneries and their floating equip- 
ment is estimated at approximately $140 million. Under the present Trade Agree- 
ments Act in 1951 our Government reduced the tariff on canned salmon from 25 to 
15 percent ad valorem, the 25-percent rate having been in effect since 1920. 
Following this tariff reduction, during the years 1952 and 1953, 9,500,000 and 
over 12 million pounds of canned salmon, respectively, mostly from Canada, 
were imported. The Japanese salmon-fishing expeditions in the North Pacific 
south of our Aleutian Islands, produced 150 million pounds of salmon last year 
as against some 38 million pounds of salmon produced last year in our important 
Bristol Bay area north of the Alaska Peninsula. 

The production of salmon by the Japanese expeditions in the North Pacific 
area is increasing tremendously each year. They are now planning to double 
last year’s production during 1955. Canada also has a large annual production 
of canned salmon. The present American tariff of 15 percent permits the impor- 
tation of canned salmon at a profit from both the rapidly increasing Japanese 
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supply and the Canadian supply, as cost of production in these countries is 
considerably less than American production costs. For the reasons given above, 
this industry strongly disapproves of any legislation which would permit any 
further reduction .in the tariff on our product. Such action would be highly 
detrimental not only to the operators of the canneries, but also to the cannery 
workers, fishermen, vessel owners, and communities in Oregon, Washington, and 
Alaska which are largely or in some cases almost entirely dependent upon the 
catching and canning of salmon for a livelihood. 


ASSOCIATION OF PACIFIC FISHERIES, INC. 
ALASKA SALMON INDUSTRY, INC. 
NORTHWEST SALMON CANNERS ASSOCIATION. 

Mr. Eperuarter (presiding). The next witness is Mr. Rice. Is 
he present ¢ 

The next witness is Mr. Falk of the Northwest Horticultural 
Council. 

We will be glad to hear your statement, Mr. Falk. 

Mr. Hotes. Mr. Chairman? 

Mr. Esernarter. Mr. Holmes. 

Mr. Hormes. Mr. Falk, is a prominent citizen of the city of Yakima, 
Wash., and manager of the Northwest Horticultural Council. He is 
appearing before the committee this morning in presentation of his 
statement on behalf of the Northwest Horticultural Council. 

Mr. Esernarrer. I am certain, Mr. Holmes, that his testimony 
will be very valuable and will be appreciated by the committee. 

You may proceed, sir. 


STATEMENT OF ERNEST FALK, MANAGER, NORTHWEST 
HORTICULTURAL COUNCIL, YAKIMA, WASH. 


Mr. Fautx. Thank you, Mr. Chairman. I have a prepared state- 


ment. I could summarize it, if you wish, if I might have the state- 
ment copied into the record. 

I think I could save some time by making oral comments if that 
would meet with the committee’s approval. 

Mr. Kine. Mr. Chairman, the witness should be complimented for 
offering to shorten his statement. 

The Cuatrman. Thank you very much. Your statement will be 
made a part of the record. 

(The statement is as follows :) 


STATEMENT OF ERNEST FALK, NORTHWEST HORTICULTURAL COUNCIL 


I am appearing today on behalf of the Northwest Horticultural Council with 
offices at 1002 Larson Building, Yakima, Wash. The council is composed of the 
following organizations of fruit growers and shippers in Washington and 
Oregon: Washington State Apple Commission, Winter Pear Control Committee, 
Hood River Traffic Association, Rogue River Valley Traffic Association, Wenat- 
chee Valley Traffic Association, Yakima Valley Traffic Association. 

The member traffic associations are composed of growers, packers, marketers 
and shippers of deciduous fruits in their respective areas. The council repre- 
sents the growers of practically 100 percent of all apples, and in excess of 90 
percent of all other deciduous fruits grown commercially in the 2 States, totaling 
approximately 9,000 growers. Thousands of employees are engaged in growing, 
harvesting, and preparing the fruit for shipment. We appreciate this oppor- 
tunity to present our views with regard to the reciprocal trade program and 
the extension of the Trade Agreements Act. 

Northwest apple and pear growers and shippers have long been interested in 
trade, both export and import. Starting in 1910, they carefully and painstak- 
ingly developed export outlets which were an integral and normal part of their 
marketing program. This was not a surplus disposal or dumping program but 
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a normal marketing activity. We marketed “export specifications” of both 
apples and winter pears; this comprises varieties planted and grown primarily 
for export and smaller sizes of other varieties. 

Small-size apples are preferred abroad, whereas domestic. consumers prefer 
large- and medium-size fruit. Since little apples and big apples grow on the 
same tree, the export market was and is complementary to the domestic market. 
Consumers abroad had come to appreciate and demand United States apples 
and pears. Reports from the trade in foreign countries and USDA representa- 
tives abroad, and the reception given to the small quantity of United States 
fruit exported in postwar years, establish conclusively that there is a market 
for our fruit in the United Kingdom and Burope even though many of those 
countries have increased their production since World War II. 

Prior to World War II, about 44 percent of the Pacific coast production of 
winter pears was exported. Since the war, less than 10 percent has been ex- 
ported. Prior to World War II, 28 percent of the Northwest crop of apples 
was exported. Less than 5 percent has been exported since 1947. 

Tables 1, 2 and 3 show the annual production of apples and the decline in 
exports to Europe, including the United Kingdom. Table 4 shows the decline 
in pear exports. 

Apples are grown commercially in 35 States. Washington and Oregon grow 
approximately 29 percent of the United States apple crop. Approximately 36 
percent of the United States apples sold on the fresh-fruit market are grown in 
Washington and Oregon. Although a very high percentage of the ‘exports are 
from the Northwest, other apple-producing areas are vitally interested also 
because the volume exported relieves pressure on the United States domestic 
market. 

With this broad experience in the export field and this dependency on export 
outlets, it was only natural for the Oregon and Washington producers to endorse 
the objectives of the Reciprocal Trade Program—which we did in 1934 and 
have continued to do. We urged extension of the Trade Agreements Act when 
the issue was before prior sessions of Congress. However, we have become 
disillusioned as to the application of the principle of “reciprocity,” and impa- 
tient with the tolerance of the executive and administrative branches of our 
Government in the past toward the frequent unilateral and discriminatory ac- 
tions on the part of countries who entered into treaties or agreements with our 
Government—such as GATT—and then immediately nullified them by unilateral 
action. Concessions have been voided by failure or refusal of foreign countries 
to grant the necessary import licenses or the exchange necessary to facilitate 
the purchase of U. S. apples and pears. 

We are not unmindful of the existence at times in the past of a so-called 
dollar shortage and the reluctance of European countries to expend their limited 
supply of dollars for fruit. We are convinced, however, that in many instances 
the so-called dollar shortage has been merely an excuse of their domestic pro- 
ducers who are reluctant to compete with our fruit but want to preserve the 
wartime monopoly gained when United States fruit was not available. These 
producers extended the marketing period for their fruit far beyond its normal 
life, and insisted that their governments exclude our fruit, many varieties of 
which were grown for this export trade because of their long-keeping qualities. 

The United Kingdom, France, Belgium, Holland, Germany, and Sweden were 
important purchasers of United States apples and pears prior to World War 
II. All of these countries entered into agreements with us granting some 
concessions on United States apples and pears. Then they proceeded to nullify 
the effect and intent of these concessions by refusing import licenses or exchange 
to implement purchase of our fruit—long after, in many cases, the time they 
had any justification for excluding our trade. They are reported to have 
negotiated bilateral agreements with each other and with Italy, Spain, Denmark 
and Israel for their fruit requirements, despite the multilateral philosophy 
expressed in reciprocal trade agreements and in GATT. We hear that more 
than 490 bilateral trade agreements have been negotiated, many of which have 
resulted in restricting our trading opportunities. 

In order to restore these export markets for fresh fruit, the artificial barriers, 
obstacles and restrictions which have been so skillfully built against us must be 
removed. These barriers include so-called bonus dollars for which the Euro- 
pean importer must pay a high premium, refusal to grant import licenses or 
granting of licenses so late in the season that trading opportunities are gone 
and steamship space cannot be arranged, and refusal to grant necessary exchange. 
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As international trade has for the time being yielded to Government direction, 
we as an industry cannot overcome these obstacles without assistance from 
our Government. This was recognized by the Senate Finance Committee in 
considering the Trade Agreements Extension Act of 1951, as evidenced by the 
following statement in Report 299, dated April 27, 1951. 

“Testimony before the committee as to our perennial fruit crops has indicated 
difficulties encountered by exporters of those crops in regaining access to the im- 
porting countries in Europe which in the past furnished an integral part of our 
growers’ markets. Your committee, therefore, feels justified in urging the appro- 
priate agencies of this Government to take steps under presently available 
authority and procedures to bring about the restoration of the foreign markets of 
these exporters.” 

There has been some improvement in the last year, but it has been only a 
step in the right direction. If we are to have reciprocal trade, it should be re- 
ciprocal.- To make our United States market accessible to foreign exporters as 
we have for apples and pears—while the foreign countries deny us access to 
their markets—is not reciprocal tfade. 

Despite the fact that we produce apples and pears in the United States for 
domestic and world markets, our United States market is open to all comers on a 
nominal duty which is no obstacle at all. We want the same right to compete 
in foreign markets—that is reciprocity as we understand it. If we can’t compete 
with their producers we can’t compete in their markets. That is our risk. 

As an example of the obstaclés mentioned, may I refer to an experience during 
the current season. About August 30, 1954, the United Kingdom announced that 
import licenses would be issued for a limited quantity of North American 
apples. The allocation between Canada and the United States was not announced. 
Presumably, historical exporting experience should have been considered in the 
light of the loan agreement of 1946 and GATT. 

The following table shows exports of apples from Canada and the United 
States to the United Kingdom. 


United Kingdom—Imports of apples from Canada and the United States, 1931-39 





Value from— | Percent of value from— 


| 
lascea aides 
| 


Year (average) i" 
United rk | United 


Canada States see States 


Thousands | Thousands; Percent | Percent 
£1,963 + 2,489.8 | 44.1 55.9 
ne tien 1, 852 1, 536. 2 55. 2 | 44.8 
yg ea I cdieaadabvectetan pol 1,970. 0 | 77) 50.9 


The reduction in the United States volume and percentage during the 1935-3 
period was due to the empire preference established by the United Kingdom at 
that time. 

When the United Kingdom finally announced the issuance of licenses for this 
season, 60 percent of the dollars were made available to Canada und only 40 
percent to the United States—despite the fact that Canada’s supply of export 
specifications was only about one-half of normal due to the effect of hurricanes 
in Nova Scotia, whereas the United States crop was almost normal. 

On the basis of the value of imports as shown above, at least as much should 
have been allocated to the United States as to Canada. But, we were given only 
two-thirds as much as was allocated to Canada. 

Licenses were issued in early October for the importation of $2,520,000 of 
apples from Canada. One-sixth of these could be imported during December 
for the Christmas trade, and the balance after January 1. 

Licenses for the United States apples were withheld until November 2, when 
licenses for the importation of $280,000 of United States apples were issued. This 
did not allow adequate time to conclude sales and to pack and ship the fruit 
for December 1 arrival. 

On January 3, 1955, a procurement authorization was issued by the Foreign 
Operations Administration for $1,400,000 of apples under section 402 of Public 
Law 665, but licenses were not issued by the British until January 18 due to a 
controversy with FOA over the transportation requirement in the procurement 
authorization. The net result is that the Canadian exporters had an opportunity 
to make sales, book steamship space, and make orderly shipments of the last 
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five-sixths of their movement during December and early January while the 
United States producers hands were tied. The United States producers were 
discriminated against in the small volume of dollars allocated and also in the 
timing of the transaction. 

This experience is nothing new. We experienced a similar discrimination 
from the United Kingdom when they bought apples from Canada in the fall of 
1950 and refused to buy any from the United States until heavy pressure was 
applied by our Government in January 1951. They successfully delayed is- 
suance of the necessary permit until most of the available shipping space (re- 
frigerated) had been reserved by Canadian shippers and then issued permits for 
less than half of the volume imported from Canada. Next they tried to cir- 
cumvent that limited movement by unreasonable restrictions which they ulti- 
mately withdrew. 

That season (1950 crop) more than 1,500,000 packed boxes of Washington 
State apples were dumped in the sagebrush because there was no sales outlet 
for them, although there was a great demand for apples in the United Kingdom 
and France. 

Every effort was made by the industry to persuade the French to take apples 
under the ECA at the same time. The French Government apparently con- 
cluded that apples were not sufficiently important politically to the United 
States; listened to the protests of their domestic growers and refused to au- 
thorize importation. 

When foreign countries permit imports from other exporting countries and 
refuse equal treatment to us when there is an unsatisfied demand for our fruit 
in their markets, we assert that we have been discriminated against. We pro- 
test when the opportunity to compete under the terms of these trade agreements 
is denied to us and granted to other exporting countries. Experience through 
the years has established that the importation of high quality United States ap- 
ples and pears in season has not forced down foreign-market prices but the 
United States apples and pears have consistently sold for higher prices than most 
of their domestic supplies. 

During these postwar years, when United States applegrowers have not had 
access to foreign markets, we have been faced with increased imports into the 
United States of Canadian apples. During the last 7 seasons, approximately 
1,750,000 bushels have been imported annually from Canada (almost entirely 
from British Columbia), whereas, prior to 1939 only 27,000 bushels were im- 
ported annually. This substantial increase in imports into the United States 
occurred at the same time that we were losing our export outlets. 

The United States duty on apples is one-fourth cent per pound net weight or 11 
cents per box. The Canadian duty on our appies is three-eighths cent per pound 
gross weight, or 18%4 cents per box. The United States duty is so low as to 
not be a deterrent, especially when it is considered that the Canadians do not 
have to pay a transportation tax on their shipments over Canadian railroads. 

To add to the discomfiture of the Washington and Oregon grower, who in 
many instances is also a grower of soft fruits (apricots, peaches, prunes, and 
Bartlett pears), the Canadians enforce additional seasonal duties against these 
fruits when we are ready to ship. At times this effectively closes their markets 
to our Northwest growers. Is it any wonder that our growers question “recip- 
rocal trade”? Isn’t it reasonable that we should have the same access to their 
markets that they have to ours, or else the same protection? 

Our position may be summarized as follows: 

If we are to have reciprocal trade, it should be reciprocal. If the Trade 
Agreements Act is to be extended, the administration should be directed to pro- 
cure for United States producers the benefit of the concessions granted by for- 
eign governments in return for the multilateral concessions given by the United 
States. We feel that there is an unfortunate lack of cooperation and coordina- 
tion between different departments of our Government, namely, the State Depart- 
ment, Department of Agriculture and the Foreign Operations Administration, in 
representing United States fruitgrowers in our endeavor to obtain fair access. 
Unless United States producers of nonsupported apples and pears are to have 
the benefit of the concessions granted in these various reciprocal trade agree- 
ments, we See no point in extending the Trade Agreements Act. 

This is a considered departure from the position taken by our industry in 
1934 and maintained thereafter. We have come to it reluctantly because of 
our unfortunate experience. 

We ask you to bear in mind that fruit is not a mandatory price-support com- 
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modity. We have endeavored to make it on our own. Our market has been 
open to all comers; we have never yet attempted to invoke relief under section 
22 and hope to continue on this basis. We are willing to take our chances in 
the market place if we are given an equal opportunity to compete. 

If the benefits of trade agreements are to be real rather than apparent—if 
we are truly to have reciprocal trade—then we would not oppose the extension 
of the Trade Agreements Act, provided the provision of the existing law, such 
as the escape clause and section 22 of the Agricultural Adjustment Act, are 
continued in effect. However, if the executive branch is unable or unwilling to 
obtain correction of the discriminatory and unreciprocal actions of other coun- 
tries, we see no point in continuing United States efforts to engage in multi- 
lateral trade when other countries are circumventing the agreements by erecting 
obstacles and artificial barriers against us and obtaining supplies of fruit else- 
where under bilateral agreements. 

Agreements and decisions reached at the current Geneva Conference consider- 
ing GATT and the forthcoming negotiations with Japan should be considered, for 
they are closely related to the problem under consideration. We suggest that 
final action by the Congress should not be taken until the decisions arrived at 
in these negotiations are made known to the Congress. If the exemptions of 
GATT are increased to afford additional excuses to foreign countries for not 
living up to their agreements with the United States and indicate the foreign 
countries will continue to discriminate against us, we see no justification for 
extending the Trade Agreements Act. So let us see what develops before com- 
miting ourselves. 


Apples—United States production, exports as percent of production, year 
beginning July 1 


Fresh | Total exports in terms of 
exports | fresh (includes processed 


Production | 


Thousand | Thousand Thousand 
bushels | bushels Percent bushels 

Scie ea ‘ ; aa 139, 915 | 5, 163 3.7 8, 343 
BE ee - ’ ‘ 210, 447 | 4,369 | 1 2.195 
Sick tn -icsdkninae gamit eit noel 225, 029 | 3, 450 | 2,513 
Tid ot he oo dp dla lofce cael ‘ 135, 104 9, 415 
1914_. ies pone 233, 351 3, 266 
1915__. De en ek ee ad dicate 201, 720 ), 764 
1916__. ) a sealed 181, 215 | }, 731 
A ‘need Ait aiaded : oid 155, 365 2, 286 
1918 _ alae a oe 161, 484 , 487 
ee oe : ; 140, 632 | R76 
| daca le diieha : il 206, 688 , 628 
Ws cccceue poe Aen oe ae 95, 638 095 
189, 425 , 138 
180, 915 | , 921 
160, 457 2, 970 
152, 424 5,174 
229, 656 26, 731 
115, 708 3, 168 
177, 813 | 29, 488 
135, 102 | , 595 
156, 623 687 
205, 404 | 3, 486 
146, 809 | 338 
148, 640 , 119 
106, 005 | 2, 310 
nies ; ate d mR. Be . 140, 398 | 3, 319 
1936 __ nda - 98, 025 , 693 
1937... , 153, 169 | 649 
1938 ani 105, 718 , 021 
1939 a ie S ect be 139, 247 », 403 
Rae eaidtath 111, 436 , 446 
Co eo _ 122, 217 | 131 
1942. pea saeline 126, 707 092 
1943 sais 87,310 942 
1944 pound 121, 266 971 
1945 alae 66, 796 009 
1946 gaiheats sana ee 119, 410 | 135 
1947. ee a . 113, 041 502 
1948 - a 7 88, 407 669 
1949 Saeko . 133, 742 586 
1960. ... 124, 488 300 
1951 eee whaboue 110, 660 600 
1952 sai sasha ; 92, 489 
1953 
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Source: U. S. Department of Agriculture, Foreign Agricultural Service. 
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Apples, fresh—Ezxports from the United States, by country of destination, 
average 1925-88, annual 1949-538 


[1,000 bushels] 
: 3 3 
i | Year beginning July 1— 
. ae Ea Average Average eddiemtidanaeies 

Country of destination 1925-29 | 1984-38 


1950 | 1951 1952 1953 | 


EUROPE 


United Kingdom... 8, 403 
France 73 
Germany - - -- : | 1, 659 
Netherlands__-- 824 | 
Sweden_.- 501.) 
Belgium and Luxembourg - - - - | 271 
Finlan1___. 65 | 
Switzerland_. 0 | 
Norwav...-- 164 
Denmark---_- 364 
Other Europe. ---- ck beh ibd inde 


GGA dxiiiaeaes . 323 
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LATIN AMERICAN REPUBLICS | 
Argentina-._.- | 577 
Sa 181 
Cuba...- ‘ 106 
Dominican Republic. (4) 
i cine nct 
Venezuela___-.-- 

Colombia : 

Panama, Republic of-_.- | 28 | 
Panama Canal Zone. --- ( 
Other Latin American Republics _-. 22 | 


98 











Tetthiwceed= ea 4 1,012 | 


OTHER COUNTRIES 


Canada (includes Newfoundland and} 
Labra‘or) .-. | 

Neterlanis Antilles (Curacao) - - 

British Malaya----. 

Ceylon-. 

Israel Palestine 

China- : 

Hong Kong--- 

India_... 

Indonesia -- 

Philippines, Republic of. --- 

Egypt ‘ 

Others. -- 








"TRON. ox 


Grand total. ‘ a 3, 065 3,041 | 3, 552 
| 

















111 months only (July-May). 

2 Less than 500. 

3 Mostly Ireland. 

4 If any, included in “Others.” 

§ Included in Republic of Panama prior to January 1938. 
8 Includes 22,000 to French Morocco. 


Source: U. 8. Department of Agriculture, Foreign Agricultural Service. 
Compiled from official records of the Bureau of the Census. 
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United States apples—Fresh 


(Thousands of bushels] 


| 
Exports | Exports to Europe 


Exports to 
Latin | Other exports 
America | 


| Produc- x ‘ tak autem cine thiiiatinscinceiiatictt al tcteanlccctae 


| tion | | | 
|Percent |Percent| Percent 


duction }duction | exports 
| | 


ee ——-}; 


1010-14. ____-- 188,769 | 5,511 
1925-29... | 160,140 | 14,612 
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aie oe ois, 98,025 | 5,179 
1947... ._- 113,041 | 2,761 | 
RO tenia 88,407 | 1,420 | 
1949 | 133,742 | 3,065 
1950......_-_----.| 124,488 | 3,041 | 
1951 | 110,660 | 3, 525 | 
1952__- 92,489 | 1,292 | 
1953 | 92,877 | 1,494 
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Pears—Ecaports from the United States, by country 


| } 
|Percent Percent 


| of pro- | Total | of pro- | of total! Total | of total! Total | of total 


exports exports 


280 . | ; 17.8 
1,012 5. 9: : | 8.74 
455 5 ut 10. 
391 2. 4 ¢ 30. 
825 \ 27. 
899 | 32.6 . 54. 
506 6 58 41. 
663 | 21.6 j 34. 
808 26. | | 26. 
854 24. : 27. 
636 9. 3 47. 
589 é 52 


= 
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of destination, average 


1927-38, annual 1949-53, to week ending Feb. 28 


| Average, Average, 


Year beginning July 1— 





Country of destination 1927-29 1934-38 
1949 


1950 1951 | 1952 | 1953: 





EUROPE 


United Kingdom. .-.------- ‘ 
France___ 

Germany #____...... 

NOUeia nhs kt ct sf a sisc. f 
Sweden ai 

Belgium and Luxembourg 

Finland__-- 7 

Norway 

Switzerland 

Others... -- 





Total 








GEO alien nn ch~ ocak 
Venezuela___- 
OG pas dcccnteut 


43 
23 
86 


23 





I il ceetecalhge bhepepaeiicieincn 


237 








OTHER COUNTRIES 


Came ch lt ot. 8. wth i 
Other 28 | 





547 


149} 356| 304 
23 | y 10 


172| 365; 314 














1, 306 | 


1 Preliminary. 

? Included in ‘‘Others,”’ if any. 

? Classified as East and West Germany, Jan. 1, 1952. 
* Argentina, 


Source: U. 8S. Department of Agriculture, Foreign Agricultural Service. 
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Compiled from official records 
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Mr. Faux. I am appearing today for the apple and pear growers of 
Washington. For many years, they have been interested in foreign 
trade. In fac t, since 1910, we have been exporting certain products. 
We have certaii varieties of apples and pears grown primarily for 
export. There are also small sizes of apples not desired in the United 
States but are extremely popular abroad. Since the small apples 
and the big apples grow on the same tree, we have a problem in mar- 
keting them. 

Prior to World War II, about 44 percent of our winter pears were 
exported. Since the war we have exported less than 10 percent. Prior 
to World War II, 28 percent of our northwest apples were exported. 
Since then less than 5 percent have been exported. 

I have some tables attached to my statement which show the trends 
in export. Very roughly speaking, you might say that where Europe 
took on an average of § million boxes of apples a year from 1934 to 
1939, since the war their imports of our United States apples have 
been less than 1 million boxes a year. So this export market has been 
very important to us and it was a normal marketing activity. It was 
not a surplus disposal or a dumping program but a regular market- 
ing activity. 

With this experience, it was only natural that we would support and 
did support the reciprocal trade program when it was before the 

ongress previously. 

However, we have become disillusioned as to the application of the 
principle of reciprocity and impatient with the tolerance of the execu- 
tive and administrative branches of our Government in the past for 
the frequent unilateral and discriminatory actions on the part of 
countries who entered into treaties or agreements with our Govern- 
ment such as GATT and then immediately nullified them by unilatera] 
action. Concessions have been voided by failure or refusal of foreign 
countries to grant the necessary import licenses or the exchange neces- 
sary to fac ilitate the purchase of United States apples and pears. 

Now we recognize that immediately following the war there was 
a dollar shortage, that there was some reason for some of the restric- 
tions that were imposed, but we feel that those restrictions have been 
unnecessarily continued solely for the purpose of protecting their 
own domestric growers and for the purpose of protecting other coun- 
tries with whom they had bilateral agreements. 

In other words, despite the multilateral philosophy expressed in 
GATT and various reciprocal-trade agreements, these various Euro- 
pean countries have been doing business on a bilateral trading basis 
to the exclusion of the United States producers of apples and - pears. 
While I restrict it only to apples and pears, I know the position of 
the other perennial tree fruits is exactly the same. That will include 
the citrus industry, the grape industry, of Florida, California, and 
Arizona, and ourselves. We are all, I believe, in complete accord on 
this problem. 

If we are to have these export markets opened, if we are to be given 
access, the artificial barriers that have been so skillfully built against 
us must be removed. These barriers would include so-called bonus 
dollars, for which the European importer must pay a high premium, 
refusal to grant import licenses or the granting of licenses so late in 
the season that trading opportunities are gone, steamship space cannot 
be arranged, and refusal to grant necessary exchange. 
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If I may, I would like to give you one specific example of that prob- 
lem. About August 30 of this past year, 1954, the United Kingdom 
announced that import licenses would be issued for a limited quantity 
of North American apples. That would mean Canada and the United 
States, the Canadian dollar and the United States dollar being -on 
a par and, therefore, under GATT, we should have been entitled to 
receive equal treatment, which presumably would reflect the historical 
ratio of shipments from the United States and from Canada to the 
United Kingdom. During the period from 1931 to 1935, the dollar 
imports of apples into the United Kingdom were 44 percent from 
Canada, 55 percent from the United States. Then when the Empire 
preference came along in the next 5 years, the positions were reversed 
and the United States was dropped. But for that 9-year period, 1931 
to 1939, the imports were 49 percent from Canada, 51 percent from 
the United States. So it would seem that wé should have received 
roughly equal treatment. 

When the licenses were issued by the British, 60 percent were to 
Canada and 40 percent to the United States. Where we should have 
had as many as Canada, we only had two-thirds as many. That was 
bad, but that was only the beginning. The licenses were issued in early 
October for the importation of the Canadian apples, $2,500,000 worth, 
of which one-sixth could be brought in during the month of December, 
and the balance after January 1. I think there is a justification for 
the British in establishing a volume quota that way. 

But the licenses for the United States apples were not issued then. 
They were not issued until November, and then there was just not 
adequate time to conclude sales, to pack and ship the fruit, for that 
pre-Christmas trade for December 1 arrival. 

Then on through November, December, and the middle of January, 
the Canadians had made their sales, they were shipping, but the 
licenses for the remainder of the United States apples were not issued 
until January 18. So we had all this period when the Canadians got 
the first crack at the business, all of the preferred steamship space, 
and finally on January 18, licenses were issued to the United States 
and we were able to do business. But the space just was not available. 

If that was the first time, I suppose we would not feel so bad about 
it. But we had the same thing back in the 1950-51 season. That 
year, the British bought 1,100,000 boxes of apples. from Canada and 
they just thumbed their nose at the United States. The State Depart- 
ment and the ECA went to work vigilantly and the British were finally 
persuaded to allow some United States apples in. After they agreed 
on it, which was less than half of what they bought from Canada, 
they proceeded to impose some restrictions that had never been im- 
posed in private trade. A few more weeks went by and finally they 
did recede from the position. But, again, duatiohin space was not 
available. 

The sad part was that same year we dumped in the sagebrush a 
million and a-half boxes of apples that were packed. There was a 
demand for them in the United Kingdom, there was a demand for 
them in France, but we did not get any access. 

If I may, I would like to read just from the final page of my state- 
ment, on which our position is summarized. If we are to have re- 
ciprocal trade, it should be reciprocal. If the Trade Agreements 
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Act is to be extended, the administration should be directed to pro- 
cure for United States producers the benefit of the concessions granted 
by foreign governments in return for the multilateral concessions 
— by the United States. In other words, if we are not to have 

concessions that are bargained for, then what is the point of ex- 
tending reciprocal trade? 

| I do appreciate this weponeentiy of appearing before the committee. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the commitee. 

Are there any questions ? 

Mr. Reep. I be a question, Mr. Chairman. 

: The Cuamman. Mr. Reed of New York will inquire. 

: Mr. Resp. I come from the fruit section of western New York, and 
we have apples and many other fruits there. You made a very fine 
statement. Are there more restrictions imposed by foreign countries 
om our fruits and vegetables now than 20 years ago ? 

‘Mr. Faux. Moreso, Mr. Reed. 

Mr. Reep. After 20 years of reciprocal trade agreements, you are 
worse off now than ever before, in other words? 

Mr. Faux. We are worse off now than we were before, partially, I 
think, because of the dollar situation abroad. But there are many 
more restrictions than we had 20 years ago when we had compara- 
tively free access. 

Mr. Reep. You do not have any record of any barriers being re- 
moved, do you, abroad ? 

Mr. Fax. The-only barriers that were removed were that in some 
instances the duties were lowered. 

' Mr. Reep. But then they put on licenses? 

Mr. Faux. They put on licenses so a more effective barrier was 
created. 

Mr. Reep. Thank you. 

The Cuarrman. Mr. Holmes, of Washington, will inquire. 

Mr. Houmes. Mr. Falk, will you amplify your interpretation of 
some of these shipping restrictions that you made reference to in 
your statement ? Waneiy, does it look as if the British are resenting 
the fact that certain shipments of these apples have to go in American 
bottoms ? 

Mr. Fax. Yes, that is correct. In this difficulty that we had with 
the United Kingdom this year, they objected to the fact that the FOA 
had put a provision into the procurement authorization that 50 per- 
cent of the vessels had to be United States bottoms. One of the diffi- 
culties before was an objection, apparently, on their part, that a vol- 
ume of the fruit would move by Norwegian, French, and other foreign 
vessels. But we had the feeling that it was primarily objecting to 
the purchase as a whole, that having agreed to buy some United States 
apples because they bought Canadian apples, that they were putting 
every kind of an obstacle in our way. 

Mr. Hotmes. It was not necessarily the facts pertaining to shipping, 
but it was perhaps that they wanted to buy some other apples from 
some other source ? 

Mr. Faux. I think they had bought from Canada and they did 
not want to buy from us. But they had to, under the agreement. 
There was a limited compliance with the agreement, and then an 
attempt to avoid it. 
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Mr. Hotes. Thank you. 

The Cuarmman. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness is Mr. William M. Vaughey. 

Please give your name, address, and the capacity in which you 
appear, for the record. 

You are recognized and may proceed with your prepared state- 
ment without interruption. 

Mr. Exseruarter. Mr. Chairman, I wonder if the Chair and the 
committee would indulge me a moment while I make an observation? 

The Cuarrman. The gentleman from Pennsylvania is recognized. 

Mr. Exseruarrer. Mr. Chairman, I notice by the list of witnesses 
scheduled for today that this committee, the entire membership of 
the committee, is to hear 21 different witnesses. In the hearings: we 
have had up to now, there has been a great deal of repetitious testimony. 
We have heard many witnesses recite the history of their individual 
business, the history of the associations to which they belong. All 
of this takes a great deal of time, leaving to the committee so much 
less time for the consideration in executive session all of the problems 
involved, and compelling us, perhaps, to take less time for proper 
consideration. 

Of course this matter of time-consuming testimony has been faced 
by the courts of this country, and they very properly adopted the 
policy of ruling out what is called repetitious testimony. It seems to 
me it is proper for us to consider whether or not this time consuming 
is beneficial to the industries that are being represented in these hear- 
ings. I am afraid that somebody will some’day propose that these 
hearings be held by a staff selected by our committee, and then the 
testimony analyzed and presented in summary form to the committee. 
I do not think that would be very helpful to the industries involved. 

Also, it may have the effect on the committee of deciding that it 
might be advantageous so that our committee could devote more time 
to other important questions that must be passed upon every year 
by this committee, such as taxation, customs, social security, and other 
items. It may result in our committee deciding that it might be a 
good alternative to give more power to the executive branch, which 
was long ago found to be necessary with respect to rates of tariffs, 
because the committee and the Congress did not have the time to go 
into every individual tariff rate. 

I think that it might be wise for industry to try to consolidate their 
testimony, and to take less time of the committee in repetitious testi- 
mony. In the long run, I think it will be beneficial to everybody 
concerned. We have 21 witnesses here. I notice that today there are 
15 witnesses scheduled from the oil industry alone. Yesterday we 
had 6 or 7 from the chinaware industry. We had, on certain days, 
perhaps 7 or 8 from the electrical or machinery industry. 

There are thousands of industries in the United States, Mr. Chair- 
man, and I think it is time to consider the advisability of adopting some 
method that will be less time-consuming to this committee. 

That is the extent of my observation, Mr. Chairman. 

The Cuarrman. Allow the Chair to state that, of course, we want to 
be fair to everybody and hear everybody that wants to be heard. But 
there has been a great deal of repetition, and a great deal of cumula- 
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tive evidence presented here. We would appreciate it if our friends 
who appear before the committee would try to cooperate with us and 
try to consolidate their views as much as they reasonably can while 
pr os operly presenting their position. 

+ After all, we have a ‘great many witnesses to hear. When so much 
repetition is indulged in, it naturally makes it difficult for us to cover 
the calendar that we have to cover each day in order to allow everybody 
a fair opportunity to be heard. 

Mr. Reep. I want to make one observation. I notice that my good 
friend Mr. Eberharter did not raise this point when the proponents of 
the bill were on the stand. 

‘The Cuarrman. You may proceed. 

Mr. Esneruarrer. What I have said, if I may answer the gentleman 
from New York, Mr. Reed, whose opinion I respect very highly, the 
same thing applies to the proponents of this measure. I feel that they 
took too much time. When this measure, frankly, is in executive 
session, what we have to consider is whether or not the power being 
granted by this measure to reduce tariffs one-twentieth of what they 
are today, one-twentieth in the first year and perhaps two-twentieth’s 
in the second year and three-twentieth’s in the third year—that is the 
authority being asked by this legislation—whether or not one-twentieth 
of a reduction in the tariff will have enough effect on the industry to 
take-all this time of this committee, and I seriously doubt it. 

The Cuarrman. All right. Let us go on with the calendar. You 
may proceed. 


STATEMENT OF WILLIAM M. VAUGHEY, PRESIDENT, INDEPENDENT 
PETROLEUM ASSOCIATION OF AMERICA, JACKSON, MISS. 


Mr. Vaueuey. Mr. Chairman, we have endeavored to coordinate our 
testrmony. Although numerically we have a good many witnesses, it 
is by reason of the fact that they came from a good many parts of 
the country. In the interest of conserving your time, we have tried to 
consolidate our testimony so as to save as much time as possible. 
The Cuarrman. We appreciate your consideration. You may pro- 
ceed. 

Mr. Vaucuey. My name is William M. Vaughey. All of my busi- 
ness life during the past 30 years has been spent in the domestic oil- 
producing industry. Since 1933, I have operated as an independent 
producer. Since 1939, my residence has been Jackson, Miss. In Oc- 
tober 1953, I was elected president of the Independent Petroleum 
Association of America, a national trade association representing oil 
and gas producers in all of the producing areas of the United States. 
I appear before your committee in that capacity and also a small inde- 
pendent producer. 

The purpose of my testimony in connection with H. R. 1 is to respect- 
fully urge your consideration of the problem of excessive oil imports. 
I believe sinc erely that this problem involves matters of public con- 
cern and national security, incidentally, of greater importance than 
the individual welfare of myself, the members of the association I 
represent, or any other group in'the oil industry. If I did not believe 
that, I would not be here today. 

When I was elected president of the Independent Petroleum Asso- 
ciation of America some 15 months ago, one of the most serious prob- 
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lems then and continuing today was the increasing threat of oil im- 
ports. At that time, many oil ‘producers believed that some solution 
to this problem could and ‘should be found, short of legislation action 
by the Congress. 

I shared that belief f, and sincerely undertook the job of contacting 
officials of importing oil companies and the Federal Government to 
explore every possible and proper course of action. This was done in 
the hope that it would be possible to find some means of accomplish+ 
ing a voluntary and reasonable restraint on the volume of imported 
vil. There were others in the industry who devoted their best efforts 
to this end during 1953 and 1954. 

At times during the past 2 years, there was encouragement that im- 
ports might be restrained. Some reductions were made by a few com- 
panies, most of which, however, were spasmodic and not lasting, 
Other companies, however, increased their shipments of foreign oil. 
Today, we face a sizable increase in total imports beyond w hat. is 
needed to meet demand. This experience has shown conclusively that 
it is impractical to prevent excessive imports by voluntary means. 
The economic and competitive pressures to increase these imports 
proved to be too great. Even if this was not true, I seriously doubt 
that it is sound public policy to leave such matters to the discretion 
of the comparatively few large oil companies who control most of 
the foreign oil supplies. 

This was responsible for our conclusion that congressional action 
is the only method of obtaining an assured and lasting correction: 
The members of the Independent Petroleum Association of America, 
therefore, have directed me to request corrective action by the Con- 
gress. 

Since 1948 excessive imports of crude petroleum and refined prod- 
ucts have constituted an increasingly serious problem, which was only 
temporarily relieved by the needs of the Korean war in 1950 and the 
shortage of oil in foreign markets resulting from the Iranian dispute 
in 1951. Otherwise, there has been a growing surplus of foreign oil 
particularly from the Middle East. This has not not only pushed 
American oil out of the world market but has resulted in foreign oil} 
taking an increasing share of the market in this country, with corre- 
sponding restrictions on domestic production. With total imports 
exceding 1 million barrels daily in 1953 and 1954, and with more and 
more domestic capacity shut in for lack of market, it became increas; 
ingly clear that imports had gone beyond proper levels, and were vio- 
lating all rules of equity. Instead of a reasonable and _ necessary 
reduction in these excessive imports, the schedules of the importing 
companies currently now reflect an anticipated increase to more than 
1,200,000 barrels daily for the first 5 months of 1955. 

Imports at this rate will take about 15 percent of the total United 
States oil market as compared with an average of 10 percent in the 
postwar years 1946-51 and about 5 percent prior to World War II, 
A continuation of this trend can hav a progressive 
weakening of the ability of the domestic industry to meet the oil needs 
of our expanding economy and our defense requirements. This will 
not come overnight, but the practices of today are planting dangerous 
seed that in the future will meet us somewhere wil full impact. 


‘ 
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The threat to national welfare and security from excessive oil im- 
ports have been reocognized more and more, not only by the industry 
but also by the Government. The industry’s declared policy, endorsed 
by importing companies as well as domestic operators, states that im- 
ports should supplement domestic supplies in a fair and equitable rela- 
tionship to domestic production. 

This is not being done. The facts show clearly that imports have 
been supplanting, and not supplementing, domestic production to an 
increasing extent. 

This was recognized by Secretary of Interior McKay in 1953 when, 
before this committee, and later the National Petroleum Council, he 
called for reduction in imports corresponding to reduction in domes- 
tic production. This was a good and a reasonable statement. He 
gave it further emphasis when he advised that President Eisenhower 
concurred in the view that imports should be restrained. 

Subsequently, the President appointed a special Cabinet commit- 
tee to study all the factors involved in assuring adequate domestic 
supplies of oil, gas, and coal to meet the Nation’s needs in peace or 
war. I understand that the matter of oil imports was one of the im- 
portant problems before that Cabinet committee although the find- 
ings have not yet been made public. As recently as Tuesday of this 
week, the National Petroleum Council, the official industry group ap- 
pointed to advise the Secretary of the Interior, undertook a study 
of this same problem at the request of the Interior Department. 
These developments emphasize that oil imports are a problem of 
serious national concern, affecting the supply of a basic natural re- 
source essential to the security of the United States and the free world. 
Our concern is not imaginary. 

We believe that any extension of the Trade Agreements Act should 
give specific consideration to assuring adequate domestic supplies of 
important strategic materials, such as oil. We have sought advice in 
developing a sound program to accomplish this objective. During 
the past 2 days, for example, a meeting of officials and representa- 
tives of oil-producing associations from the producing 27 States has 
béen held here in Washington. This, gentlemen, explains our large 
number of witnesses today. 

This group unanimously agreed to request the Congress to amend 
HH. R. 1 so as to broaden and implement section 2 of the Trade Agree- 
ments Extension Act of 1954, which reads as follows: 

Sec. 2. No action shall be taken pursuant to such section 350 to decrease 


the duty on any article if the President finds that such reduction would threaten 
domestic production needed for projected national defense requirements. 


To further this principle, we urge that section 2 be expanded to 
first, direct the President to restrict imports of any commodity when- 
ever they threaten necessary domestic supplies of a natural resource 
or, other material essential to national security; limit oil imports to 
10 percent of United States oil demands to assure an expanding 
domestic industry capable of providing future supplies. 

Incidentally, in the process of my attempting to prepare this testi- 
mony, several bills have already been introduced and submitted to this 
committee. They are identical in text. I only make reference to 
them. One is H. R. 3019, introduced by Congressman Van Zandt, 
of Pennsylvania; H. R. 2979, introduced by Mr. Jennings, of Vir- 
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ginia; H. R. 2982, introduced by Representative Kee, of West Vir- 
ginia; and H. R. 2963, introduced by Mr. Bailey, of West Virginia. In 
these bills, which I have had an opportunity to read only once, they 
have incorporated the provisions that we are urging and requesting 
in this testimony today. So, in a general sense, I wish to make the 
declaration that we can support and will support the provisions of 
these bills as introduced. 

It is our conviction that such action is sound and necessary in the 
national interest. Excessive imports now endanger the maintenance 
of sufficient oil supplies to meet defense requirements. About 25 per- 
cent of domestic oil-producing capacity is now shut in for lack of 
market. Large and increasing surpluses of foreign oil are seeking 
and will continue to seek additional markets in the United States. 

The new-found foreign reserves, primarily in the Eastern Hemi- 
sphere, are so large as to stagger the imagination. For that reason, our 
problems of today can only become magnified in the future, further 
aggravating what today is our unsound domestie oil position. The 
economic pressures are leading inevitably to retarding the develop- 
ment of domestic resources and increasing dependency on distant for- 
eign sources, particularly the Middle East. 

Other witnesses in the interest of saving time will provide your com- 
mittee with factual evidence of these conditions and further justifica- 
tion for the action we are recommending. 

In appearing before your committee, I am conscious of both the 
importance and the complexities of our foreign trade program. Being 
in the business of searching for and producing oil and gas, I claim no 
authoritative opinions on foreign economic policies. I am truly a 
smal] businessman in the literal sense of the word. It is a matter of 
record, however, that domestic oil producers in general, and the In- 
dependent Petroleum Association of America in particular, havé 
always recognized that oil imports have a proper place in our national 
economy and international relations. . 

We have never suggested, nor are we now, shutting out. imports. 
Nor do we believe in disrupting foreign trade ‘or foreign relations. 
Instead, we believe, along with most of those in industry and many 
in the Government who have studied this problem, that there should 
be a fair relationship between imported oil and domestic production in 
supplying the United States market. We believe that the domestic 
industry should expand in keeping with national oil requirements. 

We have a real pride in the part that we have played in accom- 
oe this in the past. We believe there is a firm basis for con- 
idence that our Nation can remain strong and secure as to its essential 
supplies of petroleum. It is on that basis that we seek a sound and 
lasting solution to the oil import problem. 

I would like to give emphasis only to two points, if I may. One is 
that we are here as a last resort, having first attempted to explore every 
proper action of solving this within industry. Secondly, an inherent 
right that is respected by all is that of the right of survival. We are 
arguing in favor of the continuation of that prineiple, because it is a 
sacred inheritance. Thirdly, it has always appealed to the imagination 
of the American people, like I feel certain it will to the Congress and 
to this committee, that in the interest of fair play, we.are asking for 
no more than this: Our domestic industry has survived and prospered 
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and remained strong and virile by reason of the fact that we organized 
some semblance of order, and in the respective States that produce oil, 
through our regulatory bodies. We have regulated the production and 
quantity of oil and gas that is being produced, in the interest primarily 
of conservation and also in the protection of the correlative rights of 
individuals. 

It is not unreasonable that we should now contend that we should 
not be subjected to competing with oil from foreign sources, coming 
from sources over which we have no feasible or practical plan of 
controlling their methods of production. They are not subscribing to 
the same methods of production or conservation practices as we do. If 
something is not done about it, it remains evident to me that inevitably 
they will drown us in that foreign oil and will destroy an industry that 
has inured to the benefit of the people of our country, and more im- 
portant to that, to the defense of our Nation. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions ¢ 

Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Exsernarrer. Is it your contention that we can produce enough 
oil in the United States for our own needs at present ? 

Mr. Vaucuey. Beyond any question of doaks, yes, sir. 


Mr. Eseruarrer. We have been producing ? 

Mr. Vaucuery. We have been producing. The fact that we are im- 
porting oil has not been a necessary dependency. We recognize, 
if I may add this to my answer in attempting to clarify it, that in 
the interest of our international relations it perhaps is fortunate and 
practical that American capital developed some of these foreign 


sources. So we do not begrudge anyone the right to have done so. 
However, we do contend and continue to debate that in bringing that 
oil into this country it should be related to our domestic demand. So 
as our domestic demand at times has required domestic production to 
cut. back, imports should be reduced. 

Mr. Exseruarrer, Do you contend it is necessary for the oil industry 
to have a special or depletion allowance of 27.5 percent in spite of the 
fact, as you say, that you produce plenty for consumption in the United 
States? 

Mr. Vaucuey. Sir, the reason that we today have plenty is by reason 
of existence of that 27.5 percent depletion provision. I do not think 
without it we would have had the economic incentives or the ability 
to proceed to accomplish what has been accomplished. 

Mr. Enernarrer. So you want both the tariff to protect the industry 
and you also want a 27.5 percent depletion allowance ? 

Mr. VauGuey. I not only want it for myself, but I think in the inter- 
est of an expanding and continuing strong industry which insures, 
again, to the benefit of the people 2nd our national defense, that it is 
practical, right, and necessary that we have both, yes, sir. 

Mr. Esernarter. Thank you very much. 

The Cuarrman. Mr. Reed, of New York, will inquire. 

. Mr. Reep. I appreciate your fine statement. I have some oil in 
my district. They are all practically stripper wells in Allegheny 
County. a have arrived to the point of secondary operations 
in oil to get oil fram some of those wells, down to a barrel a day from 
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some of them. It is very superior oil and if it was not for the 27.5 
percent depletion they would be practically out of business. That 
is true of Pennsylvania, Ohio, and Indiana, as I understand it, and 
many other parts of the country. That 27.5 percent depletion is abso- 
lutely essential, unless we are going to let the wells fill wp with water 
and do nothing with them, and then lose, all told, perhaps billions 
of dollars of valuable oil. Another thing, if you are going to havé 
exploration for more oil fields, you have to have encouragement. Has 
not the cost increased many times as far as drilling the wells, and 
the cost of the machinery and labor and all? Have not the costs 
greatly increased ? 

Mr. Vaucuery. They have increased to the point that only those in 
the oil business would be willing to accept the figures if I presented 
them. As a small producer, drilling them today, our costs compared 
to 5 years ago are 35 to 40 percent more than they were then. Beyond 
any question of doubt, we, from a cost finding standpoint, cannot com- 
pete with oil produced abroad, by reason of the methods by which it 
is produced and the volumes in which it is produced. . 

Mr. Reep. Many communities today are largely dependent on the 
production of oil, is that right ? ; 

Mr. Vaucuey. There are 27 or 28 States out of our 48 that are 
today producing either oil, or gas, or both. They have played a vital 
part in the economy of those respective States. Of course, by so 
doing, they have made a contribution to our national economy as 
well. 

The Cuatrman. Mr. Ikard, of Texas, will inquire. 

Mr. Ixarp. You speak of shut-in capacity. What do you mean by 
that ? 

Mr. Vaucuey. Perhaps, Mr. Ikard, I could explain it this way: 
We have approximately 2 million barrels per day available productive 
capacity that is shut in by reason of lack of market. 

Mr. Ixarp. Some of that is not voluntary shut-in, is it, but it is 
because some regulatory body requires that so many production days 
a month or so many barrels per well may be pumped, is that not right? 

Mr. Vaucuey. Market demand has necessitated the shutting in of at 
least 50 percent of it. 

Mr. Ixarp. So you, in your production of oil, are actually told how 
much you can produce / 

Mr. Vaucuey. That is correct. 

Mr. Ixarp. Is that similar to the situation where a man was pro- 
ducing an item in a factory, and maybe his most efficient production 
was at a thousand units a day, cost-wise, and he was told by some 
regulatory body that he could only produce, say, 100 units per day, 
which might be relatively high prices per unit. Is that what, in effect, 
has happened to the petroleum industry ? 

Mr. Vaucuey. That is a good parallel. With continued increas 
ing costs which Mr. Reed mentioned, we are being required, and it 
is in the interest of everyone that we do so, to go deeper for this 
oil, for one thing. All of us know what has happened to the price of 
all commodities. Everything costs more today, starting with labor 
and going through to the materials. So today our cost finding is 
higher, and we are restricted more and more as to the amount that 
we can produce. So we are moving both ends against the middle, so 
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to. speak. It is as though a merchant was required at his own expense 
to carry a higher inventory on his shelves than his sales would jus- 


tify. 

Mr. Ikarp. But if the domestic industry were free to produce in any 
= that they saw fit, then we could talk about American ingenuity 
and productivity being able to compete in the world market rightly. 
But, as long as that ingenuity and productivity is regulated by some of 
our. conservafion bodies, then the full ingenuity and productivity of 
our American way cannot come into play, can it ? 

Mr. Vaucuey. Naturally, this is a limitation; yes, sir. 

Mr. Ikarp. I know you agree and I do, too, to the fact that for 
the sake of conversation we need to have these regulatory bodies. 

Mr. Vaucuey. That is right. I subscribe to and enthusiastically 
endorse the things that have been done on the State level in the way of 
subscribing to good conservation and engineering practices. It not 
only has given us a better regulation of the volume of production, but 
ultimately it means that we are going to recover more from these 
natural reservoirs that nature has given us, and we are not depleting 
ourselves in an improvident manner. 

Mr. Ixarp. That is all. 

Mr. Mason. Mr. Chairman? 

. The Cuarrman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Mr. Vaughey, you have given us a very forceful and 
effective statement, one that was boiled down and not rambling all 
over the landscape. I want to compliment you for it. 

Mr. Vaucuey. Thank you. 

Mr. Mason. I was not interested in oil 20 years ago, because Illinois 
did not produce any. But now Illinois is producing and I am becom- 
ing very much interested in the oil picture. I will say this: Your 
testimony is a general summary of the picture. Now you are to be 
followed by others who will give definite specific statistics to back up 
your summary, is that it? 

Mr. Vaucuey. That was the desire, yes, sir, to try and save the time 
of this committee. 

Mr. Mason. That is all, Mr. Chairman. 

The CuarrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

{r. Reed is recognized. 

Mr. Reep. I would like to introduce into the record at this point 
some tables showing our imports. The source of this is production, 
United States Bureau of Mines, exports and imports, compiled from 
official statistics of the United States Department of Commerce. 

The CuatrmMan. Without objection it is so ordered. 
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(The information referred to follows:) 
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Residual fuel oil: United States production, exports of domestic merchandése, 
and imports for consumption, 1950-53 and January—October ah 


| Domestic supply 


Produc-| Trans- 
tion fers ! 


Thou- 

sand 
barrels 
425, 217 | 


Thou- 
sand 
barrels 
5, 325 
6, 006 
6, 343 
5, 617 


4, 959 


Thou- 
sand 


barrels 
Wiis ka 
1951 


1954 (January- 
October) ?....| 346,358 





430, 542 
475, 383 
460, 240 
455, 596 


351, 317 


Thou- 
sand 
dollars 
710, 394 | 
884, 212 | 
740, 986 
715, 286 


579, 673 





Exports 


dollars 
18, 111 
47, S41 

45, 824 
39, 225 | 


33, 402 


1 Transfers of crude petroleum which are used as residual fuel oil. 


2 Preliminary. 


| 


Imports 


(percent) 
based on 
quantity 
Foreign | of imports 
value ito domestic 
supply 


| Ratio 
ee ee ee 
| 
| 


barrels 
123, 037 
121, 969 
132, 192 
139, 589 


106, 507 


220, 461 
| 233, 821 


| 191, 639 
! 


Note.—Imports of residual fuel oil are almost entirely from Netherlands Antilles and Venezeula. 
Source: Production, U. 8. Bureau of Mines; exports and imports, compiled from official statistics of 


the U. 8. Department of Commerce. 


Crude petroleum (exreept topped crude): 


United States production, exports of 


domestic merchandise, and imports for consumption, 1950-53 and January- 


October 1954 


Production | Exports | Imports 


Quan- 


barrels dollars 
1, 973, 574 \4, 963, 380 
(a 2 ee Se 2, 247,711 |5, 690, 410 
2, 289, 836 |5, 785, 230 
2, 359, 998 |6, 334, 110 


1954 (Jan.—Oct.) !__..|1, 927, 743 |95,301,300 


1 Preliminary. 
3 Estimated. 


Quan- | Value 


tity 


1,000 
barrels 
34, 824 
28, 603 
26, 728 
19, 932 
11, 718 


1,000 
dollars 
102, 717 
81, 767 
78, 401 
59, 970 
38, 742 


Quan- 
tity 


barrels 

173, 950 
177, 356 
207, 492 
233, 212 
194, 859 


Foreign 
value 


dollars 

369, 208 
374, 869 
438, 972 
501, 943 
438, 906 


Ratio (percent), based 
on quantity, of— 


Exports to | | Imports to 
ae production 


Source: Production, U. S. Bureau of Mines; exports and imports, compiled from official statistics of the 


U.8. Department of Commerce. 
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The Cuatrman. The next witness is Mr. J. P. Coleman. 
Will you please give your name, address, and the capacity in which 
you appear / 


STATEMENT OF J. P. COLEMAN, PRESIDENT, NATIONAL STRIPPER 
WELL ASSOCIATION 


Mr. Coteman. Thank you. My name is J. P. Coleman. I reside 
in Wichita Falls in North Texas. For more than 30 years I have been 
a small crude-oil producer. I am president of the National Stripper 
Well Association. I am on the National Petroleum Council and the 
executive committee of the Independent Petroleum Association of 
‘America. 

During the war, I served on the Petroleum Industry War Council, 
the OPA Advisory Committee, and have served on various commit- 
tees having to do with the economies of petroleum. I am here repre- 
senting the National Stripper Well Association and the North Texas 
Oil and Gas Association, of which I am a past president. 

For several years, the domestic oil producers of the United States 
have watched with growing alarm the steady increase in foreign im- 
ports of petroleum and its products. Since the end of World War IT, 
we have seen imports of petroleum increase from about 300,000 bar- 
rels per day to over 1 million barrels in 1954. 

At this point, I will introduce a chart which shows vividly this 
increase. ‘The chart is based on yearly figures and, therefore, does 
not show the current volume which exceeds 1,200,000 barrels per day. 

If I might comment a little bit, you will notice that the red is the 
oil from the Eastern Hemisphere, which is becoming increasingly 
larger and larger. You will also notice the effect, back in 1932, of 
the import excise which reduced imports which at that time were 
rather large compared to the aiienil We were carried along until 
1939 when the war came along. We had a low volume during the 
war on account of the tanker shortage and sinkings and from that 
point on there has been a steady and continuing increase. 

Since 1948, we have seen the United States change from an oil ex- 
porting Nation to an importing Nation. This change is illustrated m 
the first table attached to this statement. This has happened not be- 
cause of the lack of domestic oil but on account of the great increase 
in foreign oil producing capacity. This foreign increase is much 
greater than the increase in foreign demand and every foreign pro- 
ducer wants to dump his oil on the market in the United States and 
change it into American dollars. The end at this moment is not yet 
in sight. 

(The chart follows :) 
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TaBLe 1.—United States imports and exports of crude oil and refined products, 
yearly averages, 1918-55 


(Thousands of barrels daily] 


Crude oil Refined products == a 


Net 
“ae Imports|Exports 


ance ! 


‘ Parentheses indicate net import balance. 
Source: U. S. Bureau of Mines and the Petroleum Almanac. Year 1955 estimated by IPAA. 
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American producers have had to shut in their wells to make way for 
this foreign flood. A year ago, we had an idle oil-producing capacity 
of more than 1,500,000 barrels per day shut in for lack of market. 
In 1955, this idle capacity will be in excess of 2 million barrels per 
day. Itisin excess of that now. 

Traditionally, 75 percent of the drilling in the United States has 
been done by the thousands of small- and medium-sized producers. 
The largest companies, which include the importing companies, ac- 
count for about 25 percent of the wells drilled in the United States 
each year. The vital drilling activities by thousands of small pro- 
ducers cannot be continued if imports continue to take away their 
market. 

The great increase in foreign productive capacity has resulted ‘in 
the domestic producers losing their foreign markets and now they 
have lost about 15 percent of their domestic market. The second table 
attached to this statement shows the increasing share of the domestic 
market taken by imports. This share averaged 5.5 percent in the 
prewar years 1935-41. The average was 4.8 percent during the 4 
years of World War II. For the 6 years following the war, 1946-51, 
imports took about 10 percent of the domestic market. Imports have 
become an increasingly serious problem since 1951 and are schednpled 
to take about 15 percent of the United States market in 1955. 

The reason we know they will reach that figure in 1955 is because 
the Texas Railroad Commission requests the importing companies to 
furnish them in advance the schedules of imports for the coming 
months. For the first 5 months of 1955, they have already stated that 
they will bring in an amount in excess of 1,200,000 barrels a day. 
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We are not here to oppose foreign trade, nor do we even suggest 
shutting off all imports of petroleum. We do want you to know the 
nature of this traffic and to know what the effect of it is in this 
country. 

In the first place, this petroleum traffic is not like foreign trade as 
we normally envision it. Most of the petroleum imports come either 
from the Middle East or South America, as shown in the third table 
attached hereto. 


TaBLe 3.—United States imports of crude oil and refined products, by country 
of origin, 1946 to first 9 months of 1954 


[All figures in thousands of barrels daily] 


January- 
1946 | 1947 943 1949 1950 951 1952 | 1953 | October 


1954 


CRUDE OIL 


Fast of California: 


Cae gies 
Venegas. .....------.-, 


oe Snmaiba hast 
MOCO ci eccce ; 
Saudi Arabia- -- - 
Other Middle East- -- 
Indonesia-.------- 
Other_- 


California: 
Venezuela 


Saudi Arabia. 
Other Middle East_ 
Indonesia 


Canada 


Colombia 
Is keicnntindaconas 7 


Saudi Arabia__.__.__- be 
Arabian Peninsular States. doi ane cemelickl waleateanl 
a csdiduabel Sid ong canes bial eacasal 


352 | 431 486 | 561 | 


RESIDUAL FUEL OIL | | 


| | | | 
Netherlands West Indies_____-- oe 3: 39 | 191 I 253 | 264 | 227 | 
Venezuela Dhvcg cus 10 67 82 115 112 
Other 9 | 5 6 s 31 | 28 
. J | 8 | 206 326 326 35 373 | 343 
Other refined products__-_.-- 9; 21) i : 29 38 25 | 43 


Total refined products. --- F JE 360 355 387, 


——= =|= 


Total crude and products_..........| ‘ 1, — “512 5 & 841 948 |1, 032 | 





Source: U. 8. Department of Commerce. 
Prepared by the Independent Petroleum Association of America, January 1955, 


57600—55—pt. 1-82 





1278 TRADE AGREEMENTS EXTENSION 


These foreign wells are not the property of foreign nationals. What 
has happened is that American oil companies took American techni- 
cians and machinery in American ships to the foreign deserts and 
forests and drilled these wells. They now bring this oil back to the 
United States where it is marketed as products. These few companies 
merely extended their operations to these foreign lands. Now the 
thousands of American producers have to step aside and shut in their 
wells so that these international companies can bring 1,200,000 barrels 
a day into the United States. 

Most of our import trade in other commodities benefits directly 
thousands of small business units, owned and operated by the citizens 
of other nations. Foreign trade in oil is not that kind of foreign 
trade. 

It is primarily trade for the benefit of five large American com- 
panies. This trade is not controlled or regulated. In contrast do- 
mestic producers face many conservation regulations, including State 
production quotas. 

There are over 500,000 wells in this country producing an average 
of about 13 barrels a day. There were 332,000 stripper wells on Jan- 
uary 1, 1955, which produced an average of only 3 barrels per day. 
In other words, two-thirds of our wells belong to this latter class. 
The average well in South America produces 150 barrels per day 
while in the Middle East the average production per well is 4,800 
barrels per day. The average wage scale for our oilfield workers 
is $2.28 an hour, among the highest in any industry in this country. 
In foreign countries the wage scale is quite low for the native labor. 

It is obvious that our production is high-cost oil when compared 
to this foreign oil. It must be obvious that if unrestricted, this im- 
ported oil can dry us up in this country. 

You have been told that we are running out of oil in this country. 
Nothing could be further from the truth. As I pointed out previously, 
we have a shut-in productive capacity of over 2 million barrels per 
day. At the present drilling rate, we will continue to add to this re- 
serve each year. For every foot of hole drilled, we find on the average 
of about 25 barrels of oil. It has been proved in numerous studies 
that the amount of oil found in this country is a function of the price 

aid for crude oil and the volume sold. All we need to supply the 
Jnited States is market and price. Reasonable prices will prevail 
if the market is adequate. As our demand increases all we need is 
to be allowed to sell an amount of oil necessary to pay for the needed 
increase in drilling. 

The domestic producers traditionally have plowed back at least 60 
percent of their income each year into new attempts to find and re- 
place the oil produced. In this way, they have always been able to 
provide all the oil this country needed. 

Each year there has been a net addition to our domestic reserves 
over withdrawals. We have today the largest reserve we have ever 
had, some 33 billion barrels of proved and drilled reserves. Aside 
from the war years when materials and manpower were short, we 
have never lacked for all the oil in this country that we have needed 
and always at a very low price to the consumer. Except for the war 
years in World War I, we have never had a machine idle for lack of 
fuel or because that fuel was too expensive. Fuel supplies have al- 
ways been greater than their demand. 
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You have also been told that we should use foreign oil and save our 
own for emergencies. This is a falacious and dangerous argument. 
That is like tying your right arm to your side and saving it for 
battle. When the emergency arises you would find it withered away. 
Only a healthy, progressing, and constantly expanding oil-producing 
industry can be relied upon to furnish us with adequate oil in time 
of emergency. 

In 1954, the domestic producers marketed less oil than in 1953 in 
spite of the fact that they drilled about 30,000 more new producing 
wells during the year. Taking into account the imports now sched- 
uled for 1955, the market for domestic crude oil this year will be no 
larger than 2 years ago, despite the new wells which will be drilled. 
This squeeze is going to have a disastrous effect on future supplies, 
and if continued will lead to dangerous dependence upon foreign 
supplies. It is unnecessary for me to point out the hazards of such 
a trend to this country in the event of war. We know that the sub- 
marines in World War II practically shut off all imports from even 
South America. We know that in the event of a major war the 
Middle East supplies would be shut off at once. 

This area is under the shadow of Russia and no doubt most of the 
wells could be bombed out of production in a short time. It is im- 
perative that the United States be kept strong and oil is one of the 
most important materials contributing to our strength. Only with 
a healthy expanding oil-producing industry within our own borders 
can this be achieved. 

This is a great Nation because we have machines and fuel to power 
them. More important, we have that freedom that enables men to go 
out and prospect for oil. They are free to go broke or to prosper if 
they are lucky. This freedom tee enabled us to provide this country 
with all the oil we need and to find it within our own borders. So 
long as thousands of oilmen in the United States continue to find 
it desirable to drill wells here, then we need have no fear for our 
future fuel supplies. However, it is this day-to-day production of our 
people that is our strength. So long as we do not run out of oilmen 
we won’t run out of oil. 

The impact of imports on our loca] State governments is consider- 
able In my own State of Texas, oil production pays 60 percent of all 
State business and property taxes. It pays 45 percent of our State 
school expenses. In addition, it pays a large proportion of local, 
county, and school taxes, in some counties this amounts to as much as 
80 percent. Our loss of markets for Texas oil the last 2 years has 
cost our State taxing bodies $20 million a year in State taxes alone. 
It has cost our local taxing authorities several million more. 

Foreign oil contributes insignificant taxes for our country, hires 
temratey few of our people, and contributes nothing to the high 
standard of living here. On the other hand, it has even been pro- 
posed by the administration that the income-tax rate for such foreign 
companies be reduced from 52 percent to 38 percent. 

Please remember that the enormous reserves of the Middle East 
are estimated at almost 100 billion barrels as against our 33 billion 
in the United States. 

e few major importing companies are now producing 214 million 
barrels per day in this area from less than 600 wells. With a little more 
drilling and no restriction, they could supply the whole United States 
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inarket, not to mention the rest of the free world. It is the threat of 
this tremendous potential surplus that makes the oil import problem 
so crucial. 

Fortunately, the solution to this problem is comparatively simple. 
If imports were cut back to 10 percent of our domestic market we 
could live with them. I am sure the importers could live with that, too. 

We have reserves in this country partly because we produce at re- 
stricted rates which ultimately gives us the greatest recovery. If these 
foreign producers were to cut back their wells only a fraction of our 
cutbacks, the entire situation could be stabilized, the United States 
producers would continue to find more oil in our own borders and ulti- 
mately these importers themselves would be better off. This over- 
powering urge to produce as fast as possible, to capture the last barrel 
of United States market, to turn this oil into American dollars as fast 
as possible, can ultimately destroy a great necessary national asset. 

This problem is like a triangle, it has three sides. On the one side 
these few large importers w ith their overly ambitious, I would say, 
managements; on the second side are the thousands of domestic pro- 
ducers, and I don’t say they don’t have ambitious management, who 
desire to live and to expand in this country. The third side is the best 
interest of this great country of ours. 

I hope you in Congress will decide for the best interest of our entire 
country. We domestic producers believe what is good for the United 
States is good for us, and if it isn’t we will try to live with it anyway. 

The Cuatrman. Does that complete your statement, Mr. Coleman / 

Mr. CoteMan. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions ? 

Mr. Ikard, of Texas, will inquire. 

Mr. Ixarp. I would just like to thank Mr. Coleman, Mr. Chairman, 
for this fine and clear statement which I think is a very excellent one. 

Mr. Coteman. I would like to thank you for the privilege of appear- 
ing here. 

The Cuarrman. Mr. Reed, of New York, will inquire. 

Mr. Reep. I am very pleased, Mr. Coleman, to have a person here 
speaking a word for the str ipper oil wells. A few days ago representa- 
tives of the big oil companies were here testifying in favor of H. R. 1 
and continuing the imports of crude petroleum. Do you think they 
would take that position if they were faced with the serious problem 
which faces the small producers you represent ? 

Mr. Coteman. I think I could answer that, Mr. Reed, by giving you 
some figures. The 5 importing companies, as far back as 6 or 7 years 
ago, had probably 35 or 40 percent of their reserves in the U nited 
States. Today those 5 importing companies have 89 percent of their 
reserves in foreign countries. There is an old song idiont your heart 
belongs to daddy. You can figure out where their heart ‘belongs if 
89 percent of their reserves are in foreign countries. That is the thing 
that is bothering us. We used to take ‘heart because, 10 years ago, 50 
or 60 percent of the oil refined by the largest companies was oil that 
they owned in the United States. But that no longer is true. Where 
the interest lies in where the dollar lies. We cannot avoid that. So, 
indirectly, I believe that answers your question. 

Mr. Reep. It does. Thank you. 
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The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness is Mr. Russell B. Brown. 

Come forward, please, Mr. Brown. You have been with us many 
times in the past. You are familiar with our custom. For the recor d, 
please give your name, address, and the capacity in which you appear. 


STATEMENT OF RUSSELL B. BROWN, GENERAL COUNSEL, INDEPEND- 
ENT PETROLEUM ASSOCIATION OF AMERICA 


Mr. Brown. Thank you, Mr. Chairman. I do appreciate that I have 
been with you several times and have always had very high regard for 
this committee. 

Mr. Esernarter. Mr. Chairman, before the witness starts, may I 
propound a unanimous consent request / 

The CuatrmMan. Without objection. 

Mr. Esernarrer. I ask unanimous consent to place in the record at 
this point an article which appeared in the Oil Forum of March 1954. 

The CuarrmMan. Without objection it is so ordered to be included in 
the record. 

(The materia] is as follows:) 


[Reprinted from the Oil Forum, March 1954] 
THE FALSE PROPHET 


As the leading exponent of close restrictions on oil imports for the past quarter 
century, allegedly detrimental to domestic operations, the Independent Petroleum 
Association of America has testified in strength before an average of somewhat 
more than two congressional committees a year to repeat its prophecy of doom 
like a scratched phonograph record. Only once, 22 years ago, did it in part 
get what it asked for—only to declare it ineffective. Since that time import 
tariffs on petroleum have been gradually lowered, yet the domestic oil produc- 
ing industry has waxed even more prosperously—and the official record, fatten- 
ing innumerable Government publications, proves the Independent Petroleum 
Association of America to be self-convicted of wholesale inaccuracy in its pre- 
dictions. This history of false prophecy inevitably will influence the response 
of United States Senators and Representatives to the IPAA’s 1954 propaganda 
eampaign. The Oil Forum has no wish to pillory the IPAA, but will unhesi- 
tatingly expose any part of the industry whose actions we believe damage the 
whole. 

WasHInGTon.—The Independent Petroleum Association of America was organ- 
ized in 1929, chiefly to seek congressional action to slow down imports of crude 
oil and petroleum products. During the 24 years of its life, the organization 
has become the most prominent oil industry voice in favor of limiting petroleum 
imports. An exhaustive check of the record discloses that over the period, 
IPAA spokesmen have appeared before the several committees of Congress in 
at least 48 separate appeals for relief. 

At times spokesmen for the association asked an import tax of 21 cents per 
barrel, 42 cents, 84 cents, $1, and, most recently, of $1.05. 

At times spokesmen asked a quota ceiling on imports of crude oil and prod- 
ucts. 

At times spokesmen asked curbs on the powers of the State Department to 
reduce tariffs. 

At times spokesmen asked that the foreign-aid program, the Economic Cooper- 
ation Administration, be curbed on financing petroleum expansion abroad. 

At times spokesmen asked that the ECA be barred from financing foreign crude 
oil and products for use in European countries as harmful to United States 
producers. 

In each appeal, spokesmen for the IPAA predicted dire events to follow unless 
the sought relief was given. The words “ruin” and “annihilation” and “destruc- 
tion” of the American petroleum industry were mentioned in these forecasts. 
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The warnings of oil shortages, of monopoly, of high prices, of dependence on 
foreign oil, of shutdowns of 250,000 or more United States oil wells appear 
throughout the statements. Even today, the IPAA is seeking the same ends; 
giving the same old shop-worn warnings. 

After all this, what have been the results? , 

In a nutshell, the IPAA did not get what it sought from the Congress. The 
single concrete relief that followed an IPAA appeal was a tax on crude oil and 
product imports of 21 cents per barrel in 1932. This they held to be ineffective 
at the time, although a step in the right direction. Since then this tariff has 
been lowered step by step, until it now stands at 10.5 cents per barrel for some 
gravities of crude oil and products, and 5.25 cents per barrel for heavier grav- 
ities. 

Here, in one of the many important stories in the Oil Forum, is a recapitula- 
tion of virtually all the principal appearances of IPAA witnesses before Con- 
gress over this period. Here is the factual account of what was asked, and 
their warning of what would happen in the event Congress failed—as it did fail— 
to give IPAA what it sought. 


Risk of IMPORTS Much SLOWER THAN. U 
2,500 


TION IN MILLIONS OF BARRELS 


oie 


i 


“The domestic petroleum industry is being ruthlessly destroyed” by imports, 
said the IPAA in 1931—yet, drawn to identical scale, its tremendous gains 
in output dwarf the rise in imports! (Statistics for this article and graphs 
have been drawn from DeGolyer’s Twentieth Century Petroleum Statistics 
and similar standard reference works.) 


TESTIMONY 


July 1929 (Senate Finance Committee) H. B. Fell, representing the Inde- 
pendent Petroleum Association of America, asked Congress to tax crude oil 
imports at $1 per barrel, saying: 

“Now, those particular wells cannot be operated at a profit. It is going to 
result in the necessity ultimately of the operators who only have wells of that 
character to abandon these wells, which would mean abandonment of develop- 
ment of known oil resources in our own country. And I think that this is one 
of the important things that should be considered in the proposition of con- 
servation—is to conserve what we already have.” 
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July 1929 (Senate Finance Committee). F. E. Tucker, executive secretary of 
IPAA, asked Congress for a $1 per barrel tax on crude oil and product imports. 
He filed a brief which said : 

“When the producer has a great number of small wells that are no longer 
on a paying basis because of the price of crude being below the cost of produc- 
tion, then there is nothing left for him to do but abandon his wells. When we 
shut down and abandon 250,000 wells, those wells are lost to our country for 
all time and we must replace this oil with the cheap foreign oil at the expense 
of our.own laborers.” 

January 29, 1931 (Senate Finance Committee) : Wirt Franklin, president of 
the IPAA, asked Congress for legislation holding oil imports at 20 percent of the 
1928 levels. Testifying he warned: 

“Ultimately these wells will all be lost, and in the name of conservation, 
300,000 small wells, with a daily product of 500,000 barrels, and with recover- 
able reserves of oil of hundreds of millions of barrels all will have been destroyed. 
To save these wells would be true conservation, and it is within the power of 
the Federal Government to save them, if it will. * * * The domestic petroleum 
industry is being ruthlessly destroyed.” 

February 13, 1931 (House Ways and Means Committee): E. B. Roeser, of 
IPAA, president of Barnsdall Oil Corp., Tulsa, Okla., asked Congress for a $1 
per barrel duty on oil imports or, in the alternative, a law limiting imports to’ 
20 percent of the 1928 levels for 3 years. He said: 

“In my opinion, proration in the United States has become a permanent 
proposition. The demand for petroleum in its raw state has practically reached 
its limit. We will have an increase in the demand for gasoline, lubricating oils, 
and so forth, but, because of the improvement in refining methods, the present 
refineries will be able to supply our entire requirements from the present pro- 
duction. * * * My estimate is that there are at least 10 billion barrels of po- 
tential production today.” 

February 13, 1931 (House Ways and Means Committee): Russell B. Brown, 
secretary of the IPAA, asked Congress to limit petroleum imports to 20 percent 
of recent levels. He testified: 

“Tt would, however, make all the difference between continued activity and 
absolute ruin for the many independent producers of petroleum in this country. 
In view of the fact that 4 million persons are normally employed in the oil 
industry, with 22 million persons directly affected and dependent upon the suc- 
cess of that industry, the importance of this phase of the question need not be 
overemphasized.” 

Mr. Brown gave Congress a telegram from Wirt Franklin, president of IPAA, 
saying: 

“Values have been destroyed, the old, small settled production which is the 
backbone of industry is being abandoned, and reserves totaling hundreds of 
millions of barrels lost forever. Ultimate result will be complete annihilation 
of independent producer, refiner and marketer, with resultant centralization of 
ownership and control of entire petroleum industry in hands of same few com- 
panies now causing demoralization by imports of foreign crude.” 

February 13, 1931 (House Ways and Means Committee): Wirt Franklin, 
president of IPAA, asked Congress to tax petroleum imports, crude and products, 
at $1 per barrel. He warned: 

“* * * but I do fear, unless some new plan is found by which importations can 
be curtailed—I feel that the feeling that the American producer is being dis- 
criminated against in that manner will have a detrimental effect upon prora- 
tion and might break it down.” 

January 13, 19832 (House Ways and Means Committee): Wirt Franklin, 
president of the IPAA, asked Congress for a tax of 84 cents per barrel on 
petroleum imports. He inquired: 

“Now, gentlemen, I want to ask you, is it fair to tax out of existence the do- 
mestic oil industry and make us compete under those conditions with foreign 
oil that comes in here absolutely free and which is the cause of the destruction 
of the American petroleum industry, and I will say to you that the independent 
po of the oil industry cannot exist for another year unless relief is ob- 
tained.” 
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“Imports * * * will demoralize the market * * * prices will break instead of in- 
creasing” said the IPAA in 19386—yet the graphic curves show that domestic 
prices of crude have risen almost parallel to increases in imports. 


With substantial dependence on imports, “search for new fields would be cur- 
tailed and perhaps almost ended,” said the IPAA in 1945—-yet, the respective 
curves show that when imports have fallen off intensity of domestic drilling 
has declined instead of increasing; both respond to the same economic in- 
fluences, and they have both risen in parallel since that gloomy prediction. 


April 1932 (Senate Finance Committee) : Wirt Franklin, president of IPAA, 
asked Congress for a tax of 42 cents per barrel on imports of crude oil and 
products. He testified: 

“Under present condition, if they are continued, gentlemen, the American 
oil-producing industry will be destroyed. It cannot live another year.” 

May 1, 1934 (Senate Finance Committee): H. B. Fell of the IPAA asked 
Congress for legislation to forbid any reductions in the New Deal program’s 
temporary oil import quota: 

“Unless some proposal such as that suggested is clearly written into the Re- 
ciprocal Tariff Act, the only positive assurance the American petroleum industry 
has against this uncertainty is the extremely moderate excise taxes imposed in 
the Revenue Act of 19382 and continued in the new revenue act. Those excise 
taxes are so low they will not constitute any serious obstacle to demoralization 
of the industry by foreign oil imports.” 

June 6, 1934 (House Commerce Committee): H. B. Fell, executive vice presi- 
dent of IPAA, asked Congress for a quota ceiling on petroleum imports. He 
appeared to warn: 

“Without the principles of this bill in effect, most of these wells would have 
to be abandoned and these reserves lost forever.” 

November 12, 1984 (House Commerce Committee) : Wirt Franklin, president 
of IPAA, asked Congress for a tax of $1 a barrel on imports of crude oil and 
products. He foresaw doom: 

“The vast supplies of oil in South America are sufficient to completely destroy 
this whole industry in the United States if that oil is imported without limit * * * 
it is a question of holding our domestic market for American citizens in our own 
country because if the bars are thrown down, if there is not legislation on im- 
ports, or if there is not a tax to equalize them with our own cost of production, 
we will lose our domestic markets as well as our foreign markets, and that is 
unthinkable, and I know you gentlemen will not permit it, and I feel that 
Congress will not permit it.” 

May 1936 (House Ways and Means Committee) : Russell B. Brown, counsel of 
the IPAA, asked Congress to double the oil import tax to 42 cents per barrel, 
and limit imports to 4.5 percent of domestic demand. He stated: 

“These new sources of supply are absorbing markets formerly enjoyed by 
countries who are now seeking to bring their fuel oil into our home markets. 
In the absence of any adequate excise tax or any limitation, the importation of 
this fuel into this country would demoralize the market in this country and 
create very widespread unemployment.” 

He also warned: 

“The minute Congress adjourns without assurance of legislation, in my judg- 
ment, under the present trend, prices will break instead of increasing.” 

[In 1986, the price of crude oil averaged out to $1.09 per barrel, according to 
the API. The next year, it went to $1.18.) 

January 23, 1940 (House Ways and Means Committee) : Wirt Franklin, presi- 
dent of the IPAA, asked Congress to raise the tax on crude oil and product 
imports from 10.5 cents per barrel to either 21, 42, or 100 cents. He testified: 

“They will be in a position to exercise control of the price of oil and bring 
about a monopoly in the United States because if they can destroy the price of 
erude oil over a long enough period, most of the independents will be broken 
and they will buy the properties up like they were doing in 1931 before you gave 
us this protection.” 

February 3, 1940 (House Ways and Means Committee): Russell B. Brown, 
counsel for IPAA, asked Congress to curb the reciprocal trade agreements pro- 
gram. He warned: 

“In the case of the petroleum industry, the harm which has already been done 
by inclusion of the oil excise taxes in that agreement justifies the fears which 
we had expressed before it went into effect. Then we merely had the fear; 
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now, we are facing present facts which justify an even greater fear of the 
future.” 

February 23, 1943 (House Ways and Means Committee): Russell B. Brown, 
counsel for IPAA, asked Congress to curb the reciprocal trade agreement pro- 
gram. He declaimed: 

“Foreign oil has been characterized by the large volume per well and conse- 
quent low cost of its production. Our wage levels in this country, and all other 
costs of production of oil, including taxes, royalties, rentals and bonuses paid 
to landowners, cannot meet that form of competition. 

“This must be recognized and an effective program maintained else the domestic 
industry will stagnate and perish. There are many thousands of small wells that 
will be abandoned and many thousands of wage-earners, living in hundreds of 
oil-producing communities will be forced out of their employment.” 

May 10, 1945 (House Ways and Means Committee) : Russell B. Brown, counsel 
of the IPAA, asked Congress to curtail some powers in the reciprocal trade 
agreements program. He testified, prophesying gloomily : 

“Let us consider for a moment the effect of a program of substantial dependence 
upon low-cost imports. As I have said, the producing industry would be affected 
to the extent that search for new fields would be curtailed and perhaps almost 
ended. The higher cost producing properties would be shut in or abandoned; 
low price invariably leads to the sale of equipment salvaged from producing 
wells. The supply of oil needed for the inland refiners would speedily decline.” 

May 30, 1945 (Senate Finance Committee): Russell B. Brown, counsel of 
IPAA, asked Congress to curb executive powers under the reciprocal trade 
agreements program. He deposed: 

“The industry has already been injured by reciprocal trade agreements. We 
now face a far greater menace from abroad than at any time in our history. 
Producing capacity already established in foreign countries is great enough 
when added to normal domestic production to wreck the domestic producing 
industry. 

“Foreign oil is produced through wells of greater volume and at less expense 
than our own. Our domestic oil-producing industry cannot long survive such 
competition; cannot further continue the conservation program in the United 
States and cannot maintain American wage standards.” 

March 19, 1946 (Senate Special Committee Investigating Petroleum Re- 
sources): Russell B. Brown, counsel of the IPAA, asked Congress for legis- 
lation to raise the tax on imports of crude oil and products. His testimony 
told of this threat: 

“Without some definite policy safeguarding against imports, our entire con- 
servation program must fall. The domestic producer would be forced to skim 
the cream of any new field and abandon the greater part of the reserves. Soon 
new discoveries would come to an end.” 

March 21, 1946 (Senate Special Committee Investigating Petroleum Re- 
sources): Wirt Franklin, president of IPAA, asked Congress for legislation 
providing congressional approval of all trade treaties. He warned: 

“Otherwise, not only the oil industry but other industries of just as great 
importance to the economic welfare of the Nation may be seriously harmed with- 
out any remedy being available, even from Congress itself.” 

April 24, 1947 (House Ways and Means Comittee): Russell B. Brown, counsel 
of the IPAA, asked Congress to curb import tax cutting powers of the State 
Department. He warned: 

“The action of the State Department heretofore shows that its officials apply 
this general cost theory to all cases—automobiles, petroleum, and other alike. 
This theoretical policy, advocated and applied by the State Department, may 
give world markets to the makers of iceboxes, but it would eliminate the 
domestic petroleum industry.” 

June 2, 1947 (Senate Foreign Relations Committee): Russell B. Brown, coun- 
sel of IPAA, asked Congress to scrap plans for a proposed Anglo-American oil 
treaty. He testified: 

“Our difference is, if I may try to differentiate, that when you do not protect 
the American industry, so that they can have a reward for their efforts, they 
will not go out and produce.” 

January 26, 1949 (House Ways and Means Committee): L. Dan Jones, attor- 
ney for the IPAA, asked Congress for relief against foreign oil imports. He 
answered a member: 

“Well, sir, in the first place, as soon as you bring in a great flood of imports, 
its first impact or its first result is a curtailment of the domestic industry, and 
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it is that top portion of the production of any industry that gives it its real 
life and vigor; and as soon as these imports come in and start deadening the 
domestic industry in time of emergency, if it should come, then the United States 
from a national security standpoint is without an industry here that is capable 
of producing its needs.” 

February 2, 1949 (Senate Banking and Currency Committee): Russell B. 

srown, counsel for IPAA, asked Congress to set a quota ceiling on imports of 
crude oil and products. He testified : 

“Our welfare and safety are in jeopardy from unreasonable imports and a 
curtailed market for the domestic oil industry.” 

February 17, 1949 (Senate Foreign Relations Committee): L. Dan Jones, 
attorney for the IPAA, asked Congress to earmark less money on foreign petro- 
leum under the Economic Cooperation Administration. He said: 

“This world surplus is now seking an outlet in the domestic oil market, thereby 
depressing and discouraging the oil producers in this country in their efforts to 
assure adequate supplies to meet any national emergency. 

February 21, 1949 (House Ways and Means Committee): L. Dan Jones, at- 
torney for the IPAA, asked Congress to change the ECA program so fewer ECA 
dollars go to buy petroleum abroad. He testified. 

“We are not worrying about our equipment or our industry rusting or stag- 
nating unless the Government should adopt a policy of relying upon imported 
oil and saving our own. * * * Assuming the industry is not stymied in some 
way and right now we think it is threatened to be stymied by the imports ab- 
sorbing our domestic market.” 

February 21, 1949 (Senate Finance Committee on the reciprocal trade agree- 
ments program) : Russell B. Brown, counsel of the IPAA, asked Congress to put 
a quota ceiling on imports of crude oil and products. He testified : 

“The most important problem now confronting the domestic oil producer is 
that of increasing imports. The independent producer is concerned because his 
existence is at stake; but more important because the security of our Nation is 
at stake. * * * Plans for expansion of foreign oil facilities show that more and 
more foreign oil will be seeking a market outlet in this country at the expense 
of the domestic industry.” 

February 21, 1949 (Senate Finance Committee): Wirt Franklin, president 
of the IPAA, asked Congress to set a quota ceiling on imports of crude oil and 
products. He warned: 

“T tell you, gentlemen, if imports of oil are allowed to increase so as to shut 
back our production in this country, and destroy the market demand for oil 
produced by these men who have gone out over the country and explored and 
discovered oil, and develop it, that work will stop, and in a few years, we will 
be dependent upon foreign oil.” 

February 28, 1950 (Senate Foreign Relations Committee): L. Dan Jones, 
attorney for the IPAA, asked Congress to change the Economic Cooperation Ad- 
ministration Act so fewer funds went to foreign oil purchase. He insisted: 

“As this foreign oil invades the home market, it displaces the domestic in- 
dustry, thereby hampering the domestic industry’s activities and sapping its 
strength.” 

March 15, 1950 (House Ways and Means Committee) : L. Dan Jones, attorney 
for the IPAA, asked Congress to change the ECA program so smaller funds went 
to foreign oil purchases, assenting: 

“* * * it has operated to develop a condition in foreign areas that now 
threatens to destroy the ability of the domestic oil industry to meet its responsi- 
bilities of providing this Nation with sufficient oil at all times. The ECA pro- 
gram has had the effect of abetting and encouraging the development of a world 
surplus of oil * * * This surplus at an alarming rate, is displacing the American 
industry and American labor.” 

April 28, 1950 (House Small Business Select Committee, at Oklahoma City) : 
H. B. Fell, executive vice president of the IPAA, asked for a tax of $1.05 on im- 
ports of crude oil and products. He warned: 

“* * * it is apparent that employment and economic stability of both of our 
basic energy industries are at stake, and the issue is clear that the decision will 
rest with whether or not oil imports are to continue to come into this country in 
unlimited, increasing amounts or by some means are curbed to reasonable 
volumes.” 

May 18, 1950 (written statement to House Foreign Affairs Committee) : 
Russell B. Brown, counsel for IPAA, asked Congress to refuse to ratify the pro- 
posed International Trade Organization. He said: 
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“The domestic petroleum industry is faced with a flood of imported oil which 
is threatening the very existence of the industry and is causing widespread 
injury to the national economy, including mounting unemployment. It is becom- 
ing widely recognized that some relief must be forthcoming if further injury and 
unemployment is to be avoided.” 

May 22, 1950 (Senate Labor and Public Welfare subcommittee) : H. B. Fell, 
executive vice president of the IPAA, asked for a tax of $1.05 on crude oil and 
product imports. He warned: 

“The foreign oil monopoly now being encouraged by oil imports, if permitted 
to run its course, will mean higher prices to consumers, and an uncertain supply, 
and in the end Government control.” 

June 1, 1950 (House Education and Labor Subcommittee): H. B. Fell, execu- 
tive vice president of the IPAA, asked Congress for a tax of $1.05 per barrel on 
crude oil and product imports. Alternatively, he wanted a quota ceiling on 
imports. He predicted direly : 

“If imports continue at an excessive rate, we can look for a decline in explora- 
tory and development work in the State and in leasing for oil and gas. This 
decline would be detrimental to the national economy and security. It will also 
detrimentally effect the economy of many other States, as it will result in unem- 
ployment and a reduction in the purchase of products manufactured in other 
States, such as steel, automobiles, clothing, food, insurance policies and every- 
thing of that type.” 

June 2, 1950 (House Labor and Education Subcommittee) : Russell B. Brown, 
counsel for the IPAA, asked Congress to levy a tax of $1.05 per barrel on imports 
of crude oil and products. If not that, he wanted a quota ceiling on oil imports. 
He stated: 

“Evidence shows that geophysical and core-drilling activity has been steadily 
declining since the third quarter of 1948. * * * This is a grave warning of what 
is sure to follow in drilling of wells, in building up new reserves, in increasing 
productive capacity, and in employment throughout the industry. * * * 

“So you see, it catches us both ways, both in price and in volume. The ultimate 
result of such staggering curtailment is obvious. Many independent producers 
will be forced out of business; the industry will trend toward a monopoly; 
exploratory and additional development wells will not be drilled, and in the end 
our self-sufficiency in oil will be jeopardized.” 

“Without * * * safeguarding against imports * * * soon new discoveries 
would come to an end,” said the IPAA in 1946—yet, the rising curve of proven 
reserves from new discoveries parallel in its billions the millions of oil imports. 

June 1950 (Senate Labor Subcommittee on Oil Imports): J. Ed Warren, then 
president of the IPAA, asked Congress to enact legislation setting a quota ceil- 
ing on petroleum imports. In the alternative, he wanted the oil import tax 
raised : 

“Continued increases in imports to the current all-time high level demon- 
strate that the importing companies cannot be relied upon in effectuating a solu- 
tion of the problem.” 

June 16, 1950 (Senate Labor Subcommittee): Russell B. Brown, counsel of 
the IPAA, asked Congress to put on a tax of $1.05 per barrel on crude oil and 
product imports, or to set a quota ceiling. He testified: 

“The consumers’ interest and national safety have been endangered by the 
increased importation of residual fuel oil through a sharply increased dependency 
upon foreign sources of fuel and power controlled principally by only two com- 
panies—the Standard Oil Co. of New Jersey and the Dutch-Shell group.” 

January 26, 1951 (House Ways and Means Committee): Russell B. Brown, 
counsel of the IPAA, asked Congress to abolish the reciprocal trade agreements 
program. Hesaid: 

“Judging the overall program from its effect on oil shows that its continua- 
tion would be disastrous. In the case of oil, the results have been to damage 
the domestic industry, weaken the economy of more than half of the States, and 
jeopardize the Nation’s security by forcing our country to become dependent 
upon distant and uncertain sources of supply for a vital munition of war.” 

March 12, 1951 (Senate Finance Committee) : L. Dan Jones, attorney for IPAA, 
asked Congress to establish oil import ceilings in the Reciprocal Trade Agree- 
ments Act: 

“In some cases quotas will be the only means of a proper solution. It was 
our thought 2 years ago when imports were such a problem to the domestic 


oil industry that perhaps the quota was the only solution to our problem at 
that time.” 
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May 11, 1953 (House Ways and Means Committee) : Russell B. Brown, counsel 
of the IPAA, asked Congres to limit crude oil and product imports to 10 percent 
of domestic demand : 

“These men and these imports control every program of production and every 
person or company producing oil in the United States. By such power they 
determine the market oulet and the price of every barrel of oil produced in the 
United States.” 

May 11, 1953 (House Ways and Means Committee): Charlton H. Lyons, 
president of the IPAA, asked Congress to limit crude oil and product imports 
to 10 percent of domestic demand. He affirmed: 

“If the present import rate continues, or increases, drilling in this country 
will be even further curtailed. In that event, the industry would be unable 
to supply the increasing volume of petroleum necessary to our expanding economy 
and defense program.” 

May 11, 1953 (House Ways and Means Committee) : H. B. Fell, executive vice 
president of the IPAA, asked Congress to limit crude oil and product imports 
to 10 percent of domestic demand. He warned: 

“Unless effective action is taken, the American consumer and our military 
safety as to oil will become increasingly dependent upon these companies.” 


CONCLUSIONS 


Despite its vigorous representations, the TPAA obtained virtually none of its 
requests from Congress, and this failure to get relief is written into the official 
records. Nevertheless, their predictions of dire events to come were not realized: 

The petroleum industry did live another year. 

The stripper wells are still in business. 

The independent producers were not broken up. 

The industry did not stagnate and perish. 

The industry is further from monopoly than ever. 

The story of the American petroleum industry during the past 24 years is a 
saga of tremendous growth in all phases; in production, sales, income, and 
service to the American people. 

The number of new oil wells drilled was 26,356 in 1929, but a thumping 49,279 
during 1953. 

Proven reserves of crude oil in the United States were pegged at 13,200 million 
barrels in 1929, and 29,044 million in 1953. 

Wells producing oil in the United States during 1929 totaled 328,000 and as 
many as 472,149 in 1953. 

During this period, the daily production of United States crude oil rose from 
2,760,000 barrels in 1929, by well over 100 percent to 6,454,000 during 1953. 

The price of crude oil went from $1.27 per barrel in 1929 to $2.83 per barrel 
today. 

A simple multiplication of these figures shows that gross revenue from United 
States crude oil production rose from $3,505,000 each day in 1929 to an impressive 
$18,264,820 daily in 1953. 

The United States petroleum industry achieved this expansion even as imports 
into the United States advanced. The total of imports was 295,000 barrels daily 
average for 1929 (when, actually, America was net exporter), and 1,058,000 
barrels daily during 1953. 

In fact, the United States petroleum industry today stands two or three times 
as large as it was 24 years ago, has more independent oil operation than ever, 
and is making at least five times as much money. 

The United States oil business is at its richest in history, more vigorous than 
it ever was. The American petroleum industry is drilling more wells, finding 
more oil, producing more oil, selling more oil, and has more in proven reserves 
than ever before. The prophets of doom are proved false prophets indeed. But 
they have deceived no one—for an all-time record exploration program is planned 
by most domestic companies for 1954. 

The United States petroleum industry is just the healthiest thing in the world— 
and the IPAA is just as wrong as anyone could be. 


The Cuatrman. Proceed, Mr. Brown. 

Mr. Brown. Mr. Chairman, my name is Russell B. Brown. I am 
general counsel for the Independent Petroleum Association of 
America, a national organization of independent domestic oil produc- 
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ers, including land and royalty owners. Every oil-producing area in 
the United States is represented in our membership. 

My testimony is directed to two aspects of the problem of excessive 
oil imports, as follows: 

1. The dangers of permitting the Nation to become increasingly de- 
pendent upon foreign sources of oil over which we have no control. 

2. The inadvisability of permitting the welfare of the American 
consumers, and, even more important, the Nation’s security, to become 
under the control of and subject to the determination of a few large 
international oil companies. 

The testimony of previous witnesses shows that oil imports have 
been taking over an increasing proportion of the domestic market, year 
after year. As this occurs, the domestic industry is gradually weak- 
ened. As imports take over a larger and larger share of the home 
market, the domestic producers are forced to restrict their operations 
accordingly. The effect of this process of crowding out the domestic 
producer from his home market is clear and the capacity of the do- 
mestic industry to produce, in relation to national requirements, is 
lessened. 

Ever since World War IT, as a nation, we have been following a 
course of increasing dependency on foreign oil. The essentiality of oil 
and the dangers of becoming dependent upon uncertain foreign sources 
have been recognized by our national leaders, both civilian and mili- 
tary. 

The advice and warnings of some of these leaders are cited in ap- 
pendix A, which I request be incorporated in the record as part of my 
statement. 

The Cuarrman. Without objection, all of the attachments to your 
statement will be included in the record. 

(The material follows :) 


APPENDIX A 


NATIONAL LEADERS RECOGNIZE THE IMPORTANCE OF OIL TO DEFENSE AND THE 
DANGERS OF DEPENDENCY ON UNCERTAIN FOREIGN SOURCES 


Oil, of course, is vital to national defense. 

This is perhaps best illustrated by the fact that about two-thirds of the offshore 
tonnage shipments of essential materials, during World War II, were of petro- 
leum products. 

President Eisenhower, in a televised address on April 5, 1954, told the Nation 
of the importance of oil to defense when he said: 

“The Russians produced last year something less, probably, than half a billion 
barrels of oil. We produced two and a quarter by ourselves. We produced some- 
thing over twice as much steel as they produced. Now these are strong elements 
in our economy, when you are going to use so much of your production to wage 
a war, particularly a war of exhaustion. 

“Now all of these things are deterrents upon the men in the Kremlin. They 
are factors that make war, let us say, less likely. * * *” 

It is clear that the President believes accessible oil is not only vital to defense, 
but, more important, is also vital to the maintenance of peace. 

Many others have commented on the essentiality of oil to our national defense. 
Gen. Carl Spaatz was quoted in the February 9, 1953, issue of Newsweek magazine 
as saying: 

“Oil is the essential ingredient of modern warfare. Even supermodern atomic 
weapons amount to nothing unless the means of their delivery are fueled with 
oil.” 

Adm. Chester W. Nimitz, former Chief of Naval Operations, was quoted in the 
December 6, 1954, issue of Newsweek, as follows: 
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“Oil is the ‘life’s blood’ of our Navy, Air Force, and mechanized Army. With- 
out it we are sitting ducks for aggression. The year 1942 was a critical one for 
the Allies primarily because of German submarine sinkings of our oil tankers. 
America’s oil industry, however, can take great credit for meeting Allied needs 
despite these losses.” 

Also, Admiral Nimitz warns: 

“* * * remember the importance of oil to any nation bent on aggression. It 
was, after all, oil poverty that provoked Japan to grab the rich reserves of 

torneo and Indonesia. Today those same reserves are the targets of Asia's 
oil-hungry Communists.” 

Oil and other strategic materials involve a special problem in national trade 
policy. Our national policy is inconsistent in developing and storing atomic 
weapons, and at the same time, pursuing a course, as to oil imports, which 
weakens our potential ability to produce the fuel which would move such 
weapons into effective use. Strategic materials in trade are of a special char- 
acter, and a national trade policy should specifically recognize this fact. 

In view of the essentiality of oil it is vitally important that there by an 
adequate supply accessible in any emergency. 

Several military leaders have commented as to the dangers of dependence 
on foreign sources of strategic materials. The longer the supply line, the less 
dependable the supply. 

Mr. James Forrestal, first Secretary of Defense, in testimony before the special 
Subcommittee on Petroleum of the House Committee in Armed Services, on 
January 19, 1948, commented as follows, and I quote: 

“In terms of accessibility of petroleum resources, those within our own con- 
tinental limits are, obviously, of first importance.” 

Two days later, Adm. Robert B. Carney, now Chief of Naval Operations, told 
this same subcommittee, and I again quote: 

“* * * T have stressed the conclusions pointing toward every effort developing 
self-sufficiency in this hemisphere, because I believe that the Middle East oil 
is vulnerable from the military standpoint under any circumstance. The fields 
are vulnerable to attack; pipelines and pumping stations are vulnerable to 
sabotage and attack; and I think that we would be assuming too much to insure 
full availability of the capabilities and capacities of Middle East oil, and 
therefore we must consider that the primary job is to develop self-sufficiency in 
this hemisphere, if we can.” 

Admiral Carney clearly believes that we should not place undue reliance on 
Middle Eastern oil. 

The Special Subcommittee on Petroleum of the House Committee on Armed 
Services, under the chairmanship of Representative Dewey Short, recognized 
this problem and in its 1948 study suggested that steel allocations within the oil 
industry should be based on the following considerations: 

“* * * first, self-sufficiency in oil in this country insofar as attainable, includ- 
ing an adequate tanker fleet ; second, self-sufficiency in the Western Hemisphere ; 
and, lastly, access to an early development of other oil areas in the world.” 

Thus, this special congressional committee, after solicitation of the best avail- 
able military opinion, concluded that domestic self-sufficiency in oil was of 
primary importance to the national defense. 

From time to time, military experts have requested the establishment of 
geographical priority of oil development. Rear Admiral Burton B. Biggs, who 
was then Executive Secretary of the Munitions Board Petroleum Committee, 
testified before the House Small Business Committee on June 15, 1949, as 
follows: 

“* * * Tn conclusion, there are three points that I would like to emphasize: 

“1. The interest of the National Military Establishment in expanding oil 
development by areas, in order of priority, is first, the continental United States, 
secondly, the Western Hemisphere, and, thirdly, other world areas. 

“2. Prompted by interest in supplies of petroleum for the distant future, the 
National Military Establishment has concern over conservation of the petroleum 
reserves in the ground in those areas representing the greatest probable accessi- 
bility during war; but first consideration for preparedness must be in a high 
level of developed production in those areas. Oil reserves that must be devel- 
oped after the start of a war will probably contribute only minor quantities to 
that war effort, but shut-in production is an immediate military asset. 

“3. Strategic concepts change as the economic, political, and military strengths 
of nations change. The opinions, which I have expressed, reflect the current out- 
look on the situation for the near term. Should legislation be enacted pertain- 
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ing to imports it is believed that flexibility should be emphasized in order that 


adjustments may be made as dictated by economic changes in foreign countries 
as well as our own.” 


On December 22, 1953, appearing before the Minerals, Materials, and Fuels 
Subcommittee of the Senate Committee on Interior and Insular Affairs, Gen. 


Albert C. Wedemeyer, retired World War II commander of the China theaters, 
testified as follows, and I quote: 


“TI think it is unsound for a nation to depend upon sources of raw materials 
which are remote from that nation’s dynamo or industrial potential.” 

In June of 1954, the subcommittee before which General Wedemeyer had ap- 
peared made the following recommendations: 

“1, We recommend the closest cooperation among the nations of the Western 
Hemisphere, which is the only dependable source of the necessary critical 
materials in time of war. This area can be defended and can be made self- 
sufficient in the production of such materials. We recommend that the spirit of 


the 130-year-old Monroe Doctrine prevail in our relations with the nations of 
the Western Hemisphere.” 


* * * * ” * * 


“3. We recommend eliminating our Nation’s present dependency upon remote 
and possibly unfriendly or neutral areas of the world for the critical materials, 
without which we cannot conduct a war * * *.” 


Mr. Arthur S. Flemming, in his capacity as Director of Defense Mobilization, 
issued the following statement on September 21, 1954, concerning the stockpiling 
objectives of the Federal Government: 

“The long-term stockpile program provides additional security and prepared- 
ness in the materials area. The objectives are calculated by discounting com- 
pletely all wartime foreign sources of supply excepting a limited group of 


countries to which wartime access can be had with the same degree of reliance 
as afforded within the United States.” 


All of these leaders are agreed that we must have enough oil and that it 
must be at hand when we need it. 

Mr. Brown. The testimony of these leaders is to the effect that: 

1. As to source of supply, oil within our own borders stands in 
first priority. 

2. That any foreign oil which is subject to long ocean hauls and 
vulnerable to submarine attack stands in a secondary position. 

3. That Middle East oil, due to its geography and many uncer- 
tainties, is a weakest possible link. 

The importance of this advice is emphasized by the following facts: 

1. About 82 percent of the free world’s oil reserves outside the 
United States are in the Middle East within a few miles of Russia. 

2. About 70 percent of total imports into the United States are 
brought in by 5 large international American oil companies and by 
1 of foreign control. 

3. That these six importing companies have their principal interest 
in Middle East oil reserves. 

The concentration of ownership of foreign oil in the hands of a 
few, and its long-range effect upon the American consumer and the 
national security is a factor which we believe this committee should 
carefully consider. 

The world oil industry outside the United States, and excluding 
Russia, is dominated by seven large international oil companies. They 
control something like 90 percent of all foreign oil. The 6 companies 
which are the principal importers into the United States, accounting 
for about 70 percent of total imports are: Standard Oil Co. of New 
Jersey, Gulf Oil Corp., the Texas Co., Standard Oil Co. of California, 
Socony- Vacuum Oil Co., Inc., Royal Dutch Shell group. The seventh 


company, which does not import into the United States, is the Anglo- 
Tranian Oil Co. 
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These ‘7 companies operate as partners around the globe. In 1 
country 2 will be joined together. In another perhaps 4. Their 
interrelationship and the scope of their worldwide operations is shown 
on the following chart. 

(The chart referred to follows :) 


PROVED RESERVES 
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Mr. Brown. There should be added to this chart the country of 
Tran, where recently all seven of these companies have joined together 
in a consortium. 

The five American-based companies, although they have grown up 
in this country and are headquartered here, are rapidly shifting their 
interest to foreign lands. As an example, in 1953 the Standard Oil 
Co. of New Jersey, the largest of the group, whose president appeared 
before your committee last week, derived 65 percent of its net income 
from foreign operations. Of the total oil reserves owned by the Gulf 
Oil Corp., whose chairman of the board also appeared before you 
last week, about 90 percent are in foreign lands, largely in the sheik- 
dom of Kuwait. 

Taking the five American companies together, they produce more 
from foreign sources than from domestic sources. Their ownership 
of reserves of oil is even more unbalanced. This is shown on the 
following chart. 

(The chart referred to follows:) 
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Mr. Brown. For the 5 companies combined, their total production 
in 1953 was divided 64 percent foreign and 36 percent domestic. Their 
ownership of proved reserves of oil was divided 89 percent foreign, 
11 percent domestic. These five companies control twice as much 
proved reserves of oil outside the United States as the total presently 
known reserves within the United States. This is a powerful con- 
centration which, if left unrestrained, poses serious implications as 
to the survival of the domestic oil producers in this country. 

It is true that our Government has been generous in its efforts to 
make easy the operation of our domestic companies in foreign coun- 
tries where they may be forced to meet competition of State-owned 
or State-encouraged organizations. To do this we have relaxed, for 
that purpose, regulations we have found necessary in our domestic 
operations. It has been the policy of our laws to prevent the use of 
this favorable treatment to be used to destroy domestic commerce. 
I there have reference to the Webb- Pomeroy and specific laws like that. 

The accumulated strength of these companies in oil is now invading 
the United States. It has reached proportions in size and in strength 
where they can neither restrain its force nor direct its course. They 
now enjoy tax advantages denied to the domestic industry. Their 
operations are, in some instances, not subject to investigation by our 
domestic authority. 

Under this policy they have been permitted to increase their power, 
but they resist any effort to cause them to install adequate brakes on 
that power. 

Until they submit to some more effective control, they constitute a 
dangerous and menacing force on our highways of commerce and 
security. It is dangerous to all those who must travel the same road, 


It is dangerous to those who must rely on their successful operations. 
lt could be dangerous to themselves if controls do not become effective 
before the crash. 

I do not wish my testimony to be taken as a criticism of these 
companies for their bigness and their success. It is fortunate that 
American companies own this oil rather than it being under the con- 
trol of our potential enemy, so ym, Soe the use of it does not weaken 


us at home. Also, we all desire to me big. We do feel, however, 
that these are facts which this committee should keep in mind when 
considering the implications of increasing reliance on imports of 
foreign oil. 

An example of the extent to which we as a nation have already 
grown dependent on foreign oil is revealed by a study of the source 
of oil that supplies the United States eastern seaboard, an area which 
is industrially vital. The following chart shows the shift to foreign 
oil taking place in this market. 

(The chart referred to follows:) 
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Mr. Brown. During the 3-year period immediately following World 
War II, the domestic industry supplied 76.7 percent of this market 
and foreign oil 23.3 percent. During 1952-54, the domestic industry 
supplied only 64.3 3 percent and foreign oil 35.7 percent. This change 
is due primarily to the increased processing of foreign crude oil in 

east-coast refineries. Well over half of the oil now processed in the 
great oil-refinery plants of the east coast is foreign crude. 

We have had experience which suggests the lack of wisdom in rely- 
ing upon foreign oil in time of war which is under the control of a 
few large companies. During the closing days of World War II, when 
oil was greatly needed to conclude the war with Japan, our Navy was 
forced to buy fuel oil from the companies operating in the Middle East 
on a take-it-or-leave-it basis. 


This vivid demonstration of the dangers of becoming dependent on 
such sources for war material supplies was revealed “by the Senate 
Special Committee to Investigate the National Defense in its study 


of this matter, which is reported i in Senate Report No. 440, 80th Gon 
gress, 241 session. 


I would like to introduce by reference the conclusions contained in 
such report at pages 32-33. 

The CuatrmMan. They will be included in the record. 

(The matter referred to is as follows :) 


[From §S. Rept. 440, 80th Cong., 2d sess.] 
CONCLUSIONS 


1. The United States Government extended direct and indirect lend-lease 
and other assistance to the Saudi Arabian Government in excess of $99 million 
of which only approximately $27 million is likely to be recovered. 

2. These advances of direct and indirect lend-lease and other assistance to 
the Saudi Arabian Government were initiated for the most part by the Arabian 
American Oil Co., its affiliates, and parent companies, for two reasons: First, 
in 1941, to relieve themselves of the onerous burden of supplying large funds 
to meet the budgetary requirements of Saudi Arabia; and second, in 1943 direct 
United States lend-lease was requested by the company to eliminate the danger 
of its concessions and earnings falling under the financial control of the United 
Kingdom. 

3. To induce the grant of aid to the Saudi Arabian Government, the Arabian 
American Oil Co. offered to sell to the United States under a proposal to the 
President dated April 16, 1941, at prices based on fuel oil at 40 cents per barrel. 
Under another proposal made February 8, 19438, as a further inducement to the 
United States to extend direct lend-lease to Saudi Arabia, the company offered 
to set aside reserves and to sell its petroleum products “at prices well under 
world prices” or at “cost plus a nominal profit.” 

4. When the United States Government needed oil because of its war demands, 
notwithstanding these prior proposals, the companies offered the Navy fuel oil 
at $1.05 a barrel on a take-it-or-leave-it basis. The Navy was forced to buy the 
oil on these terms. The committee is of the opinion that the oil companies were 
under a moral if not a legal obligation to disclose to the naval procurement 
officers their previous proposals for the sale of oil submitted to the President. 
The oil companies exploited the Government by exacting high prices for their 
products despite the high expendtiures and assistance granted to Saudi Arabia 
at the companies’ behest to protect and preserve the companies’ concessions. 

5. The committee is of the opinion that in paying $1.05 a barrel, the United 
States Government was overcharged between 30 and 38 million dollars on sales 
made to the Navy by Aramco and its affiliates, between January 1, 1942, and 
June 30, 1947, by payment of prices higher than those the oil companies had 
a ae to insist on in the light of their previous dealings with the United States. 

The committee believes that the Navy Department wholly failed to exercise 
ite wartime procurement authority in not obtaining production cost figures for 
the Arabian oilfields and in awarding contracts to Aramco and its affiliates at 
prices which the Navy representatives admitted were excessive. 
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7. The committee is of the opinion that if the statement contained in the 
official Navy justification for the purchase of oil at $1.05 a barrel is true, that 
the oil companies represented to the Navy that they had doubled their royalty 
payment from 21 to 42 cents a barrel, then the Government clearly was defrauded 
because the loyalty payments were not doubled. 

8. However, if the statement is false, and the oil companies did not represent 
to the Navy that their royalty payments were double, then it is obvious that 
the Government overpaid at least 21 cents a barrel, aggregating losses of millions 
of dollars. 

9. Naval procurement of oil from Aramco will continue for an indefinite 
period. It is impossible to ascertain the final overall costs of these overcharges 
and the total loss to the Government by its failure to have implemented the 
Moffett and Rodgers proposals. From the standpoint of national defense the 
Arabian reserves are of very dubious value. Most military opinion agrees on the 
probability of the destruction or capture of the Arabian oil fields by the enemy 
in the event of any crisis.’ 

10. The committee is of the opinion that when companies sell to the United 
States Government, especially during war, the doctrine of “caveat emptor” should 
not apply. Companies must be required to deal openly and fairly with the 
Government. In cases where companies fail to do this and a loss results to the 
Government a remedy should be provided to permit recovery. 

11. The committee recommends that greater care be exercised by the various 
governmental departments and agencies where industrial experts are employed 
to make certain such experts are disqualified from handling matters or determin- 
ing policy which affects the interest of the companies with which they are or were 
affiliated. 

12. The committee recommends that all Government agencies concerned with 
the procurement of petroleum products should be more closely coordinated. 
A proper Federal agency should be established to administer all Government 
problems concerned with petroleum, both civilian and military. Any agency, how- 
ever, to be successful must because of the complex and varied nature of the oil 
industry, both domestic and foreign, have a strong and competent industry 
advisory group working in closest cooperation. Only by such a combination 
can proper results be accomplished. 

13. The committee recommends that the subject of tax avoidance by the 
formation of foreign subsidiary companies of United States corporations should 
receive consideration by the Joint Committee on Internal Revenue Taxation 
for such study and possible legislative correction as may seem proper. 

14. The committee recommends that a continuing investigation of national 
petroleum affairs be authorized for either a joint committee of the Senate and 
the House of Representatives or for one committee of the Senate and one 
committee of the House.’ 

15. It is the opinion of the committee that the matter of the purchase of a 
40 percent interest in Aramco by the Standard Oil Co. of New Jersey and Socony- 
Vacuum Oil Co. with its possible effect of lessening competition in the United 
States markets should receive the utmost consideration of the Attorney General 
and any petroleum board or congressional committee that may have jurisdiction. 


Mr. Brown. Before concluding, I wish to comment briefly in regard 
to certain aspects of H. R. 1. It has been our experience that the 
primary abuses of the trade-agreements program have evolved from 
faulty administration of delegated authority. Unnecessary and ex- 
cessive delegations of congressional authority invite and often lead 
to such abuses, involving a disregard of the real intent of Congress. As 
an example, this has been our observation of the administration of 
the escape-clause procedure provided by the Congress. 


1An excellent railroad and truck line were built by American enterprise and generosity 
from the Soviet border to the head of the Persian Gulf during the recent war and are 
readily available for an invasion in force. 

No comparable facilities are available from the Mediterranean. 

2The committee has turned over its records with reference to minerals, fuel, and the 
strategic and critical minerals and materials to the National Resources Economic Com- 
mittee, a subcommittee of the Senate Committee on Interior and Insular Affairs. At 
the present time the latter committee is conducting an investigation on the national 
petroleum affairs and it was felt that certain records of the war investigating committe 
would be helpful to those investigations. 





1302 TRADE AGREEMENTS EXTENSION 


We are, therefore, gravely concerned about the broadening of au- 
thority that is provided in subsections (A) and (B) of section 3 of 
H. R. 1. This delegation is too broad and vague. We fear it could 
be used as congressional sanctioning of permitting our foreign-trade 
policies to be further delegated to international groups, such as the 
general agreement on tariffs and trade, or the one-time proposed 
international trade organization. 

We feel strongly that it is inadvisable to delegate such matters as the 
policy on imports of vital war materials to such international bodies, 
where our Government has only one vote among many. We fear, for 
example, the possibility of having to plead our case on oil imports 
before an international group in Geneva. 

We much prefer and feel that it is vitally necessary that domestic 
industries such as ours continue to have the national policies which 
govern their fate to be determined by Congress. 

For these reasons, we urge the committee to amend H. R. 1 so as 
to withhold any such unnecessary delegations of authority. 

In conclusion, I wish to urge the committee te amend H. R. 1 so as 
to give recognition to the problem of excessive oil imports. We 
believe that it should be amended, first, so as to direct the executive 
branch of the Government to give special consideration to natural 
resource industries and other industries that are vital to national 
defense. 

We further believe that this policy should be implemented, as 
applied to petroleum, by specifically providing that imports of petro- 
leum be limited to 10 percent of domestic demand. 

We feel with the deepest of conviction that the matter of petroleum 
imports involves national policy questions which should not be left 
to the impulses or economic urges of a few importing companies. We 
urge the committee and the Congress to provide in the law a definite 
policy on oil imports so that the domestic petroleum industry may 
proceed to keep the Nation secure with an adequate supply of petro- 
leum readily available in the case of any emergency. 

The CuHarrman. Does that conclude your statement, Mr. Brown? 

Mr. Brown. Yes, sir. 

The CuamrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions ? 

We thank you tor your appearance, Mr. Brown. 

Mr. Brown. Thank you. 

The Cuairman. Mr. Reed wants to inquire. 

Mr. Reep. Is it not true that when we negotiated the treaty agree- 
ment with Venezuela, President Truman went below the peril point 
on crude oil found by the Tariff Commission ? 

Mr. Brown. There was a quota provision in that; yes. That was 
in the trade agreement with Venezuela. 

Mr. Reep. And it went below the peril point? 

Mr. Brown. Yes. 

Mr. Reep. Thank you. 

The Cuarrman. Mr. Eberharter? 

Mr. Exseruarter. Mr. Chairman, there have been some comments 
on wage costs for production in foreign countries. I would like to 
submit for the record some information on this taken from the report 
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to the President by the President’s Material Policy Commission, dated 
June 1952. I ask unanimous consent that it be inserted in the record. 

The CuarrMan. Without objection it is so ordered. 

(The matter referred to follows :) 

Oil companies’ practices have been a factor in development of the Nation’s 
labor laws, and their employees fare better than any other group in Venezuela. 
The United Nations 1950 survey, for example, found the oil worker earning 10 
times more than the agricultural worker. He receives not only a substantial 
daily wage and social benefits from the oil companies but paid vacations, bonus 
pay for Sunday and nightwork, and an annual profit-sharing bonus. All this 
pushes his total income to $15.13 daily, two-thirds of which is take-home pay. 
The Venezuelan oil worker, in fact, considering all the company-supplied serv- 
ices in addition to wages—is more highly paid than his brother oil worker in 
the United States. In 1950, for example, one oil company paid an average of 
$6,638 per employee in Venezuela as compared with $5,682 per employee in 
Texas. (P. 105, vol. V, Resources for Freedom.) 

The CuatrmMan. The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:30 p. m., the committee recessed, to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION 


ct hearing was resumed at 2 p. m.) 
e CuarrMan. The committee will please be in order. 
The next witness on the calendar is Mr. J. P. Jones, of Bradford, Pa. 
Mr. Jones, will you please give your name, address, and the capac- 
ity in which you appear, for the record ? 


STATEMENT OF J. P. JONES, ON BEHALF OF PENNSYLVANIA GRADE 
CRUDE OIL ASSOCIATION, NEW YORK STATE PRODUCERS ASSO- 
CIATION, BRADFORD DISTRICT PENNSYLVANIA PRODUCERS 
ASSOCIATION, AND SOUTHWESTERN PENNSLYVANIA PRODUCERS 
ASSOCIATION 


Mr. Jones. My name is J. P. Jones. I live in Bradford, Pa., where 
I am engaged as an independent oil producer. 

Mr. Reep. Mr. Chairman? 

The Cuarrman. Mr. Reed will inquire. 

Mr. Reep. I want to say how well we remember your distinguished 
father who served in Congress. He is well remembered here to this 
day, although it was quite a number of years ago that he was here. 

Mr. Jones. Thank you. 

I am also manera by the Pennsylvania Grade Crude Oil Associa- 
tion as director of production. In my appearance before this com- 
mittee, I am representing the New York State Producers Association, 
of Bolivar, N. Y.; the Bradford District Pennsylvania Producers As- 
sociation, Bradford, Pa.; the Southwestern Pennsylvania Producers 
Association, Washington, Pa.; and the Pennsylvania Grade Crude 
Oil Association of Oil City, Pa. 

Those associated groups represent most of the oil interests engaged 
in the production, refining, and marketing of Pennsylvania grade 
crude oil. 

I am here in cooperation with other independent oil associations 
to urge your consideration of a reasonable limitation of currently 
excessive petroleum imports. We believe the proposed extension of 
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the Trade Agreements Act, unless amended to realistically deal with 
the threat of oil imports, could prove disastrous to the segment of 
our industry which I represent. 

In the Pennsylvania grade area the oil production from some 120,- 
000 wells currently averages about one-third of a barrel per well, per 
day. More than three-fourths of this oil is produced by what is known 
as secondary recovery. This is a method by which the natural ener 
which exists in the oil sands is augmented or replaced by manmade 
energy. 

Ronieinis recovery is a necessary technique if oil is to be produced, 
because the original rock pressures or energy has long since been spent 
by inefficient methods or practices in the early stages of primary 
production. 

Consequently, the conditions that usually make secondary recovery 
necessary are found in the older oilfields of the Nation which were 
found and developed before the industry had the benefit of technical 
methods and knowledge in use today. We have in the United States 
vast amounts of crude oil left in the oil sand, that will only be re- 
covered by the application of secondary recovery. 

The area I represent is typical. New York State is not generally 
recognized as an oil-producing State, but its recoverable petroleum 
reserves under present economic conditions are estimated at more 
than 50 million barrels. Pennsylvania, the first and oldest oil-pro- 
ducing State in the Nation, has more than 100 million barrels of oil 
that can still be recovered by present known methods. Because of 
the high lubricating content of this particular crude oil, there can 
be refined from these reserves over a billion and a half gallons of 
lubricating oil, recognized throughout the world for its exceptional 

uality. 
7 In the entire United States the oil reserves that will have to be 
recovered by secondary means are reported by the Interstate Oil 
Compact Commission in its annual stripper well survey to be in excess 
of 3 billion barrels. 

These reserves must be recovered in competition with primary pro- 
duction. There is no differential in the price per barrel. However, 
secondary means of recovery is relatively high cost compared to 
primary production, due to the required technical methods and 
processes. 

The secondary recovery operator, if he is to be successful in com- 
peting in the domestic market, must operate in an industry that is 
reasonably healthy and stable. Only under such conditions can he 
venture his capital, or can he be able to borrow from the banks to 
finance development. 

The operations of the stripper well and secondary recovery oper- 
ator brings new economic life to the area in which he is active. The 
history of the typical oilfield in the United States is well known to 
you gentlemen. It comprises a story of boom days, with all the ex- 
citement of new discovery, and then the inevitable decline that results 
in the closing down of related industries and loss of employment. 

The application of secondary recovery can and has restored to many 
of these communities the industry, employment, and tax revenues they 
formerly enjoyed. Typical is the prosperity being enjoyed by such 
communities as Owensboro, Ky.; Robinson, [1].; Nowata, Okla.; and 
Wichita Falls, Tex. 
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There are many other areas in this country awaiting such develop- 
ment if and when the incentives and markets are there to encourage it. 

However, the alarming increase in imported foreign oil in recent 
years has absorbed many of the markets for which secondary recovery 
could have provided the oil. 

Our small wells producing less than 1 barrel a day cannot compete 
with wells in the Middle East which produce almost 5,000 barrels a 
day. We have in the past and can continue in the future to compete 
in the domestic industry. We recognize the necessity of some oil 
imports on a supplemental basis, but we urge that your committee 
give serious consideration to some measure which will reduce currently 
excessive imports to a realistic level, to the end that secondary recovery 
development will be encouraged, where it is applicable, and the pros- 
perity formerly enjoyed by many communities can be restored. 

Unless the Congress provides a reasonable restraint on imports, 
there is great danger that billions of barrels of recoverable oil will 
remain in the ground, lost from our use forever. 

I have attached here an excerpt from a recent speech on the floor 
of the House by one of your colleagues, the Honorable Leon H. Gavin, 
which well portrays the situation in my home State, in the Pennsy]- 
vania-grade industry. I am not going to bother reading it but I 
would like to have it put into the record of this hearing. 

Mr. Epernarter (presiding). That will be done. 

(The information referred to is as follows :) 


This situation in my home territory is forcefully expressed in the following 
excerpt from a recent speech on the floor of the House by your colleague, the 
Honorable Leon H. Gavin, of Pennsylvania: 

“The situation of global oil oversupply, for example, has had much to do with a 
sharp decline in the volume of exports of Pennsylvania lubricating oils, and even 
more serious, has resulted in approximately a $2-per-barrel drop in prices of 
Pennsylvania-grade oils in the last 5 years. Thus, the Pennsylvania oil producer 
is placed in a vise, between the inflexible forces of restricted markets and sharply 
curtailed prices, and is beaten by the hammer of soaring costs. To point this 
up in its true significance, you must first realize that all of Pennsylvania’s oil 
production is marginal, stripper-well production. This means, in brief, that it 
takes only a little shove in the wrong direction to cause such wells to become 
unprofitable to operate. In the case of these wells, a continuation of excessive 
oil imports may very well mean the fatal difference between life and death. The 
resulting loss, in terms of inhibited discovery of additional oil reserves would 
be a needless blow to our supply of oil for national defense. 

“Oil is the third-ranking mineral in Pennsylvania in terms of value of produc- 
tion. Coal, the most valuable mineral in the State, has also seen its production 
drastically restricted by oil imports. When production of 2 of a State’s top 3 
mineral products is impaired by a single force of dubious trustworthiness, it is 
time for citizens of that State to become alarmed.” 


Mr. Jones. Thank you. 

Mr. Eseruarter. Does that complete your statement? 

Mr. Jones. Yes. 

Mr. Esernarter. Thank you very much, I am sure the committee 
will profit from your presentation. 

Mr. Jones. Thank you, gentlemen. 

Mr. Esernarter. The next witness will be Congressman Carl D. 
Perkins. We welcome you and welcome your testimony. 

For the record, will you please give your name, address, and the 
capacity in which you appear ? 
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STATEMENT OF HON. CARL D. PERKINS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KENTUCKY 


Mr. Perkins. Thank you, Mr. Chairman, and members of the com- 
mittee. My name is Carl D. Perkins, and I represent the Seventh 
Congressional District of Kentucky. 

Mr. Chairman, I reappear here again on behalf of our coal indus- 
try. The district that 1 represent, today, we have as much if not more 
eeeeeent in that area than any district in the Nation. I know 
that it is hard to reconcile, especially when we, here in Washington, see 
everybody employed, wages and prices high, and the economy strong, 
and look back a one of these coal areas and see approximately 50 
percent of the laboring people unemployed. 

I am here to ask that this committee amend the present bill now 
under consideration in order to place import quotas on this residual 
oil which is displacing approximately 40 million tons of coal annu- 
ally. Now, I know there is opposition to this, but I have a map 
here which discloses the rate of insured unemployment by counties 
in Kentucky. The county that I come from, Knott County, has 
82.6 percent of the people unemployed in that county. Now, that is 
hard to realize. Here is the reason why that has happened. You 
take, on the north, northeast, the county is bounded by Floyd there, 


and the operation of Central Elkhorn that employed the people along 
the eastern border of this county, that mine is closed down. It is the 
same way on the west and the south. Those mines were all closed in 
the last 15 or 16 months. Again, I say, when you have a county that 
has 82.6 percent of its insured workers unemployed, you have a serious 
situation and these figures were taken from the Economic Security 


Department in Frankfort, Ky. 

Mr. Jenkins. What isthe county ? 

Mr. Perkins. Knott, my county. It is time to do something about 
this industry, and we can do something about it, and I am here to ask 
that you place import quotas on this residual o1] coming in here pri- 
marily from Venezuela. 

Now, let us take the fields. The Big Sandy field in 1953 pro- 
duced 12,250,810 tons of coal. In 1954, well, the figure fell from 
the 12,000,000 down to 10,309,550, a drop of 15.8 percent in that par- 
ticular coalfield in the district that I am privileged to represent. 

The Hazard field—that is in my area, and in 1953 it mined 6,209,750 
tons. Last year, the calendar year 1954, there was a drop to 5,714,450 
tons, or 8 percent. 

The Williamson field, part of which includes the east side of Pike 
County, that I represent, and take all those surrounding fields, 
Kanawha and Logan, in 1953 it was 63,748,710 and dropped in 1954 
to 56,031,700, a drop of 12.3 percent. 

Well, I know that it is difficult and the State Department states 
that import quotas are hard to administer and so forth, but when you 
have a dumping program, as this residual program is a dumping pro- 
gram, that is killing off the coal industry and we know it is killing off 
the coal industry, because these people like Edison are equipped to use 
either the fuel oil or coal that they can acquire the cheapest, they 
always acquire the residual oil and it displaces our coal orders. Our 
coal people know that. It looks like it is only reasonable that this 
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committee give us some relief, and I plead with you when you go to 
write up this bill to amend it and take care of the coal by placing im- 
port quotas on the amount of this residual oil that can come into this 
country. When you do that, I feel that you will be building up the 
defenses of this country because there are mines closed down within 
the last year that it will take a year to open up. I do not think we 
ought to sit by and let this ub industry go to destruction without 
moving in on it, and I feel the way to do it is to start now by placing 
import quotas on the residual oil. 

Mr. Chairman, I thank you for the opportunity of appearing, and I 
ask that my statement be inserted in the record along with my ex- 
temporaneous remarks. 

The Cuarrman. It is so ordered. 

(The statement referred to is as follows :) 


STATEMENT OF CONGRESSMAN CARL D. PERKINS, SEVENTH DistTRIcT OF KENTUCKY 


Mr. Chairman, members of the committee, economic conditions of the postwar 
period are quite different from those of the days in which the original Reciprocal 
Trade Act was passed. Today we have approximately 4 million people unem- 
ployed and certain industries are in critical shape. For example, the coalfields 
of eastern Kentucky, which includes the major portion of the district which I 
represent, are in a very serious economic condition. More than 33 percent of the 
miners in that area are unemployed and have been unemployed for almost 18 
months. 

The Louisville Courier Journal reports as of January 21, 1955, that coal-pro- 
duction tonnage dropped in 1954 from the very low rate of 1953 as follows: 


| 
| | Percent 
1953 | 1954 | drop 


| 


Big Sandy field 12,250,810 | 10,300,550} 15. 

PMO 5. ok steeercnkssviain b tcksh seach aoe deea tee | 6,209,750} 5,714,450 | 8. 

Williamson, Hazard, Big Sandy, Kanawha, and Logan fields. - .-- -| 63,748, 710 | 56,021, 700 | 12, 
! | 


8 
0 
3 


The national production totaled only 392 million compared to 457 million in 
1953 and almost 600 million tons each year during World War II. 

One of the major reasons for this high rate of unemployment is the dumping 
of residual oil on the east coast by Venezuela and other oil-producing countries 
to compete with our domestic coal. This residual oil is a byproduct with the 
volume depending on the process used to refine the oil. In areas where they use 
old or obsolete machinery, the volume is very great. This is particularly true 
in Venezuela and the increased imports of residual oil have created a serious 
unemployment problem in the coalfields. 

For the year 1954, the imports of residual oil amounted to approximately 
350,000 barrels per day or the equivalent of 90,000 tons of coal each day. Witha 
daily coal production approximating 1.1 million tons, this amounts to oil imports 
equivalent to 8 percent of our national coal production. The Reciprocal Trade 
Act which you now propose to extend prohibits any action that would stop this 
increased importation of residual oil. I believe in free trade and am in accord 
with the general principles of the Reciprocal Trade Act. However, free trade 
should not be considered as a license for special interests to dump byproducts 
into this country at the expense of one of our essential industries—coal. This 
basic industry must be given an opportunity to survive and a limitation on imports 
of residual fuel oil is a necessary step for that opportunity. 


Mr. Perxtins. Thank you. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenxrns. About the Big Sandy territory, what counties does 
that take in? 
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Mr. Perkins. Floyd County, Pike County, Martin County, Johnson 
County, and part of Magoffin, about half of Magoffin County, and part 
of Morgan. 

Mr. Jenkins. That coal all comes out to the railroad or to boats 
that carry it to the Ohio River? 

Mr. Perkins. That is right, the C. & O. 

Mr. Jenxins. In other words, that territory up there extends for 
about 150 or 200 miles with coal mines on all sides of the rivers and the 
railroad up and down that whole valley. 

Mr. Perkins. That is exactly right. 

Mr. Jenkins. Let me ask you this: Is it not true that the coal 
supply there as yet is abundant and that the equipment is modern? 

Mr. Perkins. It will last for hundreds of years, billions of tons. 
It is estimated by the engineers that we have the best metallurgical 
coal, which is the sad part about this. Not alone do we have the best 
metallurgical coal but all the types of heating coal and all grades. 

Mr. Jenkins. Another thing that you pomt out that most people 
do not know about as fellows like us who have worked around mines 
do know, and that is that no property depreciates as fast and as com- 
pletely as an idle mine. 

Mr. Perkins. That is correct. 

Mr. Jenxrns. And a man can have half a million dollars invested in 
a mine and if it is closed down for a year he has to start over again? 

Mr. Perrys. That is right, and when these mines close down, it is 
a breaking proposition, and that is why so many of the coal operators 
lave gone bankrupt in the last year 

Mr. Jenkins. That is all. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Perktns. Thank you. 

The CuarrmMan. The next witness is our colleague Hon. Daniel J. 
Flood. Mr. Flood, we know you well but for the record will you fol- 
low the customary procedure and identify yourself. 


STATEMENT OF HON. DANIEL J. FLOOD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Fioop. Mr. Chairman, I am very grateful to you, and the Com- 
mittee on Ways and Means of the House, for per mitting me the oppor- 


tunity of presenting this testimony at your hearings today in connec- 
tion with H. R. 1. 


I am speaking as well in support of my own bill entitled “To 
establish quota limitations on imports of foreign residual fuel oil,” 
which provides as follows: 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3422 of the Internal Revenue 
Code (relating to tax on imports of petroleum) is amended by inserting “(a)” 
immediately before “Crude petroleum”, and by adding at the end thereof the 
following new subsection: 

(b) The total quantity of residual fuel oil (including residual fuel oil for 
bunkering vessels at United States ports) which may be imported into the 
United States in any calendar quarter of any year shall not exceed 5 per centum 
of the domestic demand for residual fuel oil for the corresponding calendar 
quarter of the previous year, as determined by the Bureau of Mines. The quotas 
established under this subsection may not be modified or suspended by the 
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operation of foreign trade agreements or otherwise, except that the President 
may modify or suspend any such quota for any period in which he finds that the 
domestic production of residual fuel oil and coal, supplemented by the amount 
of imports permissible under such quota, is insufficient to meet the Nation’s 
requirements for those products.” 

Sec. 2. The amendment made by the first section of this Act shall apply only 
with respect to calendar quarters beginning more than thirty days after the 
date of the enactment of this Act. 

On several occasions I have appeared to discuss this same matter in 
the House, and I find again that the representative of the international 
oil groups before this body, present very much the identical argu- 
ments as we have heard time and again. Concerned almost entirely 
with what is in it for them and excess profit, but no concern is evi- 
denced for the economy of this Nation. The result is, that these in- 
terests continue to flood our east coast markets with more than 50 
percent of all of the residual fuel oil exported from Venezuela and 
Dutch West Indies. 

I represent the 11th District of Pennsylvania, comprising Luzerne 
County with the principal city as Wilkes-Barre, located in the very 
heart of the great anthracite coalfields of northeastern Pennsylvania. 
I state unequivocally at this time, that the residual fuel oil imports 
is an outright displacement of coal. Not only the competition with 
domestic liquid and gaseous fuels, with dozens of years of adequate 
coal reserves underground with a dearth of markets for this product, 
with unemployment rampant in the coalfields, at the economy distress, 
but now this industry must face the dumping of this unnecessary 
foreign fuel. 

Any number of witnesses can testify to standing on the shorelines 
of our Eastern Central and Southern Atlantic Seaboard States and 
watching tankers in flames off our coast, sunk by German submarines. 
That should be the end of the claim of these importers of fuel oil, 
that this source is essential in time of war. Time and again these 
importing fuel oil people have indicated a concern about our problems 
and have promised that they would voluntarily impose restrictions 
of these imports on themselves, but as a matter of fact the volume 
of these fuel imports have increased 75 percent, and further it is the 
duty of the Government of the United States constitutionally to act 
upon this problem and not to rest upon the broken reed of a group 
existing as y for excess profit. 

This Government has issued Presidential directives time and again 
with notices to all Government agencies that its sovereign heart bleeds 
for the coal-producing areas of America, and yet there is this in- 
explicable reluctance to place a quota limitation on residual fuel oil 
imports. 

have before me a copy of the resolution on competitive fuels 
adopted by the board of directors of the National Coal Association 
which met in Washington in December of last year, dealing with this 
question of the improper importation of residual fuel oil. I am ad- 
vised this document has already been inserted in the record. Under all 
the circumstances, we seek only as indicated in my bill as set forth 
above these quota restrictions, which in themselves will not solve the 
roblem, but at least will bring some aid and assistance to a sick 
industry, and prevent this knife in our back from at least being 
twisted. 
57600—55—pt. 1——__84 
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I point out that this foreign residual fuel oil has flooded the in- 
dustrial markets of this country, which historically has been served 
by coal. I have here an article from the New York Times, stating 
that 128 million barrels of this foreign residual oil was imported in 
this country in 1952. I have had this figure translated into tons of 
coal by experts from my area, and I am advised the energy value of 
this imported oil would equal 31 million tons of coal. At the same 
time, the best estimates that I can get for 1955 indicate that in excess 
of 39 million tons of our coal will be displaced by this residual fuel 
oil, unless Congress takes some action on my proposed law, or a quota 
restriction of similar nature. I point out that this oil is simply the 
waste product after the best part has been removed from crude oil. 
The result is, there is no yardstick or measure for its prices what- 
soever and the prices whatever they can get on the market will bear 
and they cannot lose. 

And yet, thousands of my coal miners of the hard-coal fields are out 
of work, and those that are working are working 1 or 2 days a week, 
and yet these oil tankers are supplying our competitors with this cheap 
waste production. The anthracite coal industries and the anthracite 
coal miners and their families cannot survive on statistical tables, or on 

romises held out by the Government for their future welfare. If the 

eart of this great Government bleeds to the extent that everyone here 
says it does, for the anthracite industries and the people of northeast- 
ern Pennsylvania, then for heaven’s sake I would like to see some 
evidence of it in the perfectly fair—and perfectly decent—and per- 
fectly honest request which I make to have these quotas imposed on this 
residual fuel oil import. 

The President’s message to Congress on his foreign economic policy 
is totally unacceptable to the coal industries. The anthracite coal in- 
dustries realize that its only hope for protection against cheap foreign 
competition lies with the Congress, regardless of what Government 
commissions report, the hard fact remains that the coal industry suffers 
severe losses to foreign residual fuel oil, and that fact is inescapable. 
I have on my desk a 2-foot-high stack of Government reports of the 
remarkable headway other countries have made with their economy 
programs with the assistance of the United States since the end of 
World War II, with particular reference in many of these reports to 
the basic industries of the enumerated nations. 

Mr. Chairman, I know that anthracite coal is a basic industry of 
the United States of America, and I also know that all the Government 
agencies put together cannot file such a favorable report for us, and 
we are located less than 300 miles from this very chair I am sitting in 
this morning. 

Mr. Chairman, I ask for this imposition of quota limitations on these 
residual fuel oil imports, because only through such action can coal 
compete with this cheap waste fuel produced in foreign refineries and 
dumped on our shores at whatever price is necessary to undersell our 
American coal. 

I understand fully the great pressure upon this committee and the 
demands made upon its time to present evidence on this bill and re- 
ciprocal trade agreement problem generally. It is because of this, I 
again express my appreciation for your permission to allow me to 
speak in support of my bill. 
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The Cuarrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

Mr. Fioop. Thank you, Mr. Chairman. 

The Crarrman. Next on the calendar is Congressman Winfield K. 
Denton, of Indiana. 

Mr. Denton. I have a constituent here who has to catch a train and 
he is slated to follow me. I would consider it a favor if you would 
let him go first and me next. 

He is Alfred Kiltz, and he is next on the list. 

The CuarrmMan. We would be glad to do that. I understand from 
the other witnesses listed ahead that it is agreeable for Mr. Kiltz to 
go ahead of them. 

Mr. Kiltz, will you please come up? For the record, will you please 
give your name, address, and the capacity in which you appear. 


STATEMENT OF ALFRED A. KILTZ, PRESIDENT, INDEPENDENT OIL 
PRODUCERS & LANDOWNER’S ASSOCIATION OF INDIANA, ILLI- 
NOIS, AND KENTUCKY 


Mr. Kinrz. My name is Alfred A. Kiltz, of Evansville, Ind. I am 
president of the Independent Oil Producers & Landowner’s Associa- 
tion of Indiana, Illinois, and Kentucky. I am a director of the Illinois 
Oil & Gas Association; the Indiana Oil & Gas Association; a member 
of the governor’s oil advisory committee of the State of Indiana and 
of the regulatory practices committee of the Interstate Oil Compact 
Commission. I am also chief counsel of the Farm Bureau Oil Co., 
Inc., and the petroleum department of the Indiana Farm Bureau 
Cooperative Association, Inc., of Mount Vernon, Ind. These 2 com- 


=— eve 300 miles of crude-oil gathering lines throughout In- 


iana, Illinois, and Kentucky; purchasing about 20,000 barrels of 
crude oil per day from independent producers. They refine about 
10,000 barrels per day, selling their excess of crude purchased over 
refinery requirements to other refiners of the Midwest. They operate 
a 230-mile finished-products pipeline to central and northern Indiana, 
and furnish more finished petroleum products to the farm than any 
other company in Indiana. These companies are strictly farmer- 
owned and have always depended for crude supply upon oil produced 
in Indiana, Illinois, and Kentucky, by edapetant producers. They 
have worked closely with independent operators during the last 15 
years, making available materials and equipment; loaning independ- 
ents about $20 million for operations and development; buying their 
crude oil and extending the pipeline facilities. Most of the crude of 
our area has been discovered by independent wildcatters. 

Eight years ago, the Tri-State Basin was producing about 500,- 
000 barrels of crude oil daily; the price was stable and there was no 
difficulty in disposing of crude oil in excess of local refinery require- 
ments. In fact, the obtaining of crude oil was upon a competitive 
basis. 

Today, strange situations are developing in the basin, a thousand 
miles from any seacoast and in the heart of America’s bread basket. 
This Tri-State Basin now produces only 264,000 barrels of crude oil 
per day as compared to the former 500,000 barrels, or only 4 percent 
of United States production; yet, we are told that we must prorate 
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production because we are flooding the market with crude. When 
the absurdity of this is pointed out, we are told that fabulous new 
new supplies from the Northwest are flooding into our Middle West. 
We investigate and find that Colorado, Nebraska, Montana, Wyoming, 
and North Dakota have a combined production of only 483,000 bar- 
rels per day or 74% percent of the United States total. We made a 
factfinding trip to the Northwest during the latter part of last June 
and determined that it could not be this area’s production which was 
causing distress in our Tri-State Basin. 

The situation has become steadily worse with independent. oper- 
ators being unable to make pipeline connections for their new wells, 
even though such wells might be located within a few feet of an 
existing gathering line. Independents must be able to sell their oil 
in order to obtain loans with which to continue development and 
wildcatting. 

Upon last July 1, one of the principal pipeline companies purchas- 
ing oil in the Tri-State Basin, prorated all gatherings and purchases 
down to 70 percent of June runs. Upon the following July 9, an- 
other principal pipeline purchaser and gatherer of crude in the area 
did not prorate, but reduced the price of crude 12 cents per barrel, 
from $3.02 to $2.90. This disturbed the entire financial structure 
of the independent producers; the drilling of development and wild- 
cat wells immediately began to drop off. Drilling rigs were stacked 
or made an exodus from the basin. Mass meetings were held by in- 
dependent producers. Farm Bureau, the only remaining large pur- 
chaser of independent crude trying to hold the line against proration 
and price reduction, was besieged with pleas to take on connections; 
but its own tanks were full and crude oil could not be moved and sold 
to other refineries normally purchasing Farm Bureau’s excess crude 
oil. The use for Tri-State crude had suddenly dried up. Imports 
of foreign crude through faraway seaports were supplanting the crude 
oil of our Tri-State area. 

During the middle of last July, I was sent to Texas by our inde- 
pendent producers and there advised with Gen. Ernest O. Thompson, 
chairman of the Texas Railroad Commission—in our opinion the 
leading authority in the world today upon oil. He advised that he 
had obtained the promises of major importers that there would be 
a voluntary regulation of imports; that all States should cooperate 
in prorating production until the situation had adjusted itself; that 
the difficulty would all be over in 6 weeks and normalcy would be 
restored; and everything would rapidly fall into balance. This in- 
formation was delivered to a meeting of independent producers of 
Indiana, Illinois, and Kentucky, July 23, 1954, and they agreed to 
voluntarily prorate production, if necessary, to help the situation. 

That was July 23—not 6 weeks ago—but 6 months ago. Instead of 
imports being voluntarily regulated, as promised, they have steadily 
increased to the alarming figure of 1,443,000 barrels of crude and 
products per day. General Thompson apparently foresaw this as 
early as last September 23 when he said in a speech at Evansville, Ind. : 

If we let the importers dry up the lifeblood of domestic production inthis 
country, then the responsibility must be upon those men. They may perhaps 


be great corporate officials, but the question has come right down to this point 
today : Is there loyalty greater to their stockholders than it is to America? 
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I might add that the applause was loud and prolonged. A 

Interviewing the general last week, January 19, in Dallas, his simple 
statement was, “All promises have been broken.” 

We now know what has happened to us in our tri-State basins. Im- 

orts of foreign crude during December to the east coast of the United 
States alone amounted to 649,000 barrels per day of which 240,000 
barrels per day were from the Middle East and the balance from 
Mexico and South America. The east coast refines 1,013,000 barrels 
per day. Thus, there has been a 64-percent displacement of American 
crude with foreign crude upon the east coast. A major portion of 
needed crude formerly moved from the Southwest spout the gulf 
and Atlantic seaboards by tanker to eastern refineries. Today, it is 
being moved by river barge and pipeline into our Middle West. It is 
crude hunting a new home with all the attributes attached thereto and 
we have been unable to compete with it. 

More and more independent drilling rigs are shutting down in 
Indiana, Illinois, and Kentucky. Lending institutions, which finance 
the independent operator, are taking another look before lending. 
Pipeline connections are more difficult to make. Excess crude over 
refining requirements cannot be disposed of. As of this coming Feb- 
ruary 1, Farm Bureau is ceasing to buy and disconnecting 2,000 barrels 
per day of crude being produced by independent operators—the tanks 
are full and there is no alternative. Can they sell to someone else? 
Can they stay in business? The future only holds the answer. Last 
week identical resolutions of bipartisan authorship were passed unani- 
mously by both houses of the Indiana General Assembly as follows: 


The national oil and gas policy adopted in January 1949 and endorsed by the 
independent oil producers of Indiana and of the several other oil-producing 
States recognizes as a basic objective the assurance that the United States shall 
have an adequate and available domestic supply of petroleum products for all 
peacetime and emergency requirements. 

The first fundamental principle of the national oil policy, formulated by the 
National Petroleum Council, states that due consideration should be given to the 
development of foreign oil resources but the paramount objective should be to 
maintain conditions best suited to a healthy domestic industry which is essential 
to the national security and welfare. 

The national oil policy further states that petroleum imports should serve to 
supplement and not supplant domestic supplies and not retard necessary domestic 
exploration and development efforts. This is a sound policy. Adherence to this 
policy is essential to our national well-being, security and expanding strength 
as to oil. 

This accepted policy provides a place for petroleum imports and an oppor- 
tunity for healthy foreign trade. 

The continuation of present excessive foreign imports of oil violates that 
policy. Wasteful inventcries have accumulated and production has been sub- 
stantially curtailed in Indiana as well as in other oil-producing States. Fair 
and equitable relationships between imports and domestic production are not 
being maintained. The independent producer of oil and gas has been thrown 
into a serious economic situation and ultimately will be forced to abandon all 
exploratory and producing operations. This would be a serious threat to and 
could cause present oil and gas known and proven reserves to be used and ex- 
hausted. Exploration and the continued search is necessary to maintain a 
reserve replacing the requirements for daily demands and consumption. These 
are perilous times in America. We are living in an era of the hydrogen bomb. 
Our continued existence as individuals and as a nation depends upon our ability 
to build and fu@ the weapons of war. In this race for survival, the domestic 
oil industry is the backbone of the defense of our Nation. 

Two world wars have proven this beyond any possible doubt. The importance ® 
of domestic oil in any future wars is evidenced by the fact that our defense 
planners recognize the logistical problems of moving imported oil by sea during a 
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time of war. Let the American people make no mistake as to the basic issue 
now involved: a healthy capable domestic oil industry or the false and uncertain 
security that lies in the reliance on foreign oil : Therefore be it 

Resolved by the Senate of the Indiana General Assembly: 

Secrion 1. We urge the Congress of the United States to recognize this situa- 
tion affecting an important industry of our State and its economic well-being 
and that some measure of limitation on the import of foreign oil should be 
enacted as a part of H. R. 1, the extension of the Reciprocal Trade Agree- 
ments Acts in order to maintain a healthy domestic oil industry. 

Sec. 2. The clerk of the senate shall transmit a copy of this resolution to 
each Member of the United States Congress and Senate from Indiana and one 
copy to the clerk of the House Ways and Means Committee, Washington, D. C., 
and that a copy be sent to all governors of the various States together with 
the request that their States adopt similar resolutions. 

We feel that what is happening to us can and will spread with like 
results over the entire Nation unless the floodgates are at least par- 
tially closed upon foreign crude. We, of the tri-States of Indiana, 
Illinois, and Kentucky, are presently witnessing the exodus, retire- 
ment, and disappearance of the independent operator and wildcatter 
who has found 80 percent of America’s crude reserves. If we become 
dependent upon foreign crude and that oil is suddenly denied us, if 
we suddenly need more oil from and for America, the independent 
wildcatter simply won’t be around any more. Born with Drake’s 
well upon Oil Creeks, Pa., in 1859, growing into full stature and fur- 
nishing America’s petroleum needs in peace and in war, he will have 
passed from the scene as an American institution and the frantic trum- 
peting of Gabriel’s horn will not bring about his resurrection. 

The Cuatrman. Does that complete your statement ? 

Mr. Kitz. Yes. sir. 

The CHatrrman. We thank you for your appearance and the in- 
formation given the committee. 

Mr. Kirrz. Thank you. 

The Cuarrman. Mr. Denton, do you wish to appear now? 

Mr. Denton. I would like to. 

The Cuarrman. All right. Please give your name, address, and 
the capacity in which you appear, for the record. 


STATEMENT OF HON. WINFIELD K. DENTON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF INDIANA 


Mr. Denton. I am Congressman Winfield Denton, representing 
the Eighth District of Indiana. I want to thank the chairman and 
members of this committee for their courtesy in granting me time 
to appear here today and express certain views of mine with regard 
to the extension of the Trade Agreements Act. 

First, let me say that I am emphatically in favor of the reciprocal 
trade program, and always have been. I know the advantages to 
this country of easy and friendly trade with other nations of the world 
and what such trade does to enhance our position in international 
affairs; and I would not in the slightest way want to cripple our 
progress toward the long-range objectives of the reciprocal trade 
program. 

But I am here today on behalf of the workingmen of the coal in- 
dustry and the independent oil operators, who have already suffered 
*considerable distress, and face still more critical injury from the 
operation of the Trade Agreements Act in its present form. Yet, I 
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believe the serious and sincere grievances of these important groups 
in our national economy do not oppose the original and legitimate 
aims of the reciprocal trade policy. 

I have, of course, heard the common expression that “everybody 
favors reciprocal trade—but wants some one item or industry pro- 
tected.” I hope I am not guilty of such a charge; and I believe that 
the well-being of our domestic oil and coal industries is of such 
peculiar and far-reaching importance to the national security that it 
can be considered almost in a category apart from the question of 
trade policy. 

At the end of World War I, this country was importing crude 
and refined oil products at the rate of slightly more than 300,000 
barrels a day. ae that time, oil production in the United States 
has been curtailed and restricted, without a corresponding reduction 
in oil imports, so that, for the past 2 years, total oil imports have 
been at a rate in excess of 1 million barrels a day—more than 3 times 
the rate at the end of World War II. Estimates of the imports 
situation for the early months of 1955 show that oil may now be com- 
ing in at the rate of a million and a quarter barrels a day. And, 
where oil imports supplied 5 percent of the United States market 
prewar, they now are taking up about 15 percent of the market in 
this country. 

A very significant part of the oil products imported is made up of 
residual oil, or heavy fuel oil. Being the last byproduct of the re- 
fining process, which operates at very low cost in certain foreign areas, 
this residual oil can be “dumped” on the east coast of the United 
States at prices so low that it easily displaces coal in the market for 
industrial fuel—pushing coal aside at the rate of 1 ton for every 4 
barrels of residual oil. 

This fuel oil was being imported at the rate of 45 million barrels a 
year at the end of World War II, and the influx has steadily increased 
until it nearly tripled last year at 131.8 million barrels, which took 
up about a quarter of our domestic market for residual oil. The coal 
equivalent of the oil imported in 1954, if this coal could have been 
produced for the market, would have meant jobs for 24,000 American 
coal miners. 

I might go on reciting figures of this sort, but I expect that other wit- 
nesses will have amply supplied the committee record. By now, I 
don’t think there can be much doubt of the severe impact that oil im- 
ports cause in our domestic market for both oil and coal. What I 
want to emphasize is the serious effect that excessive importation of 
oil will have on the national security and our international position, 
in the long run. 

The oil industry is of such a nature that it cannot maintain stable 
production or meet normal increases in demand by depending on exist- 
ing supply sources. It must constantly seek new fields and prove up 
new reserves. This requires continuous exploration and discovery 
operations, which, as is well known, involves the drilling of many “dry 
holes” for the finding of a few good producing wells. Many risks of 
money and effort go into the development of even a 1 percent increase 
in the United States oil production, or, for that matter, merely the 
holding of the existing level of output. 

Experience in this country has shown that more than 75 percent of 
the wildcat wells are drilled by independent operators, and that these 
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independents have discovered probably an equal percentage of new 
oil reserves. ‘These men are the real pioneers in the industry, and their 
ranks are the source of the initiative and enterprise that must con- 
stantly be employed to keep up and improve productive capacity. 

But they must be able to sell what they find, to raise capital to go 
and find more. Unlike the giants of the oil industry, the independent 
operators cannot go into lush foreign fields to reap profits which can 
set off the risk and cost of bringing in new production in this country. 
They cannot hedge operating costs by shipping in cheaper foreign oil. 
And the more of such oil that is imported, the less the independents are 
able to sell on the home market. 

So long as imported oil is in heavy supply, domestic wells are sharply 
prorated, and the allowable production per well continues to be re- 
duced. These two fuctors—the curtailment of the market for domes- 
tic oil resulting from excessive imports, and heavy proration made 
possible by imports—combine to destroy the independents’ incentive 
and financial ability to continue exploration for new wells. If no 
remedy of this situation is provided, the result will soon be a serious 
cut in production capacity, for the independents who make the vital 
new discoveries of oil reserves will be driven out of the industry. 

This is not a matter that can be put aside until the appearance of 
some grave national defense emergency. Proven reserves and pro- 
duction capacity must be kept always ready to be thrown into use as 
soon as any war might break out. Practically speaking, almost no 
new oil capacity can be developed once we should become involved in 
a military emergency, for materials and manpower are drained off 
to meet more immediate needs. 

Rear Admiral Biggs, of the Munitions Board Petroleum Commit- 


tee, who appeared before the House Small Business Committee in 
June 1949, said that the military authorities are concerned over con- 
servation of petroleum reserves in the ground in those areas repre- 
senting the greatest probable accessibility during war. However, 
the admiral emphasized : 


* * * first consideration for preparedness must be in a high level of developed 
production in those areas. Oil reserves that must be developed after the start 
of a war will probably contribute only minor quantities to that war effort, but 
shut-in production is an immediate military asset. 

Most of our oil imports now come from Venezuela and the Middle 
East. Any: enemy submarine activity in the Caribbean Sea would 
make it difficult for us to continue bringing in oil from Venezuela 
in time of war, and the great ocean distances separating us from the 
Middle East would make imports from that area all but impossible. 
Further, as Admiral Carney, now Chief of Naval a sane omy told 
the Petroleum Subcommittee of the House Armed Services Com- 
mittee in January 1948: 

* * * the Middle East oil is vulnerable from the military standpoint under 
any cirmcumstances. The fields are vulnerable to attack; pipelines and pumping 


stations are vulnerable to sabotage and attack ; and I think we would be assuming 
too much to insure full availability of the capabilities and capacities of Middle 


East oil * * *,. 

I think from that it should appear that we must take every pre- 
caution to avoid any dependence whatsoever on outlying forei 
sources of oil for defense and military needs. And to maintain the 
health of our domestic-oil industry, the only sure supplier in time 
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of emergency, we must avoid undue damage to it from imports at 
any time. Not even the strongest advocate of free trade will say 
it should be achieved at the expense of national security. 

As to the matter of proration of oil production, which complicates 
the import question, I can only say that some such system is certainly 
essential for the conservation and planned use of a vital national 
resource. But, if proration of oil production is good for the United 
States, it should be good for Venezuela and the Middle East. Actually, 
their economies are so heavily dependent on oil production that they 
should have even a greater interest in its careful conservation than 
we have in our own. 

In the practical sense, it is not good policy in the long run for 
the United States to maintain a trade program which encourages 
American companies to exploit and excessively drain away the natural 
resources of these other countries. We want the friendship of their 
people not only for now but for years and decades ahead. We do 
them no real service now by taking great quantities of the oil they 
are sure to have need of 25 or 50 years from now. Heavy American 
imports of oil may lend a flush of prosperity that is a temporary 
advantage to the Latin American and Arab countries, but it is wrong 
for us and harmful to them, in the long run. 

Gentlemen, I have endeavored to show the weakness of our present 
trade program, as relates to oil, in the light of international policy 
and our national security. 

I now offer the following proposals for your consideration while 
deliberating on H. R. 1: 

(1) That United States imports of crude and refined oil be restricted 
to a quantity not to exceed 900,000 barrels per day ; 

(2) That United States imports of residual fuel oil, or similar 
heavy oil, be restricted to a quantity not to exceed 5 percent of the 
total permitted crude and refined-oil imports ; 

(3) That if, prior to the expiration of the Trade Agreements Act, 
as extended, international policy considerations should make it im- 
perative that the United States afford a market for greater quantities 
of crude and refined oil than stipulated under the first and second 
proposals above, the proper authorities of the executive oe pore 
shall be authorized to purchase, for national defense stockpiling pur- 
poses, additional amounts of these items, or either of them, insofar as 
feasible; 

(4) That the committee urge as strongly as possible upon the Chief 
Executive the advisability of seeking international agreement, among 
interested nations, upon the proration of oil production in the interest 
of mutual security. 

Again, may I thank the committee for the privilege of appearing 
before it on this matter, and express the hope that my remarks may 
be of some value in its deliberations. 

The CHatrman. We thank you, Mr. Denton, for your appearance 
and the information given the committee. 

Are there any questions? Mr. Baker will inquire. 

Mr. Baxer. Congressman Denton, you offered a solution of an 
import quota not to exceed 900,000 barrels a day. Where did you 
get that figure ? 

Mr. Denton. I do not know. It is 1 million barrels now. 

Mr. Baxer. I did not hear you. 
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Mr. Denton. I say it is 1 million barrels a day now. It is expected 
to go up to 1,250,000 barrels. I took that figure, I do not want to say 
out of the air, but I thought that would be a fair figure to limit it to. 
Probably it should be limited to less, I would say. The residual oil, 
I propose that that be cut down to 5 percent of the amount. It is 
now 30 percent of what is coming in. 

Mr. Baxer. How much did you say? How many barrels a day for 
the last year? 

Mr. Denton. About 1 million barrels a day now. The import of 
crude products is about 1 million barrels a day. It came up from 
around 300,000 barrels. 

Mr. Baker. You mean about 1 million barrels a day now? 

Mr. Denton. Yes. It is expected to go up to 114 million barrels. 
It keeps getting more all the time. 

Mr. Baxer. Ordinarily, the quota theory is based on a certain per- 
centage of the domestic consumption of last year. 

Mr. Denton. That would be perfectly agreeable to me, that per- 
centage basis. I just offered this as a recommendation, but the per- 
centage that we talked about the other day, that would be agreeable 
to me. 

Mr. Baxer. I still do not see how you arrived at the 900,000-barrels- 
a-day figure as a cutoff place. 

Mr. Denton. I took that figure because I think it is about 10 per- 
cent, is what it runs. 

Mr. Baker. Of consumption ? 

Mr. Denton. Of consumption. It runs about 8 to 9 percent of 
consumption. 

Mr. Baker. I figured that to be around 8 or 9 percent. 

Mr. Denton. Yes. 

Mr. Baxer. Thank you. 

The Cuatrman. We thank you again, Mr. Denton, for your appear- 
ance and the information given the committee. 

Mr. Denton. Thank you, gentlemen. 

The Cuatrman. The next on the calendar is Mr. Stark Fox, execu- 
tive vice president, Oil Producers Agency of California. 

For the record, will you give your name, address, and the capacity 
in which you appear ? 


STATEMENT OF STARK FOX, EXECUTIVE VICE PRESIDENT, OIL 
PRODUCERS AGENCY OF CALIFORNIA 


Mr. Fox. I am Stark Fox, of the Independent Oil Producers 
Agency, Los Angeles, Calif. I am here in the absence of Mr. Stock- 
man. 

The CuarrmMan. You are recognized. You may proceed. 

Mr. Fox. My name is Stark Fox. I am executive vice president of 
Oil Producers Agency of California, and on this occasion I am repre- 
senting that organization and the San Joaquin Valley Oil Producers 
Association and the Independent Oil Producers Agency of California. 
These three organizations are associations of independent producers 
in the State of California. 

The California associations in whose behalf this statement is made 
are convinced the importation of foreign petroleum at current rates 
poses a serious threat to the welfare of the domestic oil industry. An 
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even greater threat is found in the trend of ever-increasing import 
rates, as disclosed by all available evidence. 

California producers are aware of the sincere and exhaustive efforts 
that have been made within the industry itself to arrive at reasonable 
import rates. They are also aware that those efforts have been un- 
availing. They know that a strong, healthy, growing domestic oil 
industry is vital to the Nation’s welfare and security, and that con- 
tinuing increases in the volume of imported petroleum inevitably 
weaken that industry. 

They, therefore, concur in and support the principle that importa- 
tion of petroleum must be limited to reasonable rates under authority 
of law, and that the Congress, in the public interest and in the interest 
of the Nation’s security, should enact such legislation. 

That is the shortest statement today. 

The Cuatrrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Fox. Thank you. 

The Cuarrman. Mr. R. L. Foree. The Chair is advised that Mr. 
Foree requests permission to insert in the record the statement of Mr. 
Jack Woodwark president, Texas Independent Producers and Royalty 


Owners Association; is that correct ? 
Mr. Forer. Yes, sir. Thank you very much. 
The Cuarrman. The statement will be included in the record. 
(The statement referred to is as follows :) 


STATEMENT OF JACK WoODWARD, PRESIDENT OF THE TEXAS INDEPENDENT PRoO- 
pucERS & RoyaLty OWNERS ASSOCIATION, AUSTIN, TEX. 


Mr. Chairman, gentlemen of the committee, I am Jack Woodward, of Dallas, 
president of the Texas Independent Producers & Royalty Owners Association. 
In that capacity I am here representing the more than 4,000 independent 
producers and royalty owners of petroleum and natural gas in the State of 
Texas who comprise TIPRO. 

My particular assignment in presenting testimony before this committee is to 
try and show in the fewest possible words why, in the interest of a domestic 
industry which is vital to both our national security and economy, H. R. 1 
should not be passed in its original form. 

Granting the good intentions of those who have been allowed to author this 
measure in the name of the President, I believe it can be demonstrated that 
its net effect, unless amended, would be to sacrifice some vital domestic indus- 
tries in order to provide slightly greater dollar purchasing power abroad with 
which to increase the exports of a few other industries. It amounts to a horse 
trade in which industries like the domestic oil business are sacrificed to the hope 
of increased foreign markets for a few industries which overproduce domestic 
requirements. I believe, as a matter of fact, that this committee could easily 
determine to its own satisfaction that at least some of the industry promoters 
of this program to have America practice further unilateral tariff cutting are 
gentlmen who have confused their own private interests in foreign production 
and export markets with the national interest at a time when those interests 
do not coincide. 


A STRATEGIC NATURAL RESOURCE 


With reference to the particular industry I represent, that of petroleum, let 
it be made unmistakably clear that there is no opposition to whatever level of 
imports needed to supplement domestic production. We domestic independents, 
contrary to the impression some importing company representatives have tried 
desperately to leave with you, are not against—to quote one—“the encouragement 
of international trade along sound lines * * * to promote peace and progress 
in the world.” We ask of our Congress only that foreign trade policy which 
will deny imported petroleum a privileged position on the home market. We 
want the traditional American opportunity to compete on an equal basis with 
foreign producers for the United States market. 
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At the present time, and under this bill unless amended, domestic producers 
operate on a basis which soon will render this Nation dependent for its war- 
vital oil upon areas of the world on which we can rely safely only so long as 
we do not need that oil. There is available an abundance of evidence support- 
ing this. Witness the fact, for example, that foreign production continues a 
growth of about 8 percent a year, and already well exceeds foreign demand, 
while United States production, as opposed to capacity, is experiencing almost 
no increase. In 1954, for example, United States production experienced a 1.9 
percent decline over the previous year, as compared with a 9.2 percent hike 
for the Middle East area. 

Since the end of World War II United States oil imports have increased 
by about 200 percent while our exports have declined by more than 20 percent. 
Our imports today are about twice the average for as late as the 1949, and 
continue to mount almost daily. In terms of percentage of the United States 
market supplied by this imported oil, the increase since the war has been about 
100 percent, from 7 to about 15 percent. 

Oil imported by a few American companies with foreign concessions has been 
accorded the privileged position of first call on the domestic market, with output 
here being curtailed to make room for whatever level of foreign oil these com- 
panies find profitable to bring in. There is today in this Nation, principally in 
Texas, a reserve or shut-in productive capacity in the neighborhood of 2 million 
barrels daily; to the extent that this results from excessive imports, the health 
and vigor of the industry is jeopardized. 

Oil from some areas abroad can be imported into this market, on the basis of 
a reasonable return to all parties concerned, at an approximate $1 per barrel 
price advantage over domestic oil. That is to say that the domestic industry 
cannot remain healthy in open competition with vastly cheaper foreign produc- 
tion for the domestic market. Estimates of Middle East oil costs laid down in 
New York—including production costs, royalty payments, and transportation, all 
on a reasonable basis—are in the range of approximately $2.15 per barrel. The 
production costs alone for domestic oil considerably exceeds this cost, a price 
which cannot be reduced without putting marginal wells out of production and 
doing irreparable damage to our productive capacity, since some 70 percent of 
our Nation’s wells are marginal or stripper wells. The average United States 
oil well, producing less than 20 barrels daily, cannot compete with wells in the 
Middle East averaging 5,000 barrels daily and Venezuelan wells averaging about 
200 barrels daily each. Add to this the approximate 75 cents per barrel, which 
domestic oil pays to local, State, and Federal Governments in taxes and higher 
labor costs in general, and it is readily apparent that only a realistic limitation 
on imports can prevent the destruction of one of America’s largest and most 
defense-vital industries. 

Opposition to limiting petroleum imports to a tariff which is designed simply 
to restore a competitive relationship between domestic and foreign production 
eannot soundly be based upon the contention that such policy conflicts the 
“trade-not-aid aims” of our allies. Oil, unlike other commodities in the main, 
is imported by American companies. (Only 20 percent of total United States 
imports is imported by American companies, with oil accounting for most of 
such imports.) Our allies, therefore, are not the principal beneficiaries of our 
attempts to absorb all the low-cost foreign oil which proves excessive to foreign 
demand. Source countries receive no more than 50 percent of the net profits 
shown on these companies’ books from their production operations abroad. If 
the objective of increasing foreign buying power is the motive for reducing 
tariffs or retaining inadequate tariffs on oil, the committee would be justified 
in considering oil an exception—all aside from the military grounds for provid- 
ing reasonable protection to a strategic industry. Only the prevention of exces- 
sive imports can induce these American companies to regulate their foreign 
expansion on the basis of foreign-demand expectation and cease to regard this 
market as a ready blotter to absorb profitably any and all their foreign excesses. 

In no realistic sense could a reasonable limitation on imported petroleum be 
said to conflict with the objective of reciprocity in trade among nations. Recent 
Commerce Department figures show that while imports of all commodities 
increased 4.2 times the prewar rates, oil imports grew by 13.5 times. Oil exports 
were increasing about five times. Furthermore, the recipients of our dollars 
for oil for the most part are among our poorest foreign markets; the notable 
exceptions are Venezuela and Canada. In connection with the argument that 
we have a responsibility to keep our doors open to any volume of Venezuelan 
oil, it should be noted that (1) oil accounts for 94 percent of Venezuela’s exports ; 
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(2) European countries have cut off one-fourth Venezuela’s oil to them, which 
this Nation has had to absorb; (3) Venezuela is increasing her imports not 
from us but from Burope; and (4) Venezuela restricts with high tariffs and 
quotas all United States goods which compete with her own production as a 
matter of principle. It should be noted, additionally, that without exception 
other industrial nations practice as a guiding policy the protection of home 
industries through tariffs and other far more stringent restrictions. The term 
“trade reciprocity,” like “trade not aid” and “free trade,” are therefore without 
validity in the case of petroleum and would appear to be used by those with a 
vested interest in high imports as a mask to hide true motives. 

A limitation on petroleum imports can be justified, even as an exception to any 
contrary national trade policy, on the basis that a domestic oil industry operating 
at maximum capacity is vital to the defense of this Nation and the free world. 
Oil being a No. 1 munition of war, only a readily available supply at home can 
assure this Nation’s power to carry the war to the aggressor. Competent 
military authority exists for the assumption that oil in some areas now supply- 
ing a part of our domestic requirements will be inaccessible in time of greatest 
need. To the extent that we permit that production to supplant domestic pro- 
duction and reduce our search for new capacity at home do we render this 
Nation helpless to defend itself in war. 

I think it is unnecessary to call to your attention the particular interest of 
my State—Texas—in a level of imports which supplements rather than supplants 
domestic output. Since we account for some half of the oil produced in the 
Nation, upon us has fallen a large part of the burden of curtailing output when- 
ever imports are allowed to displace our oil. 

Texas operators have enjoyed virtually no part of the increased market dur- 
ing the past 5 years. For instance, we produced in 1954 less oil than in 1951, even 
though we had about 25,000 more wells in operation. During this same period 
imports increased by 26 percent, as compared with a 10-percent increase in 
domestic demand. In my judgment, there is no possibility that our industry 
ean long sustain a proper driling effort under these conditions. 

Other Texas witnesses, I believe, will give you a picture of what this means 
to the economy of Texas and to the financing of our State government which, 
incidentally, is largely dependent on production of this basic resource. 


EXPAND WORLD TRADE 


I submit, gentlemen of the committee, that the objective of “expanded inter- 
national trade” has too often been used as a convenient phrase to justify efforts 
of some powerful international business interests to provide markets for their 
surplus production, at whatever expense to other home industries having to 
absorb unneeded foreign goods in exchange. It is a matter of record, more- 
over, that increasing our imports does not necessarily result in expanded foreign 
markets for the goods of those with a vested interest in “freer trade” legisla- 
tion—which, by the way. more properly should be labeled “unilateral tariff 
cutting” legislation. If “expanded world trade” would solve their problems, 
it would already be solved. Even if we eliminate the influence of changing 
prices, world trade reached a volume in 1953 of nearly 25 percent above that of 
1950, and that in 1950 already had passed the previous alltime high of 1929. 

The President reported to Congress last year that “the industrial production 
of Western Europe is now running about 40 percent above 1938 and the volume 
of exports has risen by some 60 percent, while imports are only slightly above 
their prewar level.” 

Foreign nations are using much of that increased dollar purchasing power 
they get from exporting record quantities of goods here not to purchase more 
of our export goods sold by advocates of this bill, but rather to form the gold 
and dollar base for building their own production of the very items proponents 
of this bill want to sell them. 

One can search this bill vainly for any provision making for reciprocity on 
the part of foreign beneficiaries of inadequate tariffs here. Some proponents 
of this program have gone to great lengths to create the impression that it is 
America which practices restrictions on trade, when in fact we are among the 
few countries of the world today almost completely opening our doors to unre- 
stricted goods. 

In exchange for lowering our tariffs further or retaining present inadequate 
ones, we are offered only the nebulous assurance that our State Department 
negotiators “shall ask all nations with whom we trade to take similar steps in 
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their relations with each other.” For this hope, you gentlemen of Congress are 
being asked in effect to relinquish your constitutional authority over foreign 
trade in favor of an executive agency which has yet to demonstrate any great 
degree of concern with or understanding of the requirements of such vital 
domestic industries as oil. You are told that this authority will be used to 
reduce tariffs at will up to 15 percent during the 3-year extension of the so-called 
Reciprocal Trade Agreements Act. At the same time you are advised that these 
same interests who would increase our imports through reduced tariffs want 
you to give American companies operating abroad a 14 percentage point tax 
advantage over domestic operators, a deferral of tax on income until such time 
as they may bring those profits home, a special credit for foreign taxes as 
though paid when foreign governments see fit to exempt them, and a virtual ex- 
emption from antitrust laws regulating enterprise at home. Announced as a 
part of this overall program, too, ratification is asked of the General Agree- 
ment on Tariffs and Trade (GATT), an organization inspired by our State 
Department without benefit of congressional approval for placing tariff policy 
above and beyond Congress. 

Our objection rests not so much with proposals to increase subsidies for for- 
eign production through tax concessions, antitrust exemptions, and other induce- 
ments as with failure to recommend concurrent action to assure that the inevit- 
able increase in foreign production will not come into this market in competi- 
tion with adequate or surplus supplies from our necessary home industries. 

Since the 1931-35 period, when our average tariff protection on dutiable items 
was about 50 percent, we have “liberalized” our tariffs to the point that they 
approximate only about 12 percent, a 75-percent drop. As drastic as this was, 
especially since our allies were busy all the while raising their tariffs and other 
protective devices to record levels, it had no overall damaging effect upon the 
economy of this Nation. The reason is that these tariff cuts were made at a 
time when we were providing, with borrowed dollars, foreign and domestic 
purchasing power to absorb total goods output here, and there was no import 
problem. But what is sound foreign economic policy amid abnormal war pros- 
perity can be disastrous in more normal times. The fact that this policy served 
both the net national interest and some international companies during this 
period by no means establishes the point that what is good for those import- 
export interests will always be best for America. 


FUNCTION OF TARIFFS 


There is nothing unusual in our freer trade course of the past 2 decades. 
The United States, like all other industrialized’ nations, always has lowered 
tariffs amid prosperity, only to revert to necessary tariff protection for vital 
home enterprise upon the return of economic normalcy. Even a cursory exami- 
nation of American tariff history will reveal that foreign trade policy, like other 
economic policy, must change with conditions, and that any nation which tries to 
abolish protectionism in a protectionist world soon ceases to be a world power. 

The fact is that we are no nearer free trade today than at some 12 other times 
in our history, and the same things are being said on both sides today as through- 
out our history. 

Tariffs and quotas constitute no economic panacea, but no nation can refrain 
from employing them to protect important home industries in periods of world 
goods oversupply. There is not the slightest doubt that our tariffs will rise to a 
level more nearly approaching that of other industrialized nations as foreign pro- 
duction continues to rise. The great misfortune of America may be that some 
of our strategic home industries, such as oil, may be demolished before we set 
out to distinguish the net national interest from the interest of those companies 
looking for export markets and a home dumping ground for excessive foreign 
production. 

I believe, gentlemen, that Congress will be soon condemned of misreading 
history if it accepts this bill without providing some limitation on imports of 
such commodities as petroleum, where evidence exists that those imports can 
and will undermine vital home industries. Not even this great Nation can serve 
as the blotter to all the foreign goods that can be produced. 

Modern history records no nation which has developed a hard currency and 
risen to world leadership which did not practice that degree of tariff protection- 
ism necessary to preserve its vital home industries. Our great free-enterprise 
development has taken place under our traditional tariff system. It is not by 
coincidence that we never before have lowered our tariff barriers in the face 
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of a certain avalanche of cheap foreign goods. Even the 1934 Reciprocal Trade 
Act, an amendment to our basic 1930 Tariff Act, was not allowed to become 
operative in the direction of lower tariffs until war conditions in Europe created 
vast new demands for our goods and removed the threat of ¢heap imports. 

Nor is there a substitute for reasonable protectionism for vital industries, such 
as oil. As evidence of that we have but to consider the unsuccessful attempt 
made to convert our “emergency stockpiling” program into a vehicle for lessening 
demands of some industries for higher tariffs. 

Lest anyone be misled by the repeated claims that our international companies 
oppose competitive tariffs or quotas on grounds that they oppose “subsidies,” let 
it be recalled that it is from their ranks that have come the proposals for subsi- 
dizing business, workers, and communities injured by the increased imports they 
seek. One oil-importing company, for example, declared its opposition to a 
curb on residual oil imports because “it is difficult to see why the American 
consumer should subsidize the coal industry in peacetime.” A few days before 
this statement was released, an official of that same company testified before a 
Government coal-study group that “probably Government aid”—a subsidy—in 
other forms would be preferable to relieve coal-industry distress from imports. 
Competitive tariffs and reasonable quotas are not subsidies; on the contrary, 
their absence makes subsidies inevitable, and this great free enterprise Nation 
has developed under a tariff system. 


AMEND THE ACT 


Significantly, in 1948, Congress saw fit to renew the Reciprocal Trade Act 
only after adding the “peril point” provision. This of course was designed to 
require that future trade agreements by the Executive lower tariffs only to the 
point of peril—the point which a Tariff Commission study showed tariffs were 
necessary to prevent each imported commodity from “causing or threatening 
serious injury to the domestic industry producing like or directly comparative 
articles.” 

The State Department, however, made what I believe was unintended use of 
a means of disregarding this by filing in the name of the President a simple re- 
port with the appropriate congressional committees to the effect that the na- 
tional interest dictated otherwise. In the Korea-war shortages, injury to do- 
mestic industries was minimized and the “peril point” provision by precedent 
became meaningless. 

In 1951 Congress renewed the act but this time added the “escape clause” to 
emphasize the congressional intent to provide reasonable protection for vital 
home industries. But once again, by precedent, this device has been rendered 
meaningless in its present form. 

Strategic industries being seriously injured by excessive imports find this 
intended protection of no avail so long as the means remains for agencies of 
the executive department to ignore findings of an agent of Congress, the Tariff 
Commission. 

Recalling this background I feel certain that you gentlemen of the committee 
will wish to reiterate the clear congressional pronouncement that no tariff-cut- 
ting measures should be passed until adequate provision has been made for 
preserving a strategic home-oil industry from the possible destruction which 
well could result from this bill unless amended. 

In consequence, I respectfully urge that any extension of this act include 
a mandatory provision for limiting oil imports to a level which will assure the 
domestic industry its competitive right to the domestic market. For the record 
it should be said that my association seriously questions the advisability of 
any extension of the act at this time, the effect of an expiration being simply 
to remove State Department authority to engage in further bartering away of 
some home industries for export markets of other industries. If, however, there 
seem to be overriding considerations making an extension advisable, we feel 
certain the plight of the domestic oil independent will be examined sufficiently 
to convince Members of Congress that this strategic industry requires reason- 
able protection. 

Our objection, therefore, is not so much with the various forms of concessions 
designed to increase foreign production and dollar markets for some of our 
export industries, but rather with the lack of safeguard so far in this program 
against the resultant injury to strategic home industries. We ask, consequently, 
that this bill extending the Trade Agreements Act be not approved until adequate 
provision is made for restoring oil imports to supplemental levels. 

Thank you. 
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The Cuarrman. For the record, will you please give your name, 
address, and the capacity in which you appear ? 


STATEMENT OF R. L. FOREE, DALLAS, TEX., REPRESENTING TEXAS 
INDEPENDENT PRODUCERS & ROYALTY OWNERS ASSOCIATION, 
AUSTIN, TEX. 


Mr. Forer. Mr. Chairman, gentlemen of the committee, I am R. L. 
Foree, of Dallas, Tex., an independent oil producer, representing the 
Texas Independent Producers & Royalty Ooi Association, an in- 
dustry trade association comprising more than 4,000 independent pro- 
ducers and royalty owners of petroleum and natural gas in the State 
of Texas. 

By way of qualification, I am a past president of that association, 
and during the year 1952 served as Director of Production of the 
Petroleum Administration for Defense. 

With your permission I would like to file for incorporation into 
the record the complete statement of Jack Woodward, president of 
the association. In the few minutes allotted me I will try to sum- 
marize our position. 

My particular assignment in presenting testimony before this com- 
mittee is to try and show why, in the interest of a domestic industry 
which is vital to both our national security and economy, H. R. 1 
should not be passed in its present form. 

Granting the good intentions of those proponents of this measure, 
I believe it can be demonstrated that its net effect, unless amended, 
would be to sacrifice some vital domestic industries in order to provide 
slightly greater dollar purchasing power abroad with which to in- 
crease the exports of a few other industries. It amounts to a horse 
trade in which industries like the domestic oil business are sacrificed 
to the hope of increased foreign markets for a few industries which 
overproduce domestic requirements. I believe, as a matter of fact, 
that this committee could easily determine to its own satisfaction, 
that at least some of the industry promoters of this program, to have 
America practice further unilateral tariff cutting, are general, who 
have confused their own private interests in foreign production and 
export markets with the national interest. 

A strategic natural resource : With reference to the particular indus- 

try I represent, that of petroleum, let it be made unmistakably clear 
that there is no opposition to a reasonable level of imports. We do- 
mestic independents, contrary to the impression some importing com- 
pany representatives have tried to leave with you, are not against— 
to quote one— 
the encouragement of international trade along sound lines * * * to promote 
peace and progress in the world. 
We ask of our Congress only a foreign trade policy which will deny 
imported petroleum a privileged position on the home market. We 
want the traditional American opportunity to compete on an equal 
basis with foreign produced oil for the United States market. 

At the present time, and under this bill unless amended, domestic 
producers operate on a basis which soon will render this Nation de- 
pendent for its war-vital oil upon areas of the world on which we can 
rely safely only so long as we do not need that oil. There is avail- 
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able an abundance of evidence supporting this. For example, foreign 

»yroduction continues a growth of about 8 percent a year, while United 
States production is experiencing almost no increase. In 1954, for 
example, United States production experienced a 1.9 percent decline 
over the previous year, as compared with a 9.2 percent hike for the 
Middle East area. 

Since the end of World War IT United States oil imports have in- 
creased by about 200 percent while our exports have declined by more 
than 20 percent. Our imports today are almost double the 1949 rate, 
and continue to mount. in terms of percentage of the United States 
market supplied by this imported oil, the increase since the World War 
II has been about 100 percent, from 7 to about 15 percent of the 
domestic market. 

Oil imported by a few American companies with foreign concessions 
has been accorded the privileged position of first call on the domestic 
market, with output here being curtailed to make room for whatever 
level of foreign oil these American companies see fit to bring in. 
There is today in this Nation, principally in Texas, a reserve or shut- 
in productive capacity in the neighborhood of 2 million barrels daily ; 
to the extent that this results from excessive imports, the health and 
vigor of the industry are jeopardized. 

It is my information that oil from some areas abroad can be im- 
ported into this market, on the basis of a reasonable return to all 
parties concerned, at an approximate $1 to $1.50 per barrel price 
advantage over domestic oil. That is to say that the domestic indus- 
try cannot remain healthy in open competition with vastly cheaper 
foreign production. Estimates of Middle East oil costs laid down 
in New York, including producing costs, royalty payments, and 
transportation, all on a reasonable basis, are in the range of ap- 
proximately $2.15 per barrel. The production costs alone for domes- 
tic oil considerably exceeds this cost, a price which cannot be reduced 
without putting marginal wells out of production and doing irrep- 
arable damage to our productive capacity since a larger percentage 
of our Nation’s wells are marginal or stripper wells. The United 
States oil well, producing less than 20 barrels daily, cannot com- 
pete with wells in the Middle East averaging 5,000 barrels daily 
and Venezuela wells averaging about 200 barrels daily each. Add 
to this the approximate 75 cents per barrel which domestic oil pays 
to local, State,-and Federal Governments in taxes and higher labor 
costs in general, and it is readily apparent that only a realistic im- 
port limitation can avert disaster to one of America’s largest and 
most defense-vital industries. 

Opposition to limiting petroleum imports to a tariff which is de- 
signed simply to restore a competitive relationship between domestic 
and foreign production cannot soundly be based upon the contention 
that such policy conflicts with the “trade-not-aid” aims of our allies. 
Oil, unlike most other commodities brought to our shores, is imported 
by American companies. Our allies, therefore, are not the principal 
beneficiaries of our attempts to absorb the mounting imports of low 
cost foreign oil to the United States. Source countries receive no more 
than 50 percent of the net profits shown on these companies’ books 
from their production operations abroad. Therefore, if the objec- 
tive of increasing foreign buying power is the motive for reducing 
tariffs or retaining inadequate tariffs on oil, this committee would be 
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justified in considering oil an exception. This is aside from the 
military grounds for providing reasonable protection to a strategic 
industry. Only an adequate import limitation can induce these Amer- 
ican companies to regulate their foreign production on the basis of 
foreign demand expectation and cease to regard this market as a 
ret ady blotter to absorb profitably any and all their foreign excesses. 

In no realistic sense could a reasonable limitation in ‘imported pe- 
troleum be said to conflict with the objective of reciprocity in trade 
among nations. Commerce Department figures show that while im- 
ports “of all commodities increased 4.2 times the prewar rates, oil 
imports grew by 13.5 times. Furthermore, the recipients of our dol- 
lars for oil, for the most part are among our poorest foreign markets ; 
the notable exceptions are Venezuela and Canada. 

In connection with the argument that we have a responsibility to 
keep our doors open to any volume of Venezuelan oil, it should be noted 
that (1) Venezuela restricts with high tariffs and quotas all United 
States goods which compete with her own production as a matter of 
prine iple: (2) Venezuela is increasing her imports not from us but 
from Europe; and (3) Venezuela has lost about one-fourth of her 
European oil market, which this Nation is expected to absorb. 

A limitation on petroleum imports can be justified, even as an excep- 
tion to any national trade policy to the contrary, on the basis that a 
domestic oil industry ame elis at optimum capacity is vital to the 
defense of this Nation and the free world. Oil being a No. 1 munition 
of war, only a readily available supply at home can assure this Nation’s 
power to carry the war to the aggressor. Competent military au- 
thority exists for the assumption that oil in some areas now supplyi ing 
a part of our domestic requirements will be inaccessible in time of 
greatest need. To the extent that we permit that production to sup- 
plant domestic production and reduce our search for new capacity 
at home do we render this Nation helpless to defend itself in war. 

I wish to call your attention to the particular interest of my State. 
Texas, in a level of imports which supplements rather than supplants 
domestic output. Since we account for some half of the oil produced 
in the Nation, upon us has fallen a large part of the burden of curtaii- 
ing output whenever imports are : allowed to displace our oil. 

Texas operators have enjoyed virtually no part of the increased 
market during the past 5 years. For instance, we produced in 1954 
less oil than in 1951, even though we had about 25,000 more wells in 
operation. During this same period imports increased by 26 percent, 
as compared with a 10-percent increase in domestic demand. In my 
judgment, there is no possibility that our industry can long sustain 
a proper drilling effort under these conditions. 

Other Texas witnesses, I believe, have given you a picture of what 
this means to the economy of Texas and to the financing of our State 
government, which, incidentally, is largely dependent on production 
of this basic resource. 

Amend the act: In 1948 Congress renewed the Reciprocal Trade 
Act, but only after adding the peril-point provision. This, of course, 
was designed to require that future trade agreements by the executive 
branch lower tariffs only to the point at which a Tariff Commission 
study showed tariffs were necessary in order to prevent each imported 
commodity from “causing or threatening serious injury to the domestic 
industry producing like or directly competitive articles.” 





TRADE AGREEMENTS EXTENSION 


The State Department, however, made what I believe was un- 
intended use of a means for disregarding this. Thus the peril-point 
provision by precedent has become virtually meaningless. 

In 1951 Congress renewed the act, but this time added the escape 
clause to emphasize the congressional intent to provide reasonable pro- 
tection for vital home industries. But once again, by precedent, this 
device has been rendered almost meaningless in its present form. 

Strategic industries being seriously ‘injured by excessive imports 
find this “intended protection of little avail so long as the means re- 
mains for agencies of the executive department to ignore findings of 
an agent of C ongress, the Tariff Commission. 

Rec alling this bac ‘kground, I feel certain that you gentlemen of the 
committee will wish to reiterate the clear congressional pronouncement 
that no tariff-cutting measures should be passed until adequate pro- 
vision has been made for preserving a strategic home oil industry from 
the possible destruction which well could result from this bill’ unless 
amended. 

In consequence, I respectfully urge that any extension of this act 
include a mandatory provision for limiting oil imports to a level 
which will assure the domestic industry its competitive right to the 
domestic market. If there seem to be overriding considerations 
making an extension advisable, we feel certain the plight of the 
domestic oil independent will be examined sufficiently to convince 
Members of Congress that this strategic industry requires reasonable 
protection. Our objection, therefore, is not so much with the various 
forms of concessions designed to increase foreign production and 
dollar markets for some of our export industries, but rather with the 
absence in this program of a safeguard against the resultant injury to 
strategic home industries. 

We ask, consequently, that this bill extending the Trade Agree- 
ments Act be not approved until adequate provision is made for 
restoring oil imports to supplemental levels. 

Thank you. 

The CHatrmMan. We thank you, Mr. Foree, for your appearance 
and the information given the committee. 

Any questions? Mr. Sadlak of Connecticut will inquire. 

Mr. Sapiak. Mr. Foree, you make a very fine case in indicating 
to us that your industry is a strategic home industry. 

Do you list any other industries in that same category ? 

Mr. Forer. I beg your pardon? Do I know of other industries 
that are in that same category ? 

Mr. Sapiaxk. Yes. 

Mr. Foree. The watch industry is one which, I think, is a basic 
industry that is important to the war effort, yes. 

Mr. SaptaK. Would you care to name any others? 

Mr. Forer. Lead, zine, sulfur, coal, possibly. 

Mr. Sapiax. You believe that these others find themselves in the 
same boat that you and your industry find yourselves? 

Mr. Forrr. Maybe not being connected by the same commodity, 
but I think that if their production is being supplanted by foreign 
production; yes, sir. 

Mr. Sapiax. You feel that having included them as strategic, as 
you used the word, strategic home industries, they should by virtue 
of that tie in with our security and national defense, have protection ? 
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Mr. Forer. Yes, sir. 

Mr. Sapiak. That is all, Mr. Chairman. 

The Cuarrman. Mr. Baker will inquire. 

Mr. Baxer. What is the present tariff on crude oil in the United 
States ? 

Mr. Foree. I believe it is 5 cents, and 714, probably. 

Mr. Baker. What is the tariff that Venezuela has on the importation 
of crude oil? 

Mr. Forer. Well, I do not know that Venezuela has a tariff on 
the importation of crude oil. Do you mean into Venezuela? 

Mr. Baxer. I do not suppose any crude oil is imported into 
Venezuela. 

Mr. Forer. I imagine they would shoot you if you brought a 
barrel in there. 

Mr. Baxer. I did not get that last. 

Mr. Foree. I imagine they would shoot you if you were to bring 
a barrel of United States oil there. 

Mr. Baker. You stated in your direct statement that Venezuela 
has quotas and that is true. Can you tell us what the quota is on 
crude oil or its products that Venezuela has? 

Mr. Fores. The quota of Venezuela on imports into Venezuela? 

Mr. Baxer. Yes, of crude oil and petroleum products. 

Mr. Forer. No, sir, I can not. 

Mr. Baker. But they do have a high quota, do they not ? 

Mr. Forer. I reiterate, I imagine they would shoot you if you were 
to bring a barrel in there. 

Mr. Baker. And, of course, we have no quotas at all in this country. 

Mr. Forer. No, sir, and, of course, the tariff is so nominal that it 
makes it of no consequence. 

Mr. Baker. Five cents a barrel ? 

Mr. Forer. Yes, sir. 

Mr. Baker. Can you tell this committee how much crude oil, if 
any, arrived within the United States of America during World War 
II from outside the continental United States ? 

Mr. Forer. No, sir, I cannot, I do not have that figure. I know 
that in the early days, for a good part of the war, we could hardly 
get it from the Texas coast to the east coast and Venezuela tankers 
were most susceptible to torpedoes, more than our coast tankers. 

Mr. Baker. Do you know whether any Venezuelan oil arrived in 
the United States during the period of World War IT? 

Mr. Forer. I think so, during the latter part. 

Mr. Baker. During the latter part ? 

Mr. Forre. Yes, sir; that isa guess, however. 

Mr. Baker. You are not certain ? 

Mr. Forer. No,sir. I fell reasonably sure that it did. 

Mr. Baker. Your suggestion to protect the domestic independent 
producers of petroleum in the United States would be, then, a quota of 
around 10 percent of domestic consumption for the preceding year? 

_ Mr. Forer. I believe that we could live under those conditions, yes, 
sir. 
Mr. Baxer. That would make a difference of perhaps two hundred 
to two hundred fifty thousand barrels? 

Mr. Forer. I believe the imports as of today are over 1 million bar- 
rels. I think they are nearer 1,200,000 thousand barrels. 
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Mr. Baxer. And domestic consumption is about 9 million barrels? 

Mr. Forer. I would say 8 million barrels. 

Mr. Baker. Which seems a rather modest request. 

Mr. Forer. Yes, sir; it appears so to me, because during the war, 
from my little experience in working for the petroleum Administra- 
tion for Defense, we were not only called on but were supposed to 
supply all of the products needed by, first, the Army, Navy, the mili- 
tary, and secondly, the civilian. 

Mr. Baker. I have only one other question and that is in the form 
of a statement, since you apparently worked in defense work. Was 
that during World War IT? 

Mr. Forer. During the Korean war, 1952. 

Mr. Baker. When I was a member of another committee 3 or 4 
years ago, Public Works, I heard testimony which was offered that 
during World War II eight tankers left Venezuela loaded with crude 
oil for the United States. Seven of them were sunk and the eighth 
one escaped but did not arrive in the United States; that was testified 
to, and whether it was true or not, I do not know. Would you attempt 
to ascertain the truth of that statement and submit for the record a 
statement as to what the amount of crude oil, if any, was that reached 
the United States from Venezuela during World W ar IT? 

Mr. Forer. Yes, sir; I will doso. 

Mr. Baker. That isall. 

Mr. Forer. I do know that during World War II a tanker going 
out of Corpus Christi got only 40 miles out when it was sunk, a 
tanker headed for the east coast. 

Mr. Baker. Of course you do know that several tankers coming from 
Venezuela during World War II were sunk? 

Mr. Forer. Yes, sir. 

Mr. Baker. Thank you. 

The Cuatrman. We thank you again for your appearance 

(The following information was later submitted in reply to the ques- 
tions of Mr. Baker: ) 


TEXAS INDEPENDENT PropucerRS & ROYALTY OWNERS ASSOCIATION, 


Austin, Tez., February 2, 1955. 
Hon. JERE COOPER, 
Chairman, House Ways and Means Committee, House Office Building, 
Washington, D. C. 


DeAR Mr. Cooper: In the course of my testimony January 28 before your com- 
mittee concerning the proposed extension of the Trade Agreements Act, Con- 
gressman Howard H. Baker asked that I undertake to ascertain and submit to the 
committee information relating to some reported sinkings of oil tankers in the 
early months of World War II. He stated, I believe, that he had heard of one 
incident in which 7 of 8 tankers leaving Venezuela with oil for the United States 
were sunk en route and the eight never made it to its destination. 

While I have been unable to confirm or deny the particular incident to which 
he referred, official records disclose that it is, to say the least, highly probable. 

_ The fact that oil from foreign shores was extremely undependable so long as 

the German submarine menace existed is confirmed in a publication issued by the 
United States Government Printing Office in 1946 entitled, “A History of the 
Petroleum Administration for War, 1941-45.” Excerpts from that publication, 
which follow, would seem to offer abundant evidence that we averted the disaster 
of an oil shortage in American only by virtue of the approximate million-barrels- 
per-day reserve productive capacity which we had in this Nation at the time of 
Pearl Harbor. 

The section of the book entitled, “Wartime Petroleum Supply and Transporta- 
tion,” page 81, begins with these words: 
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“Crises were the normal thing. The best laid plans of men could not make it 
otherwise. A hurricane. A blizzard. <A flood, or a train wreck. Or, as happened 
too tragically often, a tanker, going down in flames after a submarine had 
caught it on its way to deliver heating oil to desperate homeowners whose tanks 
were showing empty. 

“Tronically, misfortune seemed most likely to strike when it could cause 
greatest grief; in periods of bitter cold weather, or when inventories were most 
dangerously low; when there was no cushion. 

“Each setback brought new dismay to the committees of oil men who met 
almost daily during crucial periods in the effort to spread the limited supplies 
of petroleum throughout the east coast. Solemnly, they would scrutinize the 
schedules which showed the daily inventories at the large supply terminals along 
the coast, the movements of trainloads of oil from the Southwest, the pipeline 
deliveries, the barge shipments, and the production at east coast refineries, and 
still the phones would keep ringing: “The kids are sick and we're almost out 
of oil.” 

The subsection entitled, “Germans Blockade Tankers,’ reads in part as 
follows: 

“The beaches of New Jersey, Delaware, and Florida furnish almost the only 
evidence of enemy destruction in the continental United States. Visible along 
the high-water mark for miles on these beaches years after 1942 was a winding 
black ribbon of oil, and just offshore lie the hulks which mark the terrible ordeal 
of the first war year. They are grim reminders that the Nazis were in almost 
undisputed possession of the waters of the entire Atlantic coast during the early 
months of the war. 

“In the first 2 months after Pearl Harbor, the submarines caused little damage. 
Only 7 United States tankers were sunk, 2 of them on the west coast. Tanker 
deliveries continued at the normal rate during December and dropped only 
slightly in January 1942, reflecting transfers to other service more than the 
U-boat menace. 

“Then, in February, the wolfpacks struck in earnest. From the Caribbean 
to Cape Race, no spot was safe. Twelve United States tankers went to the 
bottom in February, a dozen more in March, the same in April, and 14 in May. 

“Although boats had to keep running to supply military requirements, no one 
could doubt the decline of tanker shipments for civilian needs in the face of 
these 50 sinkings. From then on, until the last year of the war, tanker deliveries 
were an insignificant factor in supplying the oil needs of the east coast. 

“Even though the submarines were finally driven from the Atlantic seaboard 
and hundreds of new tankers slipped from the ways—2 of them every 3 days in 
1943 and 1944—it was not possible until late in 1944 to increase tanker shipments 
to the east coast in any appreciable amounts. The exigencies of global war could 
be met only with tankers; the shortage on the east coast could be met somehow 
by overland substitutes. 

“Tanker deliveries to the east coast reacted quickly to the submarine block- 
ade. Shipments started to dive in February 1942, and by May they amounted to 
only 173,000 barrels daily, or about 18 percent of the December 1941 total. The 
low point of the war was reached in April and May 1948—63,000 barrels a day. 
From May 1942 to the end of 1943, east coast tanker deliveries averaged only a 
little more than 121,000 barrels daily—about 1 load a day for a T-2 tanker. 

“Even this small movement was on an uncertain, sporadic, undependable basis. 
The Navy or War Shipping Administration might decide at a moment’s notice 
to release 1 tanker for 1 trip. Occasionally new tankers were given a one-trip 
run in the gulf coast-east coast service for the shakedown cruise. But not 
only could these not be scheduled—under wartime security regulations only a 
few people knew that they were coming until they arrived. Programing of 
future movements until late in the war for the most part had to be guessed from 
experience, not from any knowledge of what could actually be counted on. For 
all practical purposes, the east coast was supplied in the first war years without 
tankers. 

“Yet somehow the shortage was met. And in the last analysis it was the 
luckiest good fortune that the economics of peacetime transportation had brought 
the east coast tanker fleet into existence. Without that fleet, the military would 
have had an insurmountable supply problem overseas.” 

Perhaps our experience with foreign oil supplies in time of war can be summed 
up in that sentence from this official record, reading: “For all practical purposes 
the east coast was supplied in the first war years without tankers.” What better 
insight can be had into the future than that provided by this recent history? 





TRADE AGREEMENTS EXTENSION 1331 


It seems obvious to us, therefore, that it is vital to our security that the domestic 
oil industry be preserved in peacetime from damage resulting from excessive 
imports. 
Respectfully yours, 
R. L. Foree. 


Mr. Forrr. Thank you. 

The Cuamrman. Next we have Mr. R. M. Wagstaff, representing 
West Central Texas Oil & Gas Association. 

Mr. Wagstaff, will you please, for the record, give your name, 
address, and the c capacity in which you appear? 


STATEMENT OF R. M. WAGSTAFF, REPRESENTING WEST CENTRAL 
TEXAS OIL & GAS ASSOCIATION, OF ABILENE, TEX. 


Mr. Wagsrarr. My name is R. M. Wagstaff. I live in Abilene, Tex., 
and I am a member of the executive committee of the West Central 
Texas Oil & Gas Association, an association of independent oil opera- 
tors with headquarters in Abilene, Tex., and membership in about 
20 counties in the Abilene area. This is an area which has been 
largely developed by small independent operators, the production 
being from comparatively shallow depths and most of the production 
being from small wells of only a few barrels daily capacity. 

The importation of foreign oil is seriously affecting the ‘explor ation, 
development, and production of oil in this territory. The increase in 
the daily importation of oil from approximately 200,000 barrels, or 
less, prior to W orld War II to the present daily rate of 1,240,000 barrels 
has resulted in a continuous cutting down of the allow: able production 
of wells in our area. The production of oil and gas in Texas is regu- 
lated by our conservation statutes which are administered and enforced 
by our railroad commission so as to limit production of oil or gas to 
the reasonable market demand. 

Some years ago our wells were allowed to produce a certain limited 
amount each day, but as the importation of foreign oil has increased, 
the railroad commission from time to time has limited the number of 
days on which oil could be produced so that today according to the 
last railroad commission order, our production is limited to a small 
amount each day for a period of only 16 days per month. A few 
months ago the limitation was to 15 days per month and the extra day, 
to 16 days per month, is considered to be temporary. 

Asa result of the wells in our territory being shut in and not produc- 
ing for half the time, the income of the operators has been greatly 
reduced and development has been greatly curtailed. There are many 
drilling rigs in our area which are idle and their crews have been laid 
off. The small number of producing days now allowed has resulted 
in less income to the operators and a much longer period of time in 
which to pay out the cost of drilling, equipping, and operating the 
wells. As a consequence, their operating capital is limited. This is 
especially true in our area where the development is largely in the 
hands of independents who do not have the resources and capital to 
hold oil in the ground for many years as a reserve, as the major oil 
companies can do. 

Apparently the break-even point for oil operators in our area is at 
the 22-day point rather than the 16-day point, to which the railroad 
commission has forced the operators as a result of excessive oil imports. 
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The present schedule of importation—about 1,250,000 barrels 
daily—will probably force the railroad commission to again further 
curtail the operating days possibly below the 15-day point. Appar- 
ently about all the importation which this industry could stand is 
about 10 percent of the approximately 8 million barrels used daily in 
the United States. 

I might add there that some time back when about 800,000 barrels 
were being imported each day, we had a 22-day month, and we got 
along very well on that reduction. But as the imports have increased 
up from 800,000 barrels a day to 1,240,000 barrels, the daily production 
has been cut so that we are now down to 15 or 16 barrels per day, and 
we are not able to get by on that, and continue drilling in exploration 
as we did before. 

This curtailment of production in our area, and in Texas generally, 
is also having a bad effect upon our State and local government sources 
of revenue and is resulting in deficits in the operation of the State 
government and in county, city, and school district revenues. 

Just a week or two ago, Governor Shivers submitted his budget to 
the State legislature and showed a deficit of $50 million due primarily, 
in fact entirely, to loss of revenues from taxation of oil. 

In our State, the largest taxpayer is the oil industry and more than 
one-half of the State revenues are derived from taxes on oil. The 
same is true in many counties and school districts. 

This association does not ask for an embargo on foreign oil and 
apparently there is room for some foreign oil in the United States 
domestic market, but it should supplement and not supplant domestic 
production. At the present time it is supplanting a large part of 
domestic production and as a result, much of our oil has no market, 
and drilling and development has been seriously affected. 

The small operators of my district and members of West Central 
Texas Oil & Gas Association are not asking for favors, but they are 
asking for a chance to exist. They do not have the great resources of 
the major oil companies and cannot engage in foreign development 
and foreign importation of oil. Their business must be profitable or 
they cannot carry it on. Under the present conditions, the breaking 
point has been reached and passed. Most of the oil produced today 
was discovered at a time of lower cost and present-day costs of drilling 
und exploration are too great for present-day prices and allowable 
production. 

It is inevitable that unless some relief is given from this flood of 
foreign oil, within a few years there will be no oil operators in the 
United States except the major oil companies. We do not think this 
is a healthy situation. We believe also it is disastrous to the safety 
of the United States to be dependent upon foreign oil and that it is 
essential that a sound, active, and prosperous oil industry be main- 
tained in the United States and that the independent operator con- 
tinue to play a large part in the exploration, development, and produc- 
tion of oil and gas in the United States. 

The Cuatrman. Does that complete your statement, Mr. Wagstaff ? 

Mr. WaestaFr. Yes. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Waestarr. Thank you, gentlemen. 
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The CrarrmMan. The next witness will be Mr. R. G. Lawton, presi- 
dent, Lawton Oil Corp. 

Would you please give your name, address, and the capacity in which 
you appear? 


STATEMENT OF R. G. LAWTON, PRESIDENT, LAWTON OIL CORP., 
MAGNOLIA, ARK. 


Mr. Lawton. My name is R. G. Lawton. Iam president of the Law- 
ton Oil Corp., appearing as an independent operator in the State of 
Arkansas, and representing other independent oil operators in the 
State of Arkansas. 

The imports during the year of 1942 were less than 100,000 barrels 
a day, for the entire year. I believe Mr. Baker asked that question 
of another witness. 

Here I happen to have a chart showing that, and I thought I would 
mention it. 

The Cuarrman. What was your request? 

Mr. Lawton. Mr. Baker asked a question of a previous witness, 
and I was giving him information from a chart that I thought would 
be helpful. 

Mr. Ixarp. I understood you to say less than 100,000 barrels a day, 
daily average, during the year of 1942, is that correct? 

Mr. Lawton. Less than 100,000 barrels a day, daily average, during 
the year of 1942. 

The CHarrmMan. You may proceed with your statement. 

Mr. Lawton. As to qualifications, I have been in the producing 
oil business for 35 years. During that period I served as the first 
director of production of crude oil under the Petroleum Administra- 
tion for Defense. 

Iam a geologist by education, from Oklahoma University, and have 
been, as I said, actively in the producing oil business. 

One of the primary charges of the production division of PAD 
was to have at all times necessary an ample crude oil to service the 
United States from both the military and civilian standpoints, and to 
protect the country with that supply. 

When the Korean emergency came on, we did not have that supply, 
and it was my privilege to work very closely with the foreign and 
military to lay out a program to get that supply. We did not have 
the productive capacity we needed. 

Therefore, I am familiar with the problems of the foreign com- 
panies, their imports, and the domestic supply. I give that as back- 
ground. 

I would like to point out what happened to the company of which 
I am president during the period after PAD. I left PAD in January 
1952, to build a company of my own which I had just started before 
I came to Washington and had no chance to build. 

The first thing we did was to lay out a program. That program 
had to be financed. We laid out plans, dug wildcats which were 
successful in some of them, and started developing production. 

Naturally, we did not have the finances to start with, so we went 
to the bankers. We did build some production and found some 
fields. In this process, we came into 1953 with our program going 
fairly well, and our promises to pay our bankers out of our production, 
meeting our obligations. 

57600—55—pt. 186 
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The imports started to rise and we had State allowable cuts and I 
had to go to the bankers and say, “I cannot pay you.” He said, “You 
better cut your program down.” I said, “ you telling me? We 
are fixing to.” 

We did. We weathered that one. That was in the middle of 1953. 
We got back on our feet, got our program established again, and we 
started out once more and got another 15 percent allowable cut. 

We had a 40-percent cut in our allowable, which means a 40-percent 
reduction in income. That cannot go on forever. We just cannot 
stay in business and find the oil that is necessary to service this country 
that way. 

In regard to imports, we recognize the necessity of some imports 
from the trade standpoint. But when your increase in productive 
capacity, which we have strived to get for the security of this Nation, 
has been attained, and that increased productive capacity cannot be 
used due to the fact that its place is being taken by more imports, and 
each operator is asked to cut back his production to make room, even 
beyond what he did before these imports, you just cannot do it and 
stay in business. 

What it eventually means, gentlemen, is the elimination of the inde- 
pendent operator in the oil business. That is my firm belief. We are 
going to stay here just as long as we can, but that is eventually what 
it is going to do, and when it does, it is going to destroy the security 
of this Nation, because in a time of war you cannot get that foreign 
oil to use it inside the continental limits of the United States, or you 
cannot get a great deal of it. 

The Cuatrman. Does that complete your statement? 

Mr. Lawron. I would like to say this further, Mr. Chairman: We 
cannot live with the history that we had back over the average of the 
last 4 or 5 years on imports. I, therefore, agree that H. R. 1 should 
be amended to limit imports to 10 percent of the domestic demand, to- 
gether with 10 percent of the fuel-oil demand. I think with that we 
can live and do the job that we should do for the country. 

Thank you, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Baxer. Mr. Chairman, I would like to ask a question. 

The Cuarrman. Mr. Baker will inquire. 

Mr. Baxer. Mr. Lawton, I believe you said you were a geologist. 

Mr. Lawton. Yes, sir; by education. 

Mr. Baxer. There has been a great deal said here to this committee 
and in the Congress about residual fuel oil. Very briefly define that 
as related to Venezuela, let ussay. What is residual fuel oil ? 

Mr. Lawton. Residual fuel oil is the fuel oil left after your lighter 
— a been taken off, such as gasoline, kerosene, distillates, and 

ube oils. 

Mr. Baxer. Describe it. 

Mr. Lawton. Fuel oil? 

Mr. Baxer. Residual oil. 

Mr. Lawton. Residual is, as I say, after your lighter ends have 
been taken off. It is the heavy end. It is asphaltic. It has a good 
deal of asphalt in it. 


Mr. Baker. You have explained it. I said describe it, its physical 
appearance. 





TRADE AGREEMENTS EXTENSION 


Mr. Lawron. It is usually black and heavy, very viscous. 

Mr. Baxer. How is it transported in ships? 

Mr. Lawton. In tanker holds. 

Mr. Baxer. In the holds? 

Mr. Lawton. Yes, sir. 

Mr. Baxer. In this country, do we produce any residual] fuel oi] to 
amount to anything? 

Mr. Lawton. Very little. There are a few areas. 

Mr. Baxer. Would you tell us why, very briefly! Tell us why we 
do not have it as compared to Venezuela. 

Mr. Lawron. In its natural state, there are two reasons for it. We 
do have some of it in California, and in Arkansas we have a little 
of it. But it is not a crude that can compete with other crudes 
that have more profitable products in them. As the name implies, it 
is residual, it is a residual with the light ends gone, and the light ends 
are what make your crudes attractive to the refiner. So there is not 
much produced here. 

Mr. Baxer. In other words, Venezuela and the Dutch Antilles are 
the two main places in the Western Hemisphere ? 

Mr. Lawton. That is right, yes. 

Mr. Baxer. They take out the main products, such as gasoline, 
and what is left is the heavy black substance which we refer to as 
residual fuel oil. 

Mr. Lawton. And for which they have no further use. 

Mr. Baker. Otherwise, they would dump it and it would be a waste 
product ? 

Mr. Lawton. That is right. 

Mr. Baxer. Is the reason that we do not have much in this country 
due to the much heavier plant investments and capital expenditures, 
that we take more things out of the petroleum than they do? 

Mr. Lawron. That is true, sir. While I am not a refiner, also in 
PAD I listened to them a good deal. Even now, we go into our new 
refineries to making coke instead of fuel oil. They reduce it down 
to coke and leave the residual a solid rather than residual fuel oil. 

Mr. Baker. Can you give us an idea of the comparative investment 
in a typical United States plant as compared to one in Venezuela from 
which this resulting residual fuel oil comes into the United States? 

Mr. Lawron. I could not do that. I am not qualified, sir. But I 
could say this: I presume that would be referred to as more or less of 
a topping plant, that takes off the top products easily, rather than 
a cracking plant which takes a terrific investment. 

Mr. Baxer. And there is a vast difference in the cost of the crack- 
ing plant in the United States compared to the topping plant in 
Venezuela ? 

Mr. Lawton. I would say there was, sir, yes. 

Mr. Baxer. Very substantial rather than vast. I have one or two 
other questions. 

Some witnesses, I believe, testified that the difference in price of 
foreign crude oil in this country delivered is perhaps a dollar a barrel 
less than the prevailing sales price of crude from domestic production 
in the United States. Did I catch that right a while ago? Is that 
about right? . 

Mr. Lawton. Would you restate that, please, sir / 
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Mr. Baxer. I believe it was Mr. Foree who stated that there was 
a difference, a differential, of about a dollar a barrel, as I heard it, less 
on foreign oil that has been imported into this country, counting the 
nickel tariff and everything, on the market, that they can sell it for 
about a dollar less a barrel than the prevailing sales price of do- 
mestically produced crude oil in this country. 

Mr. Lawton. There is a difference in the price delivered on the east- 
ern seaboard. Whether it is a dollar or not, I am not qualified to say. 
But I know there is about that spread in there someplace. I believe 
that it can be and is being delivered. 

Mr. Baxer. I have one other thought which I think is important. 
You said in 1942, at the beginning of World War IT, 100,000 barrels 
of crude oil reached inside the United States from foreign production. 
Was that right? 

Mr. Lawron. This chart shows that the imports in 1941 were be- 
tween two and three hundred thousand barrels a day, and that in- 
cluded the Pearl Harbor area. During 1942 they averaged less than 
100.000 barrels a day. 

Mr. Baxer. Do you have the further spread of after 1942, during 
the shooting part of World War IT? 

Mr. Lawron. Yes,sir. In 1943, this chart, while it is not graduated 
too finely, looks like there was about 170,000 barrels a day average; in 
1944 they got back up to about 230,000 barrels, I would say. 

Mr. Baker. Of course, that is from all sources, the Mid East and 
every source ? 

Mr. Lawton. That is right. 

Mr. Baxer. Could you tell us about how many barrels of oil the 
United States consumed in 1942 compared to the 100,000 barrels of 
foreign that got in here ? 

Mr. Lawron. I do not have those consumption figures at hand or 
in mind, sir. 

I will ask someone here and find out. 

Mr. Baker. 1942 would be a good year for World War II com- 
parison. 

Mr. Lawton. Four million barrels a day, sir. 

Mr. Baxer. Of course, that counted war needs and everything, but 
within this country ? 

Mr. Lawton. Yes, that was the consumption attributed by the 
Bureau of Mines to this country. 

Mr. Baxer. Thank you very much. 

The Cuarrman. Mr. Reed, of New York, will inquire. 

Mr. Reep. Mr. Lawton, I am very sympathetic to the problems that 
you and other independent producers have. I have independent pro- 
ducers, small ones, in my district, which represent the backbone of 
the economy in some parts of my district: 

Is it not true that the ultimate effect of unlimited imports is to 
eliminate the small independent producers ? 

Mr. Lawron. That is true, sir, because we are in direct competition 
with Shell, Gulf, and the Texas Co. in Arkansas, New Mexico, and 
Texas, and they get their funds from abroad. We cannot go over 
there and compete, but they can bring those funds and compete, and if 
they can shut our income off they can take us. 


Mr. Rerp. The oil producers that you represent are true conserva- 
tionists, are they not ? 
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Mr. Lawton. We are proud of our conservation in the State of 
Arkansas, yes, sir. 

Mr. Reep. Thank you. 

The Cuatrman. Mr. Ikard, of Texas, will inquire. 

Mr. Ixarp. I was a little confused, Mr. Lawton, about the figure 
you got from Mr. Jammison. Was that 4.5 million. 

Mr. Lawron. Four million barrels a day daily consumption. 

Mr. Ixarp. Did that include the worldwide military consumption ? 

Mr. Jammison. No, sir. That was just the consumption within the 
United States. 

Mr. Ikarp. I wanted to be certain of that. 

That is all. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Lawron. Thank you, sir. 

The Cuarrman. The next witness on the calendar is Mr. Roy G. 
Woods, president, Oklahoma Independent Petroleum Association. 

For the record, would you please give your name, your address, 
and the capacity in which you appear! 


STATEMENT OF ROY G. WOODS, PRESIDENT, OKLAHOMA 
INDEPENDENT PETROLEUM ASSOCIATION 


Mr. Woops. Mr. Chairman and members of the committee; my 
name is Roy G. Woods. My office is at 4900 North Santa Fe, Okla- 
homa City, Okla. 

I have been actively engaged in the oil and gas business in Okla- 
homa and surrounding States for a number of years and am familiar 


with the operation and management of oil properties. 

I appear here today as president of the Oklahoma Independent 
Petroleum Association. I am empowered to represent that organiza- 
tion as its duly qualified agent with authority to speak for the entire 
membership. 

I also am here appearing as a representative of the Governor of 
the State of Oklahoma, the Honorable Raymond Gary. I am also 
authorized to speak for and in behalf of the State Corporation Com- 
mission of Oklahoma, which is the oil and gas regulatory body for 
that State. 

I might make this as a general statement—that it will not be my 
purpose in the testimony which I propose to present here to burden 
the record with endless data, facts, and figures. 

Realizing how pressing are the duties of this honorable body and 
how pressed its individual members are for time, it will be my pur- 
pose primarily to summarize the oil situation in Oklahoma for the 
convenience of this honorable body. 

All information contained in the following statement was prepared 
at my direction and under my supervision and I am familiar with the 
facts and statements made therein. 

What does oil mean to Oklahoma? 

Sixty-seven of Oklahoma’s 77 counties produce oil. Petroleum 
represents 90.3 percent of its mineral wealth; 62.500 people in Okla- 
homa are directly employed in the oil industry and they receive 
$242 million in salaries and wages each year. Counting those who 
are dependent on these wage earners, one-fourth of all the people of 
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Oklahoma are directly dependent on oil. This does not include 
allied businesses which exist because of this great industry. 

In 1953 the oil industry in Oklahoma produced a gross income in 
Oklahoma of $580,971,000, not including millions paid to Oklahoma 
farmers and landowners for lease bonuses and royalties. 

As goes the oil industry, so goes Oklahoma’s economy. 

Effects of present policy of imports on Oklahoma’s economy : 

(a) Reduced unallocated oil allowables from 75 barrels per well 
to 15 barrels per well in a year, with a comparable cut in take-home 
pay per barrel to the operators. 

(6) State average of unemployment of oilfield workers has in- 
creased 156.25 percent in 1954 over 1953, while in some counties there 
was as much as a 400-percent increase in unemployment. This is 
i from employment security commission December 31, 1954, 
igures. 

”( c) Gross production taxes on crude oil during fiscal year 1953 in 
Oklahoma was $26,900,000; during the first 6 months of the fiscal year 
1954 gross production taxes was $13,794,368, during the last 6 months 
of the year 1954 gross production taxes declined to $11,399,000, a 
decrease of $2,395,368, which, if continued, and it is getting worse, 
will show a decrease in gross production taxes of approximately $5 
million per year in Oklahoma. This will seriously curtail the vital 
functions of Oklahoma government, and this does not count the dro 
in income and other tax sources, such as the sales tax, all of whic 
depend on the oil economy of the State. 

(2d) Supply houses, service companies, independent producers, drill- 
ing contractors, and countless other small enterprises that serve the 
oil industry are dying on the vine. 

(e) The search for domestic reserves and the training of oil tech- 
nologists and experts has come to a virtual halt in Oklahoma. 

(f) Oklahoma and the surrounding territory, including Texas, 
is the Annapolis and West Point of oil know-how. We sent oil ex- 
perts all over the world. 

We must have revenue to find oil reserves. 

There appears to be widespread conviction on the part of those in 
high Government positions and authority that by importing excessive 
amounts of crude oil we are, as a result, saving our domestic oil 
supplies for a national emergency. 

The production of oil is a team effort from start to finish. The 
mud pits are dug by one independent contractor; the hole is cut by 
a separate team of independent contractors. The pipe is run by an 
independent casing crew. The electric log, the cementing, the tem- 
perature surveys, the perforating, the swabbing, the production of the 
well, are all, to mention a few, done by separate teams of experts and 
all of them are indispensable to asuccessful operation. 

This idea of saving our domestic crew is as fallacious in its reason- 
ing as another situation which I have in mind. In Oklahoma we have 
a great. football team which has on its schedule in September of 1956 
the University of Notre Dame, which, as you gentlemen all know, 
is also a great team. What man among you gentlemen present here 
today would advise our great coach, Bud Wilkerson, not to schedule 
any scrimmage, not to have any tackling or blocking practice, not to 
play any more football games, but to keep the Big Red under wraps 
and save them for the game with Notre Dame in 1956. Come 1956, 
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the Big Red would not be ready. This is an illustration of a typical 
situation. Do the same thing to the domestic oil team, and when an 
emergency arises, the oil team would not be ready. 

There is an estimated 2 billion barrels of oil in old depleted fields 
in Oklahoma which can, and will be, recovered by competent second- 
ary recovery methors, provided, however, that there is an incentive 
necessary to put such a program into effect. The recovery of this oil 
will be slow and expensive and cannot be accomplished overnight, nor 
can it be turned on and off like one would the water in the kitchen 
faucet. 

Oil is where you find it. 

In 1953, there were 167 new oilfields discovered in Oklahoma and 
the known reserves are higher now than ever before, and productive 
capacity, without waste, is higher than ever before. This is quoting 
the figures by the Corporation Commission of Oklahoma. 

All thoughtful men and women engaged in the petroleum industry 
in this country are concerned as to the future effect upon the security 
of this Nation in the event of a national emergency which would flow 
directly from a continuation of unrestricted importation of oil into 
the domestic market of the United States. So far as can be foreseen, 
the present importation and its effects amounts to finding oil in other 
parts of the world which would not be available to this country in the 
event of an emergency and at the same time the effect upon the domes- 
tic oil industry is to starve it out, paralyse it, dry it up and sign its 
death warrant. 

In a few words, what all people who have the interests of this 
Nation at heart and who are engaged in the oil business are concerned 
with more than anything else is where unrestricted oil importation 
leads. In my humble opinion, we are fast approaching a situation 
where we come up empty handed and, at the same time, put the na- 
tional security in the greatest jeopardy when such a time comes, and 
this is not inconceiable and not very far down the future, it will be 
a case of two little or nothing at all, and certainly too late. 

What we are asking here is that the foreign oil producers share our 
restriction and conservation practices on a fair and equitable basis. 

The CuHatrMan. Does that complete your statement ? 

Mr. Woops. I have a resolution I would like to read. 

The Cuarrman. Would you be kind enough to include that in the 
record ? 

Mr. Woops. Yes, sir. 

The Cuarrman. We will just include it. It will be included in 
the printed hearings. 

Mr. Woops. This is a resolution of the Oklahoma Legislature. 

The CHarrman. We still have 5 or 6 witnesses we are trying to 
hear. How long would it take you to read it? 

Mr. Woops. Just a few moments. 

The Cramman. You may proceed. 

Mr. Woops (reading) : 


A resolution relating to the importing of crude oil from foreign countries, 
memorializing the President and Congress of the United States to enact suitable 
legislation to curb the imports of crude oil from foreign countries: 


To the President and the Congress of the United States of America: 


Your memorialists respectfully represents that crude oil and petroleum prod- 
ucts are Oklahoma’s greatest naturual resources; that the State of Oklahoma 
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has taken every precaution to properly conserve its crude oil reserves by limiting 
production to conform with economic demands; that competition from foreign 
imports have a tendency to nullify the efforts of the State of Oklahoma and of 
other States to properly conserve their oil reserves, and that such imports 
should, therefore, be controlled in proportion to the domestic production and 
demand; that when drastic curtailment in oil production was imposed within 
the United States during the year 1954, to the extent that the economy of the 
State of Oklahoma was on the verge of economic chaos, imports of foreign oil 
to the United States were being increased : Now, therefore, be it 

Resolved by the House of Representatives of the State of Oklahoma (the Senate 
concurring therein), That the President and Congress of the United States enact 
legislation curtailing and controlling the imports of foreign crude oil and petro- 
leum products to the United States in such a manner that the present rate of 
imports be reduced 50 percent, and in the future that such imports be permitted 
only in direct ratio to domestic demand and production of such products within 
the boundaries of the United States. 


The Cuatrman. All right, Mr. Woods, we thank you for your 
appearance and the information given the committee. 

Mr. Woops. Thank you. 

The CHarrMan. The next witness is Mr. George P. Ellison. 


For the record, please give your name, address, and the capacity 
in which you appear. 


STATEMENT OF GEORGE P. ELLISON, PRESIDENT, KENTUCKY OIL 
& GAS ASSOCIATION 


Mr. Ex.ison. Mr. Chairman and members of the committee, my 
name is George P. Ellison. Iam manager of Producers Pipe Line Co., 
and an independent oil producer from Owensboro, Ky. I am presi- 
dent of the Kentucky Oil & Gas Association and a member of the 
executive committee of the Independent Petroleum Association of 


America, 

I have been engaged in the domestic petroleum industry for the 
last 30 years, with experience in marketing, crude-oil production, 
purchasing, and transportation. 

Oil is important to the State of Kentucky. Our first commercial 
production was in 1883. Of our 120 counties in the State, 52 counties 
produce some oil; 12 percent of the total acreage of the State is either 
producing income to the landowners through actual production of 
oil or through income received as bonus and rental of land for 
as eH 

The National Petroleum Council is an official oil industry body ap- 
pointed by the Secretary of Interior. Among their members are in- 
cluded the heads of all of the importing companies. The council, un- 
der date of July 13, 1949, issued a report in which it stated as follows: 

Imports in excess of our economic needs, after taking into account domestic 
production in conformance with good conservation practices and within the 
limits of maximum efficient rates of production, will retard domestie explora- 
tion and development of new oilfields and the technological progress in all 
branches of the industry which is essential to the Nation’s economic welfare 
and security. 

Volumewise, total imports averaged only 181,000 barrels daily in 
the 1935-41 period. The war years, 1942-45, were only slightly higher, 
averaging 209,000 barrels daily. 

In the postw ar period, however, imports have increased tremend- 
ously, averaging 611,000 barrels daily i in the 1946-51 period and go- 
ing over the million barr els per day level in 1953. 

The total imports in 1955 will average about 1,065,000 barrels daily. 
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The most disturbing thing about his whole matter, however, is the 
outlook for 1955. Just a few days ago, the major importing com- 
panies filed schedules with the Texas Railroad Commission indicating 
the amounts they plan to import during the first 5 months of 1955. 
Based on these figures, oil imports during these 5 months will average 
about 1,240,000 barrels daily. 

This amounts to an increase of more than 150,000 barrels daily or 
about 15 percent over the same 5 months of 1954. The more optimistic 
petroleum economists in the United States anticipate about a 5-per- 
cent gain in United States consumption next year. I cite these figures 
to indicate the rapid strides which imports are making in taking over 
domestic markets and to illustrate the failure of the importing com- 
panies to play the game in accordance with the rules which they 
themselves helped to make and unanimously agreed upon. 

To dispel any doubts which may exist as to the ability of the do 
mestic petroleum industry to supply the needs of this country, and 
to clearly show that imports are now supplanting domestic produc- 
tion, I would like to cite some figures with regard to the domestic in- 
dustry’s productive capacity. A report of the Independent Petro- 
leum Association’s productive capacity committee, dated May 1954, es- 
timated the total productive capacity in the United States of crude 
oil and natural gas liquids at 8,699,500 barrels daily as of January 
1954. The committee forecast that this capacity would increase to 
9,105,000 barrels daily by January 1955, which would indicate an 
average capacity in the United States during the year 1954 of 8,888,- 
000 barrels daily. Actual production during 1954 averaged about 
7 million barrels daily. This would indicate an average shut-in or idle 
capacity, capable of being produced without waste, in the United 
States during 1954 of almost 2 million barrels daily. 

To pinpoint the effects of these excessive oil imports on individual 
areas of the country I would like to discuss the situation briefly as 
it exists in Kentucky. 

The Producers Pipe Line Co., of which I am manager, has been 
prorating 30 percent during the last half of 1954. By 30 percent 
proration, I mean we are only running 70 percent of the producing 
capacity of each lease connected to our gathering system. We are 
trying to keep secondary recovery projects on full production from 
a conservation standpoint. Stripper production should be allowed 
to produce its capacity because of conservation reasons, but under 
proration this cannot be done because of lack of crude oil storage and 
market. 

Prior to July 1954, all cuts in the crude prices originated in the 
West and Southwest, and moved to the East. In July 1954, crude 
prices were cut on Pennsylvania grades and moved west until it 
spread through the Kentucky-Indiana-Illinois Basin and into Okla- 
homa and Kansas. 

We in the crude-oil-production areas, realize this was caused by an 
oversupply of crude oil made available to east coast refineries by oil 
imports. Normally, crude oil moves from the Southwest to the East 
and Northeast. At present, this procedure has reversed itself. One 
of our large refineries in Kentucky is now purchasing a large amount 
of crude oil from eastern Ohio, West Virginia, and Pennsylvania, 
thereby reducing their purchases of western Kentucky crude. Again, 
the reason for this is the import oil has taken the market for these 
oils and placed them on markets to the west. 
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Secondary recovery projects located in counties where there are 
no pipelines are being held up because crude-oil-purchasing com- 
panies cannot afford to build the 
to deliver the oil. 

We in the Ohio Valley had not suffered from crude-oil imports 
until 1954. Our markets were good. We always had sales for all of 
the oil gathered. Excessive imports have completely changed this 
situation for us. Many of our banks are engaged in making loans on 
oil properties either for primary production or secondary recovery. 

Due to the lack of markets Sst proration, many operators have 
been forced to request additional consideration concerning reduction 
of payments and time in which these loans are to be liquidated. It 
has also become more difficult to secure loans due to the present con- 
dition of our markets, 

We have many cable tool rigs idle. Oil-field employment has de- 
clined. The State, counties, and school districts are being deprived 
of taxes which they are badly in need of, too. Marginal wells, from 
an economic viewpoint, are baling plugged and thousands of barrels 
of domestic crude production is being lost to us because of the failure 
of the importing companies to recognize the rules prescribed by them 
in the National Petroleum Council report of July 13, 1949. 

The Kentucky oil producers urge this committee to amend H. R. 1 
so as to place a reasonable legislative limitation on oil imports. 

The CratrMan. Does that complete your statement, Mr. Ellison? 

Mr. Exxitson. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Reed, of New York, will inquire. 

Mr. Reep. I want to congratulate you, sir, on that very fine state- 
ment. I appreciate it very much. 

I would like to ask you a question. I would not like to be too per- 
ome but I would like to know what football team you played on as 
tackle. 

Mr. Extison. There were about 2 or 3 of them. 

Mr. Reep. I thought so. Are any of the men living that you went 
up against? ; 

Mr. Exuison. Yes, sir. 

Mr. Reep. Thank you very much. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Ex.ison. Thank you. 

The Cuarrman. The next witness is Mr. W. F. Schell. 

Come forward, please, Mr. Schell. 


_ For the record, would you state your name, address, and the capacity 
in which you appear? 


se lines without a market in which 


STATEMENT OF WILLIAM F. SCHELL, KAN"AS INDEPENDENT OIL 
& GAS ASSOCIATION 


Mr. Scueti. My name is William F. Schell. I am from Witchita, 
Kans., and I represent the Kansas Independent Oil & Gas Association. 

With the chairman and the committee’s approval, I will attempt 
to paraphrase part of my statement here in order that the time will not 
be too long. I appreciate the patience that you have. 
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The Cuarmman. We appreciate your cooperation. Your entire 
statement will appear in the record. You may proceed. 

Mr. Scuetu. The statement shows that the oil and gas business in 
our State is the second most important industry. In the past 3 years, 
production has been in excess of 100 million barrels, which was sold 
tor an annual amount in excess of some $300 million. 

Thousands of Kansas’ citizens derive direct employment from the 
oil and gas industry in our State and quite naturally many thousands 
more are indirectly affected by it and derive their incomes from that 
industry. 

The statement shows the total numbers of acres of land under lease 
in our State, which is a very high total, and also shows the amount 
that land and royalty owners received in dollars during the past 3 
years, approximately $40 million a year. That applies only to pro- 
ducing leases. 

As to nonproducing leases, they are held by what we call dela 
rental payments, and this provides an additional revenue to the land- 
owners of our State. 

The statement also shows that of ad valorem taxes which are paid 
in our State, a greater share are paid by our oil industry, approxi- 
mately 10 percent of the total, and in some counties the oil and gas 
producing segment of the industry pays as much as 50 percent of the 
total ad valorem tax. 

Of course, when consideration is given to the allied segments of 
the industry, such as refineries, natural gasoline plants, and so forth, 
the percentage is considerably increased. 

The figures and data mentioned are given to show the magnitude 
and importance of the industry in our State and to explain the con- 
cern and interest of the industry and the people of the State who 
cannot help but be affected by it. 

Another thing I want to mention is that contrary to some popular 
misconceptions, the producing segment of the oil and gas industry 
in the State of Kansas, and I think in other States, too, consists of 
many small, independent oil producers, small-business men who make 
a modest living from the oil business. 

Wells in Kansas, by and large, are of moderate depths, and this, 
of course, makes for more moderate capital investments than in certain 
other areas, and, therefore, Kansas is an attractive place for inde- 
pendent oilmen. 

In addition, of course, to independent oil operators, there are many 
lease buyers and geologists, and so forth, who are also small-business 
men making a living from the oil business. 

Tf I may read from page 3: 

Tn Kansas the State corporation commission has been empowered by 
State law to regulate the production of crude oil so as to prevent 
physical and economic waste. This regulation has continued for some 
20 years up to the present date and it is fair to say that the State’s 
conservation laws and the administration of them have made for 
orderly development of our oil and gas reserves and have guided that 
development in such a manner that the valuable oil reserves of the 
State have been produced at a maximum rate of efficiency, with a 
minimum of waste. The effect of these laws cannot be overempha- 
sized. The fruits of their administration will be the recovery of 
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millions of barrels of crude petroleum that otherwise would have 
been left in the ground or wasted. 

Other incidents flowing from their operation are regular employ- 
ment for thousands of workers in the oil and gas industry and aid in 
providing a dependable and consistent source of tax income. From 
a national standpoint the building up of significant reserves may be 
the most important accomplishment of these laws. 

Today the efficacy of these laws is threatened by a factor beyond our 
control. Market een is a factor considered by the Kansas com- 
mission in limiting Kansas production and under current conditions 
it is impossible hae" to regulate or to forecast oil imports. No State 
or Federal agency appears to have any jurisdiction over the amount of 
foreign oil that can be brought into the domestic market. This has 
created a situation where part of our oil supply is rigidly prorated 
and the other part is totally unrestricted. As an example of the effect 
of oil imports upon Kansas producers, the State corporation commis- 
sion in 1953, after oil imports had steadily climbed to 14 percent of 
domestic demand, issued a drastic order requiring all operators to 
shut down all producing wells. 

All wells in the State stopped producing for a period of 10 days in 
the month of October 1953. The above ground stocks of crude in the 
State were extremely high at that period and no doubt the major con- 
tributing factor to the oversupply was and is excessive importation of 
foreign ‘oil. 

We have just gone through a period for the last several months in 
Kansas, in which the State corporation commission limited the dail 
production per well in the State to 25 barrels. Wells that would ordi- 
narily produce 75 to 80 barrels daily were allowed to produce no more 
than 25 barrels. One major company announced in August a 30-per- 
cent slash in its crude buying for that month. 

These situations help to explain why Kansas producers are becoming 
increasingly worried over the effects of oil imports upon the industry. 
Bank loans will become increasingly difficult to obtain because of the 
uncertainties of time required to return investments. Producers face 
complex problems, such as financial inability to develop a lease in 
accordance with the implied covenants thereof or to drill offsets to 
protect adjoining-land owners from drainage. 

We want to point out that if the oil industry in this country is 
allowed to deteriorate through the loss of its markets or the destroying 
of other incentives to find and produce oil, it cannot be tooled up at a 
moment’s notice should a national emergency arise. 

A strong vibrant oil industry is essential to the welfare of the Nation 
and to the economy of the State of Kansas. It appears to us that the 
well-being of the industry is being increasingly affected by foreign 
imports of oil. Imports have never leveled off and it appears instead 
that the situation steadily grows more aggravated. 

We think that Federal restrictions should be imposed before irre- 
parable damage is done to the industry. 

(Full text of statement is as follows:) 


STATEMENT BY WILLIAM F, SCHELL, oF WICHITA, KANS. 


My name is William F. Schell. I am an attorney and have been in close 
contact with the oil industry in Kansas for a number of years. I am at present 
the chairman of the legislative committee of the Kansas Independent Oil & Gas 
Association. I am here for the purpose of calling to the committee’s attention 
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a situation which is causing increasing concern and anxiety within the oil 
and gas industry in Kansas. 

The oil and gas business is the second most important industry in my State. 
Only agriculture can be considered as being ahead of it as a force affecting the 
State’s economy. In the past 3 years our average annual oil production has 
totaled well in excess of 100 million barrels, which was sold for an average 
annual amount in excess of $300 million. We have 105 counties in the State and, 
at the present time, 81 of those counties are producing oil or gas. It would no 
doubt be a fair statement to say that the industry, in some of its phases, touches 
every county in the State. 

Thousands of Kansas citizens derive direct employment from the oil and gas 
industry in our State, and many thousands more, quite naturally, are dependent, 
as to their jobs and their businesses, upon this, the State’s second largest 
industry. 

From data compiled by the State Corporation of the State of Kansas we note 
that as of January 1, 1954, a total of 15,456,300 acres of land within the State 
were under oil and gas leases. Of this total, approximately 4,175,000 acres enjoy 
production and, under such leases, landowners and royaltyowners received some 
$40 million per year during the last 3 years as their one-eighth share of the 
production under the leases covering these lands. As to the nonproducing leases, 
which constitute approximately 11,281,300 acres, landowners and royaltyowners 
are receiving annual delay rentals, paid to continue the leases in force, of an 
average of $1 per acre. This adds an additional amount of annual revenue to 
the State of approximately $11 million. Additional royalty income is also 
received from natural gas and liquified petroleum gas which are allied products. 

Ad valorem taxes, which are paid by the producing segment of the oil and 
gas industry, amount annually to nearly 10 percent of the total ad valorem tax 
collected in the State. When consideration is given to the ad valorem tax paid 
by other segments of the industry, such as refineries, natural-gasoline plants, 
compressor stations, carbon-black plants, manufacturers of oilfield supplies, 
oil and gas service companies, oilfield trucking companies, and the like. the total 
percent is considerably increased. Many of our counties are dependent to a 
great extent upon the ad valorem tax revenues collected directly from the oil 
and gas industry. In some of these counties the producing segment of the 
industry pays approximately half of the total ad valorem tax collected. 

The figures and data mentioned are given in order to show the magnitude and 
importance of the oil and gas industry in the State of Kansas and to thus 
explain the concern and interest of the industry and the people of the State who 
cannot help but be affected by it, with reference to any factors or forces which 
affect its vitality. 

One other point which should be singled out. I think it can be generally con 
ceded that the second largest industry of a State affects indirectly the fortunes 
and well-being of a great many of its inhabitants. However, it should be 
pointed out in addition that, contrary to some popular misconceptions, the pro- 
ducing segment of the oil and gas industry consists of many small independent 
oil producers, small-business men who make a modest living from the oil busi- 
ness. Wells are generally of moderate depths, which makes for more moderate 
capital investments than in some other areas, hence Kansas provides a good 
location for the small independent businessman in the oil business. In addition 
to a large number of independent operators there are many lease buyers, geolo- 
gists, etc., who are also small-business men making a living from the oil business. 

In Kansas, the State corporation Commission has been emyowered by State 
law to regulate the production of crude oil so as to prevent physical and eco- 
nomie waste. This regulation has continued for some 20 years up to the present 
date and it is fair to say that the State’s conservation laws and the administra- 
tion of them have made for orderly development of our oil and gas reserves and 
have guided that development in such a manner that the valuable oil reserves 
of the State have been produced at a maximum rate of efficiency, with a minimum 
of waste. The effect of these laws cannot be overemphasized. The fruits of 
their administration will be the recovery of millions of barrels of crude petroleum 
that otherwise would have been left in the ground or wasted. (Other incidents 
flowing from their operation are regular employment for thousands of workers 
in the oil and gas industry and aid in providing a dependable and consistent 
source of tax income. From a national standpoint the building up of significant 
reserves may be the most important accomplishment of these laws. 

Today the efficacy of these laws is threatened by a factor beyond our control. 
Market demand is a factor considered by the Kansas commission in limiting 
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Kansas production, and under current conditions it is impossible either to regu- 
late or to forecast oil imports. No State or Federal agency appears to have any 
Jurisdiction over the amount of foreign oil that can be brought into the domestic 
market. This has created a situation where part of our oil supply is rigidly 
proroated and the other part is totally unrestricted. As an example of the 
effect of oil imports upon Kansas producers, the State corporation commission 
in 1953, after oil imports had steadily climbed to 14 percent of domestie demand, 
issued a drastic order requiring all operators to shut down all producing wells. 
All wells in the State stopped producing for a period of 10 days in the month 
of October 1953. The above-ground stocks of crnde in the State were extremely 
high at that period and no doubt the major contributing factor to the oversupply 
was and is excessive importation of foreign oil. 2 

We have just gone through a period for the last several months in Kansas, in 
which the State corporation commission limited the daily production per well 
in the State to 25 barrels. Wells that would ordinarily produce 75 to 80 barrels 
daily were allowed to produce no more than 25 barrels. One major company 
announced in August a 30-percent slash in its crude buyirg for that month. 

These situations help to explain why Kansas producers are becoming increas- 
ingly worried over the effects of oil imports upon the industry. Bank loans 
will become increasingly difficult to obtain because of the uncertainties of time 
required to return investments. Producers face complex problems such as 
financial inability to develop a lease in accordance with the implied covenants 
thereof or to drill offsets to protect adjoining land owners from drainage. 

We want to point out that if the oil industry in this country is allowed to 
deteriorate through the loss of its markets or the destroying of other incentives 
to find and produce oil, it cannot be tooled up at a moment’s notice should a 
national emergency arise. A strong vibrant oil industry is essential to the 
welfare of the Nation and to the economy of the State of Kansas. It appears 
to us that the well-being of the industry is being increasingly affected by foreign 
imports of oil. Imports have never leveled off and it appears instead that the 
situation steadily grows more aggravated. 

We think that federal restrictions should be imposed before irreparable 
damage is done to the industry. 


The CuarrMan. Does that complete your statement, Mr. Schell? 

Mr. Scueti. Yes, sir. 

The Cuamman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Scuetzi. Thank you, sir. 

The Cxuarmman. Mr. Reed, of New York, will inquire. 

Mr. Reep. Has this resulted in considerable unemployment in your 
oilfields, these imports ? ; 

Mr. Scuett. There has been some unemployment. I think it has 
not reached drastic proportions at this particular time. I might point 
out, however, that the oil and gas industry, being of the size that it is, 
of course, has considerable momentum, and it takes awhile for the 
increase in present-day imports to reach independent operator and the 
lease man and the fieldman. But the critical thing to us is that imports 
continually increase. 

Mr. Reep. It will eventually bring about the unemployment though ? 

Mr. Scueiy. Yes. And it looks to us like it is going to get worse 
before it gets any better. 

The Cuamman. Thank you for your appearance and the informa- 
tion given the committee. 

Mr. Scuett. Thank you. 

The Cuamman. The next witness is Mr. Kenneth M. Kew. | 

Come forward, please. For the record, will you please give your 
name, address, and the capacity in which you appear. 
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STATEMENT OF KENNETH M. KEW, PRESIDENT, OHIO OIL & GAS 
ASSOCIATION 


Mr. Kew. Mr. Chairman and gentlemen, my name is Kenneth M. 
Kew, and I live in Newark, Ohio. In addition to being president of 
the Ohio Oil & Gas Association, Inc., a trade association of 900 mem- 
bers, I am vice president of the Edward H. Everett Co., an Ohio cor- 
poration engaged in the production of oil and gas since 1885. 

Ohio is not a large producer of crude oil, yet several thousand 
people in our State ais their living directly from the oil and gas 
industry. Ohio produces about 11,000 barrels of crude oil daily. 
At present, Corning Grade production, which accounts for over one- 
half of total production, is under an 80-percent prorate—which means 
that 20 percent of that production is shut-in. Other grades have 
been cut back back by price reductions, rather than a prorate. The 
Ohio oil industry is not in a healthy condition. Oil imports have 
had an adverse effect on our local production. 

Ohio is a stripper-well State, our production averaging half a 
barrel per well daily. We can’t compete with crude from wells in 
the Middle East which average 6,000 barrels daily, 12,000 times as 
much. Yet, in event of war, our production is assured, and, with 
proper management, could be stepped up, while imported crude 
could easily be lost. 

The oil and gas industry in Ohio works closely with other mineral 
extracting industries. We have coal-producer members of our asso- 
ciation. Some coal operators drill for oil and gas, other lease to oil 
and gas operators. Oil, gas, and coal are often produced simulta- 
neously from the same leases. Coal producers have been hurt by im- 
ports, as have the glass factories and potteries in Ohio which use our 
natural gas. 

On May 11, 1953, Clyde M. Foraker who was president of our usso- 
ciation, at that time, made a statement before your committee and 
closed with the following paragraph: 

Some of our association members are reluctant to come to Congress for a 
solution of our problem. We are, however, authorized to present to your com- 
mittee the above facts showing the seriousness of the situation facing us in Ohio. 

Since that time, we have felt the full impact of unrestricted imports. 
We have seen our production under a 60-percent prorate at present 
raised to 80 percent. The situation is stil serious. Efforts to work 
out our problems with importing companies have not been successful. 
No relief has come from any Government source. 

We now, as a last resort, look to Congress to solve our problem. 
We have the full endorsement of our membership in presenting our 
statement at this time. 

The Cuatrman. Does that complete your statement, Mr. Kew? 

Mr. Kew. Yes. 

The CuatrmaN. We thank you for your appearance and the in- 
formation given the committee. 

Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenxrns. Your last sentence says, “We have full endorsement 
of our membership in presenting our statement at this time.” Earlier 
in the statement you stated that Ohio is a large producer of crude 
oil, with several thousand people being employed in that field in our 
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State making a living. How many thousands of people would you 
say there are? 

Mr. Kew. When we think of the number of people who work in 
the refineries, and the marketing end of it, I would say a half-million 
people are directly in oil operations in Ohio. Refinery capacity in 
Ohio alone constitutes approximately 380,000 barrels a day, so they 
employ a goodly number of people. 

Mr. Jenkins. That is what I wanted to bring out, that you do have 
quite a large number of refineries that employ a large number of 
employees. 

Mr. Kew. Yes; we do. 

Mr. Jenkins. Naturally, men who work there do not do anything 
else. That is a close job. I notice you use the term there that | 
have not heard in any of these other statements. You say “rather 
than a prorate.” Just what do you mean by prorate? 

Mr. Kew. Well, that has been a foreign word in Ohio. I will ad- 
mit that. We have never been subjected to regulated production 
until last July. Our purchaser of crude, the major purchaser of 
foreign crude, who apparently had lost their market or were getting 
too much oil, inflicted a 60 percent prorate on all Corning products. 
We do not have any laws regulating production in the State of Ohio. 
We are regulated in conservation entirely through the individual 
operators ideas of operating a property. As I stated before, Ohio is 
a stripper well State. The reason for the half-barrel a day—of 
course we have many wells in Ohio that make more than that—we 
have production that goes back for 30 or 40 years. Our company 
has wells that are 40 years old that are not making too much oil, but 
we are producing from them, and we are endeavoring to keep our 
production up as best we can with new drilling. Although we have 
been retarded due to the fact that we could not sell the oil if we did 
find it. 

Mr. Jenkins. In other words, while your production is curtailed by 
importation, they are also curtailed by somebody else being curtailed, 
that is, the people who take your production ? 

Mr. Kew. Yes. 

Mr. Jenkins. So, according to your figures, you are never past 80 
percent of your production ? 

Mr. Kew. We are not at this time, no, and not since last July. 

Mr. Jenxrns. But you can produce more if all restrictions are 
removed ? 

Mr. Kew. If we can sell our oil, we can produce more, of course. 

Mr. Jenxrns. I know that there a lot of oil wells throughout the 
State of Ohio. Do they quite generally belong to your organization ? 

Mr. Kew. Yes. We have a wonderful diversified number of people 
directly and indirectly connected with oil production. 

Mr. Jenkins. And some of them, I dare say, do not belong to your 
organization, is that right? 

Mr. Kew. That is right. 

Mr. Jenxtns. Do you still have Mr. Korst, the efficient secretary 
that you used to have? 

Mr. Kew. We certainly do. 

Mr. Jenxrns. I hope you keep him because he has meant a whole Jot 
to your organization and has been down here a number of times and 
makes a good impression. 
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Mr. Kew. We are very much aware of it. I want to thank you for 
that compliment. 


Mr, Jenxrns. That is all. 

The Cuarrman. Mr. Reed of New York will inquire. 

Mr. Reep. You say Ohio is a stripper-well State. That is correct; 
is 1t 

Mr. Kew. That is correct. 

Mr. Reep. The same is also true of my State of New York. Is it not 
true that unless you get a proper price, the stripper production will be 
forever lost? 

Mr. Kew. Yes; that is very true. 

Mr. Reep. In other words, keeping the stripper wells operating is 
an important conservation matter ; is it not? 

Mr. Kew. The fact of prorating stripper wells is a very ridiculous 
thing to do in my mind. Flow are you going to prorate a well making 
8 to 10 barrels a week? If you do, older wells will frequently make 
water. That is a bad thing, to not pump your wells frequently if 
there is a water situation existing. 

Mr. Reep. Either fortunately or unfortunately, I have a gas well on 
my farm. 

Mr. Kew. Wonderful. I hope it lasts you a long time. 

Mr. Reep. They have to give it a great deal of attention because of 
the water. 

Mr. Kew. Yes. 

Mr. Reep. Thank you. 

The CHatrrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Kew. Thank you. 

The CuHatrman. The next witness is Mr. Emory Carper. 


Come forward, please. Will you please give your name, address, 
and the capacity in which you appear, for the record ? 


STATEMENT OF EMORY CARPER, PRESIDENT, NEW MEXICO OIL & 
GAS ASSOCIATION 


Mr. Carper. My name is Emory Carper. I live in Artesia, N. Mex. 
I am president of the Carper Drilling Co., Inc., and president of the 
New Mexico Oil and Gas Association. I am here representing the inde- 
pendent producers of New Mexico. 

My firm operates about 90 oil wells. I mention these facts to estab- 
lish my qualifications to testify. New Mexico has 10,000 wells, pro- 
duces 200,000 barrels of oil per day. I have been in the oil business 
since its inception in New Mexico in 1924. I have seen the allowable 
drop from 200 barrels a day per well to a top allowable of 40 barrels 
per day per well, all within 10 years. Our drilling in New Mexico 
is on 40-acre spacing. As you know, the allowable is based on market 
demand. In the meantime, we have seen imports increase from ap- 
proximately 200,000 barrels per day to 1,200,000 barrels per day, 
and no indications it will not continue to increase. 

More than 50 percent of the taxes in New Mexico are carried by the 
oil and gas industry which has nothing to do with gasoline taxes, 
which are over and above. Any lessening of market demand is dras- 
tically felt by the tax structure in the State. We have had promises 
of voluntary curtailment of imports. So far it has not worked. 


57600—55— pt. 1——-87 
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Perhaps the importing companies could not restrict their imports 
without violating the antitrust laws. Icannot say aboutthis. Nearly 
all of the New Mexico production is either on Federal lands or State 
lands, so that lower allowables reduce the revenue to the Federal 
Government as well as to the State and the operator. 

I understand we have quotas on sugar, wheat, and various other 
commodities. We can see no reason why it should not be an oil. 
The production of oil in the United States is about 13 barrels per 
day per well. Saudi Arabia can produce 5,000 barrels per day from 
1 well. Venezuela produces about 200 barrels per day from 1 well. 
Obviously, it is very difficult for us to meet that kind of competition. 
As for running out of oil, I feel that we are more likely to run out 
of the need for oil than to run out of oil, as our reserves today are at 
an all-time high. 

I noted the statement in the morning Washington Post by General 
Twining about nuclear powered intercontinental bombers, and also 
the successful test of the submarine Nautilus. Why not autos next? 
I say it is possible and even probable in the future. I wish to state 
that New Mexico also has passed a resolution asking for a limit on 
imports of oil. 

The Cuatrman. We thank you for your appearance, Mr. Carper, 
and the information given the committee. 

Mr. Carrer. Thank you. 

The Cuatrman. The next witness is Mr. H. P. Nichols. 

For the record, will you please give your name, address, and the 
capacity in which you appear. 


STATEMENT OF H. P. NICHOLS, EXECUTIVE VICE PRESIDENT, EAST 
TEXAS OIL ASSOCIATION 


Mr. Nicnors. My name is H. P. Nichols. I reside at Tyler, Tex. 
I am speaking for the East Texas Oil Association, and myself as a 
producer in Texas. 

The Cuatrman. You are recognized and may proceed, Mr. Nichols. 

Mr. Nicnots. Might I ask the committee at this time, please, if 
there are any questions, my private line telephone is not in accord 
with the acoustics of this room. I would thank you to speak a little 
louder than you have to the other witnesses. 

Before I start my statement, I am attempting to show this commit- 
tee but one thing. We have ample reserves within this country to 
care for any condition. Under a system of free enterprise the inde- 

endent oil industry has in the past been fairly successful in solving 
its problems, but excessive imports of foreign crude presents a problem 
with which it cannot cope. It is a Federal matter and if the inde- 
pendent oil industry is to survive, the Congress must intervene. 

Following World War I, it was said, “We floated to victory on a 
sea of oil.” 

On December 31, 1945, or after World War IT, our reserves were 
20 billion barrels. As of this date, it is safe to say that our reserves 
will aggregate 34 billion barrels or more. 

The United States Geological Survey in speaking of the Rocky 
Mountain area, states: 


* * * this region offers the greatest potential future oil source in this 
country’s continental limits. 
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The Rocky Mountain area takes in parts of 11 States: Colorado, 
Wyoming, western Nebraska, Montana, North Dakota, South Dakota, 
Utah, Arizona, Idaho, Nevada, and northern New Mexico. 

In 1953 the Recky Mountain area drilled 3,417 wells, and in 1954 
it is expected this area will drill about 4,300 wells, or about one-third 
of what Texas drilled in 1954. Excessive imports can and will seri- 
ously impair the development of the Rocky Mountain area. 

In 1954 Texas completed 12,031 oil wells and 1,119 gas wells. 
Would these figures look as though we must import foreign oil to 
the extent that it supplants domestic crude? 

We have a tidelands, but in the event of war, that source could not 
be considered a safe bet. 

The Congress can be assured that there is ample reserves within 
the United States to easily supply all petroleum products, for one 
or more global wars. 

I appreciate the position of this committee. I know you have had 
figures and testimony from what I would term subsidized witnesses ; 
figures of these witnesses may have been twisted to fit their contentions. 

Gentlemen, beware of subsidized witnesses. They are likely at- 
tempting to increase the earnings of their company to the extent that 
they may be awarded in increase in salary. Do these importing 
companies pay income taxes on oil produced foreign? It is possible 
that Russia may bomb this country, but it is certain her 300 or more 
submarines cannot reach our inland wells. Under a guise of defense 
strategy will this Congress permit some 6 or 8 major companies to 
jeopardize an industry now ready and able to furnish ample quanti- 
ties of this strategic material? Please remember that oil tankers 
are easy targets for submarines. ' 

During 1954 Texas wells were shut in an average of 15 days per 
calendar month, yet we paid labor and office help for the full calendar 
month. 

The domestic oil industry must be kept in a healthy condition. 
Remember it takes from 2 to 3 years to define a new oilfield and get 
it in peak production. 

I do not believe the Congress will permit some 6 or 8 major com- 
panies and a like number of little “gimme” countries to destroy this 
great industry which has contributed so much to the peace and 
happiness of its citizens. 

The CHatrmMan. We thank you, Mr. Nichols, for your appearance 
and the information given the committee. 

Mr. Nicuots. Thank you, sir. 

The Cuarrman. The committee will now stand adjourned until 10 
o’clock Monday morning. 

(The following material was submitted for the record :) 


House OF REPRESENTATIVES, 


Washington, D. 0., February 10, 1955. 
Hon. JERE Cooper, 


Chairman, House Wauvs and Means Committee, 
1102 New House Office Building, Washington, D. C. 

Deak Mr. CHAIRMAN: During the deliberation of H. R. 1, a bill to extend the 
authority of the President to enter into trade agreements, I should like to urge 
the committee’s consideration of a problem which is vitally affecting the domestic 
oil industry—that of unrestricted importation of foreign crude oil. 

Last year, in a speech to the Congress, I set forth the dangers of a continued 
glut on the American market of foreign petroleum products. With the thought 
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that this speech might be of help to the committee in its analysis of the problem, 
Iam enclosing a copy for your study. 
Sincerely, 


JOHN JARMAN, 
Member of Congress. 


EXcEesSsIVE Or, Imports ENDANGER NATION’s SecuRITY—SPEECH OF HON. JOHN 
JARMAN, OF OKLAHOMA, IN THE HovseE or REPRESENTATIVES, TUESDAY, May 25, 
1954 


Mr. JARMAN. Mr. Speaker, on May 3 and 4, 1954, the board of directors of the 
Independent Petroleum Association of America, meeting at Denver, Colo., adopted 
a resolution relating to this Nation’s increasing dependency on imported oil. 
As a Representative of the Fifth District of Oklahoma, an area composed of 
five oil-producing counties, I find this resolution to be of vital interest to the 
people in my district. It is also of direct concern to Members of Congress from 
the 29 other States which now produce oil. Most important, however, because 
of its bearing on the national security, this resolution deals with a subject of 
primary significance to the elected Representatives of every State of the Union. 
For these reasons, I insert this resolution in the Congressional Record at this 
point : 


“RESOLUTION ON PETROLEUM IMPORTS ADOPTED BY THE BOARD OF DIRECTORS OF THE 
INDEPENDENT PETROLEUM ASSOCIATION OF AMERICA MIDYEAR MEETING, DENVER, 
COLO., MAY 3-4, 1954 


“The welfare and safety of the United States depend upon adequate oil sup- 
plies. President Eisenhower recognized this in speaking to the American people 
less than a month ago. He pointed out that Russia produced less than half a 
billion barrels of oil yearly as compared with 2% billion in this country. United 
States production of oil and steel, he said, ‘are deterrents upon men in the 
Kremlin. They are factors that make war, let us say, less likely.’ 

“Sufficient domestic oil is the backbone and the first line of our national defense. 
The fundamental issue involved in the question of oil imports, therefore, is pre- 
serving the strength of a vital American industry—oil and gas production. Exces- 
sive imports undermine that strength. As domestic producers our primary ob- 
jective is, and must be, to continue to find enough oil to keep pace with increasing 
national requirements. When excessive imports endanger that goal we have a 
right and a duty to demand corrective action. 

“At the last annual meeting of this association, October 1953, we cited the 
harm being inflicted upon the domestic industry by a continued high rate of 
imports. At that time there was an obvious and urgent need to effectuate a 
sound import policy. We were concerned with the effectiveness of a solution, 
not with the means. We urged, therefore, the consideration of all possible 
solutions and invited the cooperation of all elements of the petroleum industry. 
To this end we recommend that— 

“1. The importing companies voluntarily reduce imports to the proper levels; 

“2. The President of the United States and appropriate Government agencies 
take such action within the proper authority to accomplish this same objective; 

“3. If excessive imports should continue, without effective correction by all 
other possible means, then and only then should a solution be sought through 
legislative action. 

“Since that program was adopted more than 6 months ago, sineere and tireless 
efforts have been made to solve the import problem, short of legislation. This 
association has joined others in these efforts. Today we face the following 
facts: 

“First. Imports of crude oil and refined products have not been reduced, and 
are scheduled to increase further during 1954. 

“Second. The availability of domestic oil—primary factor set out by the Na- 
tional Petroleum Council for measuring the proper level of imports—proves that 
imports are supplanting domestic oil to an increasing extent. The latest figures 
show that we now have a shut-in domestic capacity of 134 million barrels daily, 
available at efficient rates of production. 

“Third. Repeated reductions in domestic production without corresponding 
reductions in imports have continued to violate the prineiples of equity to which 
the industry also has subscribed through the National Petroleum Council. 
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“Fourth. A pregressive weakening in the ability of the domestic oil industry 
to meet national needs would be the inevitable and disastrous result should 
excessive imports continue and thereby prevent necessary expansion in this 
country. 

“The. facts show imports to be excessive by every accepted standard. Imports 
of both crude oil and fuel oil have an established and accepted place in United 
States foreign trade. Excessive shut-in domestic production, or depressed fuel- 
oil markets below parity with competing fuels, have constituted evidence that 
imports have gone beyond justifiable levels. 

“Importing companies have had an opportunity to act, individually and volun- 
tarily. Reductions by some have been offset by increases by Others. No doubt 
remains that industrial statesmanship has failed to provide an overall and 
assured solution. 

“Likewise, no solution has yet been formulated through administrative agencies 
of the Federal Government. The report of the Randall Commission on Foreign 
Economie Policy dealt with foreign trade in general. The proposed 3-year exten- 
sion of the Trade Agreements Act calls for further tariff reductions and encour- 
agements to imports of all commodities. The answer to the specific problem of 
oil imports can and must be found within the framework of general trade policy 
and sound foreign trade relations. 

“The dangers confronting the domestic-oil industry are real and immediate. 
Further delay leads to dependency on foreign oil. We must not render our 
country defenseless in one of the most vital munitions of war. 

“As in the past, we would support a prompt and effective solution by any means 
short of legislation. Such a means being not now available or forthcoming, our 
national interest impels us to act before it is too late: Now, therefore, be it 

“Resolved by the board of directors of the Independent Petroleum Association 
of America, as approved by its executive committee, That the Congress of the 
United States be urged immediately to enact legislation to correct the conditions 
created by excessive oil imports which now endanger our Nation’s security; and 
be it further 

“Resolved, That cooperation and support are invited from all elements of the 
petroleum industry and from all those whose future welfare and security als» 
demand a strong and capable petroleum-producing industry in the United States.” 

This resolution represents the thinking of many of the people in my district. 
My State has, in the past year, felt the impact of the ever-increasing volume of 
foreign oil. It anticipates an intensification of this situation in the months to 
come. The potential consequences to my district’s economic welfare are both 
obvious and forbidding. The potential consequences to the State and Nation are 
similarly bleak. They must be prevented. 

As evidence of the situation in Oklahoma, I would like to quote from a letter 
sent to me by Mr. Roland V. Rodman, president of Anderson-Prichard Oil Corp. 
Mr. Rodman states: 

“Oklahoma has lost a great deal of her market. Formerly, we exported a sub- 
stantial amount of oil to Imperial Refinery at Sarnia, Ontario, and considerable 
oil moved to the east coast. 

“We have lost the Canadian market to Canadian crude. We have lost much of 
the east-coast market to importers and now we are in process of losing some 
of midwestern market to Colorado and Wyoming oils that are being sold at dis- 
tressed prices. 

“Two years ago Texas was producing 25 days a month. It is now producing 17 
days a month. Certain of our production in Oklahoma is now limited to 40 per- 
cent of what it was last September. It will only be a short time until our State 
finances are very badly shaken if further cuts become necessary.” 

Mr. Rodman’s letter ably sums up the impact, direct and indirect, of foreign oil 
on markets for Oklahoma crude oil. 

The further impairment of the oil industry in Oklahoma would be a severe blow 
to the State’s economy, for 62 of its 77 counties produce oil. Almost 40 percent of 
the land in Oklahoma is under lease. Since oil was discovered in Oklahoma, it has 
produced more than $10 billion worth of crude oil alone. 

Oil constitutes 90 percent of the value of all mineral production in my State. 
Some 43,000 people are directly employed by the oil-producing industry there. The 
loss of markets for Oklahoma oil would obviously exert an injurious force on the 
economy of Oklahoma, and would result in a curtailment of employment. These 
are real causes for concern. 

An increasing number of wells in my State are marginal in nature. This is in- 
dicated by the fact that the average daily production per well in Oklahoma is 8.4 
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barrels. It is further evidenced by figures which show that 97 percent of all Okla- 
homa wells were being operated by pump or artificial lift, as of January 1, 1954. 

This is not to say that Oklahoma oil is on the decline. A total of 167 new oil’ 
fields and pays were found in 1953, as compared with only 121 in 1951. This clear- 
ly indicates that Oklahoma’s oil potential is still very much on the upgrade. Her 
added reserves will be valueless to the Nation, however, unless they are developed. 
And, equally important, unless a market exists for development of new reserves, 
the operator cannot afford to engage in expensive exploratory drilling. Projected 
on a national scale, this could mean a reversal in the industry’s history of adding 
more oil to the Nation’s reservoir than is found each year. This trend has con- 
tinued for many years, and is more than adequate evidence that this country is 
definitely not, as some of the importers of oil would have us believe, running out 
of oil. 

The oil-imports problem is not, by any means, exclusively an Oklahoma problem. 
It is a national problem, and one that has accelerated in postwar years. Oil im- 
ports filled only 8 percent of national demand for oil in 1946, yet now they absorb - 
14 percent of the United States market. Over the same postwar period, oil im- 
ports have increased in volume from 377,000 barrels per day to their present rate 
well in excess of 1 million barrels per day. Oil imports have increased 179 per- 
cent during this period, while domestic crude oil production increased only 36 
percent. Thus, importation has increased at five times as fast a rate, percentage- 
wise, as has domestic crude oil production. The postwar increases in domestic 
demand for oil have thus been supplied, to an increasing extent, by foreign oil. 
This has occurred in an era immediately following the domestic oil industry’s tre- 
mendous contribution to victory in World War II. Continued governmental fail- 
ure to protect the interests of domestic producers would be tantamount to saying, 
“TI told you I loved you, now get out,” to quote a recent popular song. This might 
be well and good except for the fact that we may someday need again the security 
that is afforded by domestic oil. 

Oil produced in this country, after all, need not be protected from atomic- 
powered Russian submarines. It can be moved through invulnerable pipelines. 
Nor is it, like Iranian and other middle-eastern oil, located in an area adjoining 
Russia—an open invitation to conquest and exploitation. It can be utilized 
without the cost of lives of merchant mariners. It is not dependent on the 
shifting sands of international diplomacy. It can be fitted directly and imme- 
diately into the Nation’s specific military needs. 

Many of our military leaders have warned against the consequences of de- 
pendency on foreign sources for strategic materials. Gen. Albert C. Wedemeyer, 
famed World War II commander of the China theater, on December 22, 1953, 
told Senator George W. Malone’s special Subcommittee on Minerals, Materials, 
and Fuels Economics that he thought it was, and I quote, “unsound for a nation 
to depend upon resources of raw materials which are remote from that nation’s 
dynamo or industrial potential.”” Gen. Alfred H. Johnson, then in charge of 
petroleum logistics for the Defense Department, told the subcommittee on De- 
cember 2, 1953, that, and I again quote: 

“We do not desire to place any reliance on any sources outside the Western 
Hemisphere.” 

In the February 9, 1953, issue of Newsweek, Gen. Carl Spaatz, famed World 
War ITI Air Force leader, said: 

“Oil is the essential ingredient of modern warfare. Even supermodern atomic 
weapons amount to nothing unless the means of their delivery are fueled with oil.” 

Despite these warnings from experienced military men, we have continued 
to place increasing peacetime reliance on foreign oil. The inevitable effect of 
peacetime reliance is a comparable dependency in time of war. In the case of oil, 
this could mean disaster. Oil is the mover of military machines. It has no 
reliable substitute. 

Senator Frank Carlson described this situation very well last year when he 
said: 

“If we become reliant on others for our oil supply, we must become dependent 
on others for security.” 

He also stated that— 

“Without petroleum, we could not even bring our men and machines into a 
posture of defense against our enemy. We certainly could not conduct a counter- 
offensive without serious and perhaps fatal early setbacks.” 

He pointed out that— 

“Oil imported from other countries during wartime would have to be protected 
with scarce manpower, tankers. and other equipment. If we become dependent 
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on vast imports of oil, civilian rationing during time of war would be unlike 
anything ever experienced in this country before.” 

The oil industry recognizes the primary importance of domestic oil to defense. 
This policy is stated by the National Petroleum Council, industry group which 
advises the Federal Government on petroleum matters. This group’s policy 
on imports is as follows: 

1. The Nation’s economic welfate and security require a policy on petroleum 
imports which will encourage exploration and development efforts in the domestic 
industry and which will make available a maximum supply of domestic oil to 
meet the needs of this Nation. 

The availability of petroleum from domestic fields produced under sound 
conservation practices, together with other pertinent factors, provides the means 
for determining if imports are necessary and the extent to which imports are 
desirable to supplement our oil supplies on a basis which will be sound in terms 
of the national economy and in terms of conservation. 

The implementation of an import policy, therefore, should be flexible so that 
adjustments may readily be made from time to time. 

Imports in excess of our economic needs, after taking into account domestic 
production in conformance with good conservation practices and within the limits 
of maximum efficient rates of production, will retard domestic exploration and 
development of new oilfields and the technological progress in all branches of the 
industry which is essential to the Nation’s economic welfare and security. 

Despite strong voices of caution from the military, from congressional leaders 
and from experienced oil-industry officials, we are threatened with a larger 
degree of dependency on foreign oil than ever before in our history. 

The oil-producing industry, in 1953, produced more than $6 billion worth of 
crude oil alone. The producing industry alone employs about 300,000 people, 
and provides indirect employment to several times that number. Oil is now, 
by far, the Nation’s most valuable mineral. It is found in 30 States, with good 
prospects for a number of additional oil-producing States in the coming years. 
The income from the production of oil is widely diversified, as is evident from 
the fact that there were more than 500,000 producing oil wells in this country 
at the end of 1953. 

Serious inury to this industry would seriously hurt the national economy at 
a time when it needs all of the help it can get. The injury to susceptible State 
and local economies would be even more direct and immediate. When these 
points are coupled with the fact that the domestic industry is now capable of 
supplying more than adequate supplies of oil for both peace and war, a policy 
of increased dependency on foreign oil becomes truly incredible. Yet it is that 
policy which continued inaction will lead us to pursue. 

In the aforementioned director’s meeting of the Independent Petroleum As- 
sociation of America, the productive capacity committee of that association 
released an analysis which showed that the domestic oil industry could have 
producer over 11% million barrels per day more oil than it did in January of 
this year. This is “shut-in” capacity to produce, and indicates the degree to 
which foreign oil is restricting markets for domestic oil. This report effectively 
explodes the argument that we are running out of oil and that we must rely 
on foreign oil. The degree of reliance is a matter of national choice. This 
choice must be made in the best national interest. I fervently hope that such 
a choice will inevitably be based on the basic realization that the national security 
is dependent on a strong supply of domestic oil. 

An even more disturbing analysis was released by the supply and demand 
committee of the Independent Petroleum Association of America. This committee 
forecast that, for the first time since 1949, the domestic producing industry would 
decrease, rather than increase its production in 1954. This estimate was based, 
however, on the assumption that there would be no change in projected imports 
of foreign oil during 1954. 

The domestic oil producer is also faced with the loss of a substantial portion 
of his export market. United States exports of crude petroleum and refined 
products are expected to decline about 20 percent during 1954 as compared with 
1953. This is a result of the fact that foreign crude oil productive capacity and 
refining capacity have been expanding faster than foreign demand. It has re 
sulted in, not only the loss of a substantial part of the Western Hemisphere 
export market, but in an oversupply of our own domestic markets as well. 

Still a third IPAA committee pointed out that the industry’s costs had increased 
twice as’ fast as its revenue for the past 5 years. 
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Tie all of these reports together and you have a situation where the domestic 
oil producer’s costs are going up and his markets and revenue are going down, 
while at the same time he is capable of producing more than he ever has before. 
This clearly indicates the squeeze which foreign oil is placing on domestic produc- 
ers of oil. This is an incongruous and unfortunate situation from the stand- 
point of the national interest. A number of oil-producing States have had 
their production allowables sharply reduced as a result of this situation. 

You may ask why these States have reduced allowables to make way for foreign 
oil. The answer is simple. The various States, for purposes of wise conserva- 
tion, have enacted statutes relating production to market demand. This prevents 
production in excess of market demand and avoids wasteful aboveground storage. 
Unfortunately, it also allows foreign oil, produced in vast quantity without similar 
problems of conservation, to usurp domestic markets. 

The States are thus confronted with the choice of dropping a program which 
has again and again proven its value in conserving a valuable resource, or 
in keeping these conservation measures and losing their markets to foreign oil. 
It is an unhappy situation, from every point of view exeept that of the importing 
oil company. 

Various methods have been attempted in trying to solve the oil imports prob- 
lem. First, an attempt was made by domestic oil producers to point out to im- 
porters the necessity, from the national defense point of view, of a reduction in 
the volume of oil imports. This method was fruitless. Whether this was because 
of natural motivations, or pressure from the countries in which such oil is pro- 
duced, or because of an overenthusiasm as to the benefits of foreign oil, I do not 
know. I do know, however, that there has been no reduction of total oil im- 
ports. Quite the contrary, in fact. More important, top officials of importing oil 
companies have quite recently made it all too obvious that they have intentions 
of a far greater future importation of oil. Some of these statements are gen- 
eral in nature, but their meaning is nonetheless clear. Mr. B. Brewster Jen- 
ings, president of Socony-Vacuum Oil Co., told his stockholders on April 29 
that 

“We in Socony-Vacuum believe that if our country will not import it cannot 
long export, and that the importance of our export trade to our domestic pros- 
perity is too little appreciated.” 

Mr. Jennings here expresses an obvious and understandable concern for the 
volume of our exports, as related to his company’s imports, but fails to note that 
oil imports exercise a direct detrimental effect on the domestic producer. Mr. 
Augustus C. Long, president of the Texas Co., speaking to stockholders on April 
27, stated that, and I quote: 

“We are opposed to any additional restrictions on oil imports.” 

There are, as Mr. Long well knows, no effective restrictions on oil imports now. 
His opposition to future restrictions, coupled with the announcement by his 
company of a billion-dollar, 5-year expansion program, strongly suggests a long- 
range intention to import in larger volume. This is made further evident by the 
statement that— 

“It is our intent to support policies that will enable foreign nations: to. earn 
more dollars.” 

The Creole Petroleum Corp., the world’s largest producing oil company, 
operating largely in Venezuela as a subsidiary of the Standard Oil Co. of New 
Jersey, is now active in an extensive campaign to get the public support behind 
added imports of foreign oil. Its president, Arthur T. Proudfit, has, according 
to the May 4 issue of the Journal of Commerce, scheduled addresses to groups 
in Chicago, Detroit, Los Angeles, Seattle, and a number of other cities. Other 
officials of this company have scheduled appearances through the Nation. This 
campaign was launched at an elaborate press luncheon in New York City and 
the announcement was made that it would be pursued through widespread media 
in all parts of the country. 

For further insight into the reasons for the campaign behind foreign oil, the 
following paragraphs from the May issue of Petroleum Press Service, London, 
England, are especially enlightening: 

“Surveys of United States overseas investment made by the United States 
Department of Commerce show oil to be the most profitable of the major indus- 
tries financed by United States capital in other countries. At the beginning 
of 1952, United States private investments abroad in all industries totaled $13,089 
million, and produced aggregate earnings for that year of $2,280 million, or 
over 17 percent. Included in these figures are those covering oil operations, in 
which an investment of $3,703 million produced a profit of $1,031 million, or 27 
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percent. But today’s value of many of the assets used will, of course, be much 
higher than the original investment figure.” 

In view of the points delineated above, there is no apparent encouragement 
of hope that oil imports will be voluntarily reduced. 

Attempts have also been made, through the years, to achieve reductions through 
the administrative branch of the Government. The interpretation of the trade 
agreements program, however, has been based on international diplomatic con- 
siderations, rather than on the impact of unrestricted free trade on our high 
production cost economy. As a result, the State Department has actively encour- 
aged that dollars be sent overseas for foreign oil to bolster the economies of 
foreign countries. This has been somewhat of a good thing for our export 
industries, insofar as they could lure those dollars back in exchange for their 
surpluses. It has not, however, been good for some of our industries, especially 
extractive industries, where costs are somewhat fixed by nature rather than 
the production line. As a result, we have strengthened our production-line 
industries and weakened our extractive industries. This amounts to a weaken- 
ing of our basic raw materials position to the benefit of industries where man- 
power is the primary determinant rather than materials. It is well established 
that in time of war the use of manpower can be directly controlled. If, however, 
the capacity to produce raw materials is impaired, this capacity cannot be turned 
on, in time of war, like a dormant faucet. Through the years, therefore, the 
administration’s position in this regard has been painfully shortsighted. 

The recent recommendations of the Randall Commission represent an extension 
of this philosophy. The same thesis was contained in the Bell report and in 
the report of the Paley Commission. Through the years various administrations 
have come to bat on this question many times, and hit a number of foul balls. 
It is time that someone met the question squarely. 

As a sidelight, perhaps typical, of administrative manipulations of the oil- 
imports problem, I would like to reveal the following excerpt from a directive 
dated April 5, 1954, of the General Services Administration. I quote: 

“15. Buy American exemption: The regional director, region 7, General Serv- 
ices Administration, having been duly authorized thereunto, has determined that 
crude petroleum is not produced in the United States in sufficient and reasonably 
available commercial quantities and, therefor, has exempted from the Buy- 
American Act petroleum fuels and petroleum lubricants.” 

Truly, some of our administrative officials rush in where angels fear to tread. 
The conclusion that this country is not capable of producing its own needs as 
to petroleum is in obvious contradiction of documented facts cited earlier. I 
serve notice here and now that it is my intention to request that this situation 
be investigated, and investigated to its fullest extent. This easy distortion of 
the clearly established facts should not go unchallenged. 

Now to turn again to the oil imports problem. It is a current one. Foreign oil 
is scheduled to enter the country at an average rate of about 1,100,000 barrels 
per day during 1954. The recent arrival in Houston of a tanker from the Middle 
East with 100,000 barrels of crude oil aboard dramatizes the plight of the domestic 
oil producer. The 6,000-barrel-per-day production rate of Middle Eastern oil 
wells, when contrasted with the 12-barrel daily rate of the domestic oil well 
makes it further obvious that the situation will continue to intensify. The 
emergence of Canada as a potential large-scale exporter of crude oil to the 
United States; the impending return of Iranian oil; the almost complete loss of 
the domestic oil producers’ export markets; the ever-increasing volume of crude 
oil entering this country from Venezuela and the Middle East; the quickening 
volume of United States importation of Mexican crude oil; the aforementioned 
statements of future intentions by heads of importing oil companies; the cam- 
paign by the Creole Petroleum Corp. in behalf of added oil imports. These, and 
many other signposts indicate the trouble that lies ahead for the domestic oil 
producing industry unless it is assured a ratio of domestic peacetime markets 
somewhat comparable to the certain demands on the industry in time of war. 

Congress can provide that assurance. 

Unless there is a dramatic reversal of the philosophy of importing oil com- 
panies or of the executive branch of Government, the Congress will be the last 
eourt of resort for such a provision. It would not be the first time that Congress 
has so served. In 1932, the Congress passed an excise tax on oil imports. The 
administration of the law, under the trade-agreements program, has resulted 
in continuous reductions in the amount of the excise tax on crude petroleum. 
In 1933, the year following imposition of the import tax, the rate was 21 cents 
per barrel or 31.3 percent of the price of crude oil at that time. In 1953, the 
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year following the revised trade agreement with Venezuela, the tax averaged only 
9.7 cents per barrel, or 3.6 percent of the average price for crude oil. 

The tax is now completely ineffectual. It has been made so by administrative 
whittling down of wise legislative provisions, in the guise of global diplomatic 
considerations. The intent of Congress has thus been effectively destroyed. 

The problem of oil imports has nothing to do with party lines. It is bipartisan 
in nature and is of vital concern to all of the people in all of the various parts 
of the country. 

The fate of the domestic oil-producing industry may very well rest in the 
hands of this or the succeeding Congress. Whether oil is to add to the economy 
of new oil-producing States, or to detract from the economies of old ones may 
be the result of congressional decision. 

One thing is certain. The domestic oil-producing industry cannot continue to 
maintain a large excessive capacity to produce, while foreign oil enters the 
country without the need for a similar responsibility. It cannot conserve, while 
foreign oil plays wastrel. It cannot exist while foreign oil acts in the role of 
eourt favorite. Something must give, and unless the Congress acts, it will be 
the domestic oil-producing industry. 

This problem will surely necessitate congressional consideration in the near 
future. I urge that we ponder all of its aspects, and ponder them well. 


STATEMENT ON BEHALF OF THE INDEPENDENT REFINERS ASSOCIATION OF AMERICA 
ON THE EXTENSION OF TRADE AGREEMENTS AcT 


This statement is submitted on behalf of the Independent Refiners Association 
of America by its general counsel, the firm of Meyers & Batzell. The Independent 
Refiners Association of America is a trade association of domestic oil refiners of 
the United States. Its members typically, are nonintegrated, producing little 
or none of the crude oil processed in their plants. They operate modern, efficient 
refineries producing products competitive in quality with the large, integrated 
major oil companies. 

At the committee’s invitation, we submit this statement of the association’s 
views on the proposed Trade Agreements Extension Act of 1955. 

The association has long been concerned with a national fuels policy which 
would resolve the oil imports problem. There has been a number of communica- 
tions on the subject with the execntive agencies of the Government. In a letter 
of March 23, 1953, to the President of the United States, M. H. Robineau, 
president of the association, called attention to the need for action and requested 
the Secretary of the Interior to ask the National Petrolenm Council to study the 
matter. Only recently did the Secretary of the Interior request such a study 
and only last week did the National Petroleum Council agree to undertake again 
a study of the oil imports problem. 

In May 1953 we had the opportunity of appearing before this committee to 
give our views on several proposals for a program to extend the Trade Agree- 
ments Act. At that time, we stated the problem was to find a means of establish- 
ing a level of imports consistent with the national interest and a vigorous 
domestic oil industry. In particular, we opposed inflexible quota restrictions in 
favor of a legislative policy enabling the President to utilize statutory authority 
to the end that imports might be adjusted in accordance with their effect upon a 
vigorous and dynamic domestic industry. 

In the past, the industry has suggested that it, itself, through industrial states- 
manship would effect an appropriate reduction in imports. This association has 
hoped that such could occur. In a letter of May 12, 1954, to the Attorney 
General, the association requested an opinion as to the legal status of agreements 
voluntarily undertaken among importers which would curtail unreasonable 
petroleum imports. The Assistant Attorney General replied for the Attorney 
General that he was unable to render an opinion in this matter, a view which 
suggests that legislative action is required no matter how much the industry 
would like to take care of its own problem. 

Meanwhile, no substantial reduction in imports has been made and today, 
just as a year ago, petroleum products continue to be imported at a rate 
exceeding a million barrels a day. 

Basically, our views are the same today as stated almost 2 years ago. The 
failure, however, of either industry statesmanship or Government leadership 
to meet the oil imports problem now requires its realistic reappraisal. 

Official recognition of the need for a national fuels policy has recently been 
shown by the appointment of the Cabinet Committee on Energy Supplies and 
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Resources Policy established in October 1954. At the Cabinet committee’s invita- 
tion we submitted a statement directed in part to the oil imports problem as it 
affected independent refiners. We urged the Government to adopt formally as its 
policy the import policy first declared in 1949 by the National Petroleum Council, 
later approved by the American Petroleum Institute. In part, that policy stated : 

“The Nation’s economic welfare and security require a policy on petroleum 
imports which will encourage exploration and development efforts in the domestic 
industry and which will make available a maximum supply of domestic oil to 
meet the needs of this Nation. 

“The availability of petroleum from domestic fields produced under sound 
conservation practices, together with other pertinent factors, provides the means 
for determining if imports are necessary and the extent to which imports are 
desirable to supplement our oil supplies on a basis which will be sound in terms 
of the national economy and in terms of conservation. [Italics supplied. ] 

“The implementation of an import policy, therefore, should be flexible so that 
adjustments may readily be made from time to time.” 

Events since 1949 have strengthened the need for putting into effect such a 
flexible oil imports policy. In 1949 petroleum imports averaged 645,367 barrels 
a day. Currently imports exceed 1 million barrels a day. Total consumption 
today in the United States is only 8,247,000 barrels a day. 

In 1949 there was no inadequacy of domestic petroleum production. Since 
then, domestic exploration and discovery of crude oil has at the least maintained 
pace ; refinery capacity has been improved and increased to meet all requirements 
of the Nation. The mobilization goal of a million-barrel reserve capacity of 
petroleum production has long since been exceeded. The mobilization goal of 
a million-barrel increase in modern refinery capacity likewise has been exceeded. 

State regulatory bodies, operating under conservation laws which impose pro- 
ration of production upon domestic production to avoid waste, including waste 
from producing in excess of market demand, have held domestic crude produc- 
tion in check and in balance with domestic requirements. In November 1954 the 
Bureau of Mines reported production of crude petroleum averaged 6,346,000 
barrels daily for the month as against an indicated demand for domestic crude 
petroleum averaging 6,451,000 barrels daily. 

Increasing volumes of imported petroleum, not subject to check or proration, 
have crowded into the markets creating conditions of oversupply, threatening 
accepted conservation practices. State regulatory bodies have curtailed domes- 
tic production as a remedial measure. 

Domestic refiners, faced with a flood of imports, have been unable to check 
the destructive impact of cheap foreign crude. Foreign crude, produced without 
restrictions in countries with lower standards of living and lower costs enjoys 
a 25- to 50-cent price advantage at seaboard over domestic crude. The large 
eastern seaboard refineries, processing approximately half of the crude of foreign 
origin, have a competitive edge over gulf coast and inland refineries, who, with 
few exceptions, operate only on domestic crude. 

Inevitably, supplies of petroleum products have backed up in the gulf coast 
and in the inland refineries. Thus, by November 1954, crude stocks of a year ago 
had been reduced 6.7 percent to 266,616,000 barrels, whereas total stocks of 
refined products during the same period had increased 2.4 percent to 472,118,000 
barrels. 

The rise in refined-product stocks has depressed prices and domestic refiners 
not operating on foreign crude are operating at a loss or at best with marginal 
profit. Using a price index in which 1947-49 equals 100, Bureau of Labor Sta- 
tistics indicates a crude oil price rise from 106 in January 1953 to 115 in De- 
eember 1954. For the same period, refined products prices fell from an index 
of 114 to 111. Crude oil accounts for between 68 and S80 percent of the refiner’s 
total costs, about 75 percent being a fair average based on data available to the 
association. On this basis, total costs using domestic crude of the independent 
refiner and of the refining segment of an integrated company were increased 
about 8.4 percent in a period when gross return decreased about 2.6 percent. 

Unlike the large, integrated major company, the independent refiner is unable 
to subsidize refining losses from profitable production or marketing operations. 
Reserves from depletion allowance from profitable crude production are un- 
available to relieve the independent refiner’s cost outlays. Expensive equipment 
subject to rapid technological obsolescence must be periodically replaced. The 
independent refiner must purchase his crude, and pay for its transportation to 
the refinery. Costs of processing, management, depreciation, taxes, and a 
reasonable return of profit to encourage investors and repay stockholders must 
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all be paid out of the maximum refining margin as measured by the difference 
between the cost of crude oil delivered at the refinery and the total revenue 
derived from the sale of all products. If the independent refiner markets his 
product through jobber, distributor, or dealer, he must bear additional costs. 

Since May 1953 the average of domestic crude oil prices has increased 18 cents 
to $2.81 per barrel. In the same period, the average refinery price of the 
products derived from a barrel of crude oil has increased only 5 cents to $3.70. 
This represents a decrease of 12.7 percent in the refining margin at a time when 
petroleum imports are setting new highs. 

Despite his narrow profit margin the independent refiner has operated vigor- 
ously and progressively. Providing over 20 percent of the industry’s modern 
refining capacity, independent refiners contribute a significant share to the 
record quality petroleum products now fueling the Nation’s economy and to the 
competition which has provided impetus to progress. 

Vital to the peacetime economy, the independent refiner’s role in the Nation’s 
defense is equally decisive. The ever-present threat of thermonuclear war and 
total-area destruction underscores the need for preserving the strategic dispersal 
pattern which characterizes the location of most independent refineries. 

During the Korean emergency, the Federal defense program, including rapid 
tax amortization of emergency facilities, resulted in the establishment of a 
substantial reserve of refinery capacity. This was done deliberately to assure 
additional idle capacity for war use. At the same time, however, the rising 
flood of imports so depressed product prices that many refiners were driven to 
operate at full capacity in an effort to minimize costs. The results have not 
been good: (1) A vital segment of reserve refining capacity is operating at full 
blast; (2) product prices have been further depressed; (3) the two factors 
together provide little chance of further immediate expansion or even replace- 
ment; and (4) the war reserve refining capacity no longer exists. 

In a letter to the Secretary of State on February 19, 1954, the association 
expressed its concern at the then proposed settlement of the Iranian oil question. 
While recognizing the need for imports, it urged full consideration of preserving 
a healthy American industry vital to national defense, as well as sound inter- 
national relationships. It urged further the need for equal access by smaller 
companies to such foreign oil as national policy might permit to be imported. 
The concerns expressed to the Secretary of State a year ago are equally applicable 
today. 

There is no prospect that the pressure to import increasing quantities of oil 
by large companies will abate. Recent testimony before this committee indicates 
that foreign petroleum can be expected to continue depressive pressures on 
refining unless appropriately balanced by Government action. 

Diplomatic pressures are at work which make it increasingly difficult to stem 
the tide of imports. Foreign countries exporting petrolenm count it as a chief 
source of revenue. American companies operating abroad will be constrained 
to support increased imports even beyond their own needs unless they can rely 
on United States declaration of policy to resist diplomatic pressure. 

The Independent Refiners Association is not opposed to the general policy 
on imports underlying the proposed extension of the Trade Agreements Act. 
Our concern is with the particular consequences of such a program on the ayail- 
ability of domestic refining capacity and the survival of the independent refiner. 

Excessive petroleum imports in the hands of large integrated companies 
threaten economic survival of independent refiners. Neither the petroleum 
industry nor the Nation can afford the loss of the continuing existence of inde- 
pendent refiners. The problem is not now and never has been one of probability 
imports. It is a problem, however, of providing a statutory mechanism for their 
curtailment to the extent and for the time needed in the interests of a healthy 
domestic industry. We have recommended such legislation. We again recom- 
mend it today. 

The Congress should declare as the national policy that the level of imports 
essential to national defense shall be that which supplements but does not 
supplant domestic supplies. The Congress should authorize the President to 
determine when imports exceed the level established as the national policy. 
The President should be given power to call the large importing companies 
together when an excessive level is reached for the purpose of entering into 
voluntary agreements by which imports may be curtailed to appropriate levels. 
Such agreements should be temporary, but when entered into should provide the 


signatories with exemption from the antitrust laws in adhering to the terms 
of the agreements. 
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It is apparent that voluntary action by industry has failed to curb excessive 
petroleum imports. Diplomatic pressure from abroad will continue to strive 
to increase our imports of foreign petroleum. Excessive inventories and de- 
pressed products prices, in important part consequences of large-scale processing 
by major companies of cheaper foreign crudes, have seriously hurt independent 
refiners. 

The flood of imports can no longer be ignored. A flexible program must be 
established to balance the national interest with sound international relations. 
The committee can aid measurably, if it will. 


(Whereupon, at 4:17 p. m., the committee recessed, to reconvene 
at 10 a. m., Monday, January 31, 1955). 
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